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SUBJECT

An ordinance creating an amnesty program for businesses who have not been paying personal property taxes. 
SUMMARY

Personal Property Taxes are in additional to taxes paid on real property. These are typically things like major pieces of equipment in a business or other items of value. Business who are not paying these taxes, and should be, are at a competitive advantage over their competition that is paying taxes. The Washington Legislature passed a bill during the 2012 session that would allow counties to waive penalties and interest on back-personal property taxes. Proposed Ordinance 2012-0133 would implement that program for King County. 
Background 

During the 2012 legislative session, the Washington Legislature passed Substitute House Bill 2149 (Attachment 2), which allowed for County legislative authorities to create a tax amnesty program for businesses who have not been paying personal property taxes. 

This program arose out of two parallel interests. County Assessors have long suspected that there were many businesses not paying the appropriate personal property tax. Additionally, the State ran a very successful amnesty program for business taxes in 2011. During this statewide program, $345 million in unpaid business taxes were remitted to the Department of Revenue and then distributed to the appropriate jurisdiction. While the state did not provide details as to the exact amount of taxes that were due to the amnesty program, the best guess for King County is that the County received far in excess of $10 million in additional taxes from the program. 

The State’s summary of the program is included as Attachment 3 to this staff report. 

Analysis 
Proposed Ordinance 2012-0133 would create a tax amnesty program for unpaid personal property taxes in King County. Under the provisions of state law, this amnesty program can only be good for 2012 and businesses must meet a number of criteria in order to be eligible for the program. 
Specifically, businesses must: 

1. By July 1, 2012 submit a correct list and statement of the taxable personal property under RCW 84.40. 
2. By July 1, 2012 complete an application for penalty waiver. 

3. Pay all taxes due by September 1, 2012. 

This program will have two advantages to King County, and the other taxing districts for whom the County collects personal property taxes. These advantages are: 

1. An increase in revenue due to the one-time payment of the back personal property taxes. 

2. A permanent increase in the overall tax rolls as this new personal property is added. 

The King County Assessor has long-been aware of this problem and during the 2012 budget process requested resources to address the issue. The Assessor requested, and the County Council approved additional resources in the form of $140,000 and 2 FTE to create a personal property tax audit team. To date, these staff have identified approximately $50 million in personal property that had not been previously added to the tax rolls. Depending on where this property was located, the levy rates will vary, but this is likely an $4 to $5 million increase in the overall tax collections for the County, of which the County will collect the general fund’s share and the rest will be distributed to the appropriate districts. 

Finally, there is an issue of timing. If the item is approved by the County Council, the Assessor will need to do some education for the business community. Additionally, as previously noted, the deadline for business to comply with the program is July 1. Therefore, if the Committee approves the item, the Committee may want to expedite the item to the full Council for action. 

ATTACHMENTS

1. Proposed Ordinance 2012-0133
2. Substitute House Bill 2149
3. 2011 Business Tax Amnesty Report
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