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STAFF REPORT

SUBJECT:
A MOTION to authorize the Treasury Division to cancel $455,838.75 in outstanding personal property taxes found to be uncollectible.
BACKGROUND:
King County’s Division of Treasury Operations is responsible for collecting personal property taxes within the county.  When an account becomes delinquent, Treasury initiates procedures to obtain payment (see Attachment 4).  After performing these extensive efforts to collect, state law (RCW 84.56.240 and RCW 84.56.260) requires Treasury to submit a list to the Council of those delinquent tax accounts found to be uncollectible.  The county’s Manager of Treasury Operations must also submit an affidavit stating that a diligent search for the delinquent taxpayers was conducted and unable to yield any property from which owed taxes could be collected.  The Council may then “cancel such taxes as they are satisfied cannot be collected.”  This procedure is required on an annual basis and the Council considers this type of legislation each year.
ANALYSIS:
This legislation would authorize the Manager of Treasury Operations to cancel 276 uncollectible personal property tax accounts, as listed in Attachment B to Proposed Motion 2009-0476.  These accounts total $455,838.75 and date from 2001 to 2008, as shown in Table 1.  

Table 1.  Uncollectible Taxes 2001-2008

	Year 
	Amount

	2001
	158,362.36

	2002
	126,046.64

	2003
	11,411.07

	2004
	36,411.64

	2005
	23,406.54

	2006
	21,047.42

	2007
	49,060.21

	2008
	30,092.87

	Total
	$455,838.75


Accounts have been included on the write-off list for the following reasons:

· Taxpayer has gone out of business, and the assets cannot be traced. 

· Taxpayer has filed for bankruptcy protections.

· Taxpayer has disposed of or sold assets, and the county cannot locate the assets. 

· Taxpayer relocated the business and property out of state, taking it out of the county’s jurisdiction to pursue delinquent tax payments.

An affidavit from the Manager of Treasury Operations swearing to the county’s extensive effort and ultimate inability to collect these payments has also been transmitted to the council as Attachment 1 to Proposed Motion 2009-0476.
This motion would declare these 276 tax accounts “uncollectible,” and the accounts would be removed from the tax rolls, with the encumbrance no longer carried forward.  However, it would not constitute a forgiveness of these debts.  Tax obligations would remain in force, and the County would continue to pursue appropriate legal actions to collect the debt.

Of the write-off, the County’s one-time potential revenue loss is $82,000, or 18 percent of the total.  Half of this figure, $41,000, is a projected loss to the General Fund.  The remaining loss would be incurred by a variety of taxing jurisdictions for which the County collects taxes.

The write-off represents a small fraction of total tax collections, and the General Fund financial plan is formulated to account for uncollectible and delinquent taxes, with estimated revenues based on historical collection rates.  According to the Executive’s transmittal letter, King County collected $163,539,864, or 99.06 percent of personal property taxes billed in 2008.  Typically, by the end of the third delinquent year, 99.9 percent of billed taxes have been collected.
REASONABLENESS:    

Treasury Operations has made extensive collections efforts and as required by state law, has submitted the annual list of delinquent tax accounts to the Council. Approval of the proposed motion would be a reasonable policy and business decision. 

INVITED: 

Ken Guy, Director, Finance and Business Operations Division (FBOD)

Scott Matheson, Treasury Operations Manager, FBOD
Beth Goldberg, Deputy Director, Office of Management and Budget

ATTACHMENTS:
1. Proposed Motion 2009-0476, with attachments (A. Affidavit and B. Write-off List)
2. Transmittal Letter, dated August 6, 2009
3. Fiscal Note

4. Treasury Operations Collections Procedures
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