[image: KClogo_v_b_m2]

Metropolitan King County Council
Committee of the Whole

REVISED STAFF REPORT
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COMMITTEE ACTION

	
Proposed Substitute Motion 2020-0192.2, which requests the Treasurer to provide for payment agreements for 2020, passed out of committee on June 16, 2020 with a “Do Pass” recommendation. The proposed motion was amended in committee with Striking Amendment S1 to request the Treasurer to expand the property tax payment agreement program by identifying those accounts delinquent on 2020 taxes as of June 2, 2020, and performing outreach to promote the delinquent tax payment program.  In addition, the striking amendment asked the Treasurer to consider waiving or subsidizing fees charged by the third-party vendor.  The Treasurer is also requested to report on utilization of the program by April 1, 2021.




SUBJECT

Proposed Motion 2020-0192 would request that the County Treasurer provide for payment agreements for property taxes in 2020 and 2021.

SUMMARY

Proposed Motion 2020-0192 would request that the County Treasurer provide for payment agreements for property taxes in 2020 and 2021 for taxpayers affected by the COVID-19 pandemic.  The motion requests that the payment agreements allow for taxpayers to make monthly payments for 2020 and 2021 property taxes.  The motion as introduced also calls for reporting on the rationale if the Treasurer elects not to establish the payment agreement program, and reporting on utilization of the program if the program is established.

A striking amendment has been prepared at the direction of the sponsor that would instead call for outreach and promotion of payment agreements targeting individuals delinquent on their first-half 2020 property taxes to help mitigate the financial impacts of the pandemic.  The striking amendment also requests that the Treasurer consider the feasibility of waiving or subsidizing fees charged by the third-party vendor that administers the payment agreements.  A report is also requested to be transmitted to Council on utilization of the program by April 1, 2021.

BACKGROUND 

The King County Executive issued a Proclamation of Emergency on March 1, 2020, in order to allow King County to quickly respond to the new and different demands on service in response to the emerging COVID-19 pandemic.[footnoteRef:1]  The Washington State Governor issued a “Stay-at-Home” order on March 23, 2020,[footnoteRef:2] for all but essential activities and essential workers, including those responding to the COVID-19 outbreak.  [1:  Proclamation of Emergency, “Significant Health Emergency Caused by Novel Coronavirus” Document Code No.: PHL-10-4-EO, March 1, 2020.]  [2:  Proclamation 20-25, by the Governor Amending Proclamation 20-05 “Stay Home-Stay Healthy” Office of the Washington State Governor, March 23, 2020.] 


Due to these orders and the impact of the COVID-19 pandemic and response measures has resulted in a significant reduction in economic activity in retail, construction, manufacturing, travel, tourism, hospitality, professional services, personal services, and other industries and businesses deemed non-essential in the Washington State Governor’s and other local stay-at-home orders. Furthermore, COVID-19 response measures have resulted in significant unemployment claims.[footnoteRef:3]    [3:  Over “170,000 new jobless claims were filed in the state for the week ending April 4 – seven times the peak during the height of the Great Recession.”  Business and Worker’s Weekly Update, Washington State Department of Commerce, April 15, 2020.] 


Revised Code of Washington (RCW) 84.56.020 authorizes county treasurers, during a state of emergency, to grant extensions of the due date of property taxes at the request of taxpayers affected by the emergency and the Executive has granted an extension to June 1, 2020 for taxes typically due by April 30th (referred to as "first-half taxes").[footnoteRef:4]  RCW 84.56.020 prescribes the following interest and penalties for taxes paid after the due date: [4:  ACO 8-21-EO] 


· Interest at 12 percent per annum; 
· A penalty of 3 percent on the amount of tax delinquent on June 1st of the year in which the tax is due; and
· An additional penalty of 8 percent on the delinquent tax amount on December 1st of the year in which the tax is due.

RCW 84.56.020 also authorizes county treasurers to enter into payment agreements with taxpayers who are delinquent on their property taxes.  Note that state law does not allow forgiveness of interest or penalties prescribed in statute.[footnoteRef:5]  Since October 2016, following Council passage of Motion 14669, King County's Treasury Section has offered payment plans for delinquent prior year taxes.   [5:  RCW 84.56.020 prescribes interest and penalties for delinquent property taxes.  Interest charges accrue at 1 percent per month.  In addition, typically, two penalty charges are required:  a 3 percent penalty that usually applies to late payments on June 1, and another 8 percent penalty that applies on December 1.  However, the June 1st 3 percent penalty will not be applied in 2020 as the Executive extended the due date for first half 2020 taxes to June 1, 2020 – therefore, no tax accounts were delinquent for 2020 on June 1st. ] 

[bookmark: _GoBack]In January 2020, a change in state law[footnoteRef:6] took effect, removing the requirement to keep current year tax payments up to date in order for a taxpayer to participate in a payment agreement and allowing for payment agreements for taxpayers who are delinquent on current year taxes. [6:  HB 1105] 


ANALYSIS

Proposed Motion 2020-0192 would request the County Treasurer to provide for monthly payment agreements for 2020 and 2021 for taxpayers affected by the COVID-19 pandemic.  Under state law, however, the Treasurer can only provide for payment agreements once a tax account becomes delinquent.  To date, the Treasury Section's property tax payment agreement program has been implemented for taxpayers who are delinquent on prior year taxes.
Currently, 60 taxpayers are participating in a delinquent prior year payment plan.  As of June 11th, approximately 46,000 tax accounts (about 6 percent of all tax accounts) were delinquent on first-half 2020 taxes.  Executive staff indicated that it is difficult to predict how many taxpayers would want to participate in a payment agreement if its program is expanded to include those accounts that are delinquent on current year taxes.  The Treasury Section has capacity to process 30 payment plan agreements per day, or 600 per month.  The payment plans are implemented by a third-party vendor, which transfers the property tax revenue collected for each account to the County upon completion of the payment plan.  Executive staff further noted that if a significant number of accounts are included in the payment plan program, it could potentially delay transfer of property tax revenues collected by the County for distribution to other taxing jurisdictions.

AMENDMENT

At the direction of the sponsor, Council staff has drafted a striking amendment S1 that would request the Treasurer to expand the property tax payment agreement program by identifying those accounts delinquent on 2020 taxes as of June 2, 2020, and performing outreach to promote the delinquent tax payment program.  In addition, the striking amendment asks the Treasurer to consider waiving or subsidizing fees charged by the third-party vendor.  The Treasurer is also requested to report on utilization of the program by April 1, 2021.

The striking amendment will be included in a Committee of the Whole amendment packet that will be distributed to all members prior to the committee meeting.
 
INVITED

· Ken Guy, Director, Finance and Business Operations Division
· Carol Basile, Treasury Manager, Finance and Business Operations Division
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