ATTACHMENT 4


Treasury Operations Collection Procedures for Personal Property Taxes:

The Treasury Operations section has a tax collection team of two Business & Finance Officers and one Administrative Specialist who actively work to collect delinquent personal property accounts.  Personal property taxes are assessed against businesses, state assessed utilities, airlines, timber, leasehold estates, mobile homes, floating homes and lease accounts. The following paragraphs highlight the annual steps involved in tax collections for all personal property accounts, with emphasis on the procedures used to collect the delinquent accounts.

The first half, current year tax is due April 30.  If the first half is not paid by April 30 then the full amount of the tax is due and accrues interest at 1 percent a month, as mandated by State law.

On or about May 20, Treasury Operations mails the first delinquency “reminder notice” to the taxpayers of record who did not pay their first half current year tax.  The notice politely informs them that the full amount for the entire year is due, with interest calculated to the end of May (Note:  the exception to this schedule is for notices involving mobile homes, which are sent out as part of the delinquency notices for all real property accounts each September).  During May 2004, Treasury Operations mailed 3,577 notices representing $3,850,776.31 in taxes.  By comparison, in 2003 there were 3,413 notices representing $6,035,440.85 in taxes.   

Business & Finance Officers begin contacting taxpayers after the first notice is mailed in May and this contact continues until the account is paid, the property is distrained and sold, or it becomes obvious that the tax is not going to be collected for reasons listed below.  The collection emphasis during this time is directed to delinquent accounts that owe $10,000 or more.

On or about June 15, Treasury Operations mails a second reminder notice to those personal property taxpayers of record who have not paid their current year personal property tax.  The notice includes the amount of the outstanding tax, interest at one percent per month and a three percent penalty.  This notice also reminds the owner that the property is subject to distraint and sale if the tax remains unpaid.  At this point a “history record” is also created for the account and Personal Property staff document their efforts to collect the accounts receiving the second notice.  This collection activity is reported to the Property Tax Supervisor and the Treasury Operations Manager.

A similar process is followed after the October 31 due date for second half property taxes.  On or about November 18, Treasury Operations will mail reminder notices to all personal property taxpayers of record who have not paid their second half current year tax.  Then on or about December 10, a second notice will be sent to unpaid personal property tax accounts detailing the accrued interest charges and adding on an eight percent penalty mandated by state statute.  

Another method of collecting delinquent taxes is by attaching the outstanding personal property tax bill to any real property owned by the taxpayer.  This is done by a lien procedure and a formal certification that the outstanding personal property taxes are now part of the tax liability on the real property.  This certification of the personal property tax to the real estate allows the County to collect the personal property taxes upon sale or foreclosure of the real property.  The County must adhere to all statutory time frames for foreclosure proceedings. 

After extensive efforts have been made to collect on outstanding personal property accounts, Treasury Operations prepares the annual list of accounts that are viewed as uncollectible and “written-off” from the County’s accounts receivable records.  Following are the reasons why accounts are written-off:

1) The taxpayer has gone out of business and the assets cannot be traced;

2) The taxpayer does not have real property to which the county can certify a personal property tax lien;

3) The taxpayer has filed for bankruptcy protection (though the County often files claims to collect back taxes as described below);

4) The taxpayer (or representative) has sold assets and the County cannot locate the assets; or

5) The taxpayer relocates their business and moves the property out of state (the County does not have authority to pursue delinquent tax payments outside of the state).

6) Corporate Officers refuse any personal liability of the defunct corporate debt.

             It is important to emphasize that even though a personal property tax amount may be termed “uncollectible,” the tax obligation to the property owner remains in force and the County continues to pursue appropriate legal actions to collect the outstanding tax debt.  Following are examples of recent efforts to collect taxes from accounts that were in bankruptcy or out of business:

1) In 2003, the County filed claims in bankruptcy court against MCI/WorldCom and in May 2003, the County collected $1.9 million in back taxes from MCI/WorldCom. 

2) In 2000, Transamerica World Airlines (TWA) went bankrupt and had subsequently gone out of business; however, continued contact with TWA’s attorney resulted in the collection of taxes owed by TWA.  In October 2003, TWA’s attorney agreed to pay $250,000 in personal property taxes to King County. 

3) In 2004 Exodus Communications paid $615,000 in full satisfaction of the claim filed by 

King County.

4) Global Crossings paid $596,500 in 2004 in full satisfaction of the claims filed by King County.

5) Currently, the lead Business and Finance Officer is negotiating with Enron Corporation and expects to settle the outstanding claim of $128,000 by the end of 2004.

6) The lead Business and Finance Officer actively monitors federal Bankruptcy Court proceedings and files bankruptcy claims on delinquent real and personal property taxes.

7)  The Business and Finance Officers actively monitor all auctions within King County for potential sales of personal property that may have a tax lien attached.  All foreclosure sales, secured creditor sales and seizures of property are monitored for compliance with Washington State tax statutes.  No sales are allowed without prepayment of the tax.
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Treasury Operations Manager, King County
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