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January 27, 2016 


[bookmark: OLE_LINK1]The Honorable Joe McDermott
Chair, King County Council
Room 1200
C O U R T H O U S E

Dear Councilmember McDermott:

Pursuant to RCW 84.56.240, Treasury Operations is required to submit annually to the Council a list of personal property accounts found to be uncollectible after diligent collection efforts have been made.  The Council is required to “cancel such taxes as they are satisfied cannot be collected.”  Such cancellation, however, does not constitute forgiveness of the debt to King County, which may be collected at a later date if Treasury Operations is able to locate real or personal property from which the debt can be collected.

Cancellation of unpaid personal property taxes are called “write-offs” and result from taxpayers filing Chapter 7 and 11 bankruptcy proceedings, disposing of their assets, moving out of state, or going out of business.  The enclosed affidavit from Treasury Operations requests authority to cancel 733 uncollectible personal property tax accounts totaling $997,826 for the years 2009 through 2015, as summarized below.

	Year Billed
	 Amount Unpaid 

	2015
	$ 136,199

	2014
	$ 316,453

	2013
	$ 336,799

	2012
	$ 100,682

	2011
	$  45,505

	2010
	$  31,728

	2009
	$  30,460

	
	

	Total
	$ 997,826



Since the County collects taxes on behalf of the state and all local districts in King County, the cancelled accounts will proportionally reduce accounts receivables for the various taxing districts.  The one-time revenue loss to King County is an estimated loss of $174,918, of which $87,459 is attributed to the County’s general fund.

[bookmark: _GoBack]The amount of unpaid tax being written off represents a decrease compared to the prior two years.  In 2014 the write-off amount was $1,045,453 million, and the amount written off in 2013 was $1,408,143 million.  With regard to the actual number of accounts in write-off status, in 2015 there are 733 accounts in write-off status as compared to 2014 when there were 423 accounts written off.  The number of accounts written off in 2013 was 799.  The higher number of accounts in 2013 and 2015 can largely be attributed to the tax discovery efforts initiated by the Department of Assessments, where omitted assessments were applied for up to three prior years and billed in the following year. State statute allows for a delay in the collection of omitted assessments, during which time these accounts were either closed, sold, moved or filed bankruptcy in the interim.  There are over 250 of these omitted accounts identified in the 2015 Write-off List which represent retroactive bills for the years 2009-2012.  

Businesses which have closed in prior years will remain on the tax rolls and not reflect in write-off status if efforts to collect past due taxes are not exhausted. However, after diligent collection efforts, business taxes as identified in the 2015 Write-off List are now considered uncollectible.  

The annual write-off process for personal property taxes is consistent with the financial stewardship goal in King County’s Strategic Plan.  I hereby request that the Council approve the enclosed motion authorizing the Treasury Division to cancel the uncollectible personal property taxes in the amount of $997,825.71.

If you have any questions regarding this matter, please contact Scott Matheson, Treasury Operations Manager, at 206-263-2860.

Sincerely,



Dow Constantine
King County Executive

Enclosures

cc:	King County Councilmembers
		ATTN:   Carolyn Busch, Chief of Staff
  Anne Noris, Clerk of the Council
Carrie S. Cihak, Chief of Policy Development, King County Executive Office
Dwight Dively, Director, Office of Performance, Strategy and Budget
Caroline Whalen, County Administrative Officer, Department of Executive 
    Services (DES)
Ken Guy, Director, Finance and Business Operations Division (FBOD), DES
	Scott Matheson, Manager, Treasury Operations Section, FBOD, DES




