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REVISED STAFF REPORT
As reported out of the Budget and Fiscal Management Committee

Proposed Motion 2002-0544 was given a do pass consent recommendation to refund Cascade Court Limited Partnership, et al.  No changes were made to the transmitted legislation.
SUBJECT:
A MOTION concerning untimely filed petitions for tax refunds and authorizing Treasury Operations to make refunds to Cascade Court Limited Partnership, which is a group of non-profit organizations or limited partnerships that provide affordable housing.
SUMMARY:


Proposed Motion 2002-0544 would allow Treasury Operations to refund property taxes incorrectly overpaid by taxpayers to the King County Department of Assessments.  Historically, the council has choosen to issue untimely tax refunds, however, approval of such action is discretionary.  

RCW 84.69.020 provides for refund of taxes for any of the following reasons:

Taxes were paid more than once.

1. Taxes resulted from a manifest error in description (RCW 84.48.065, WAC 458-14-005(13).

2. Taxes resulted from a clerical error in extending the tax roll (i.e., in calculating the tax).

3. Taxes resulted from other clerical errors in listing the property (e.g. erroneous segregations/mergers, taxpayer names, etc.)

4. Taxes were paid on imps that didn’t exist on the assessment date.

5. Taxes were paid under laws adjudicated to be illegal.

6. Taxes were paid through inadvertence or ignorance by a person eligible for but not receiving a senior/disable exemption.

7. Taxes were paid by a person with no legal interest in the property involved, as a result of ignorance or error.

8. Taxes were paid on property acquired by purchase or condemnation by the State.

9. Taxes were paid on taxes assessed on a valuation later reduced by an order of the Board of Equalization, the State Board of Tax Appeals, or a court.

10. Taxes were paid on taxes assessed on a valuation later reduced by an order of the Board of Equalization, the State Board of Tax Appeals, or a court.

Proposed Motion 2002-0544 addresses provision #10, listed above.  Because the tax assessment was reduced by the Washington State Board of Tax Appeals, the property tax would be refunded to the payee if statutory eligibility requirements are met and if the refund is claimed within three years of the date of payment.

In addition, RCW 84.69.030 requires refund petitions to be filed with the county treasurer within three years of payment of the taxes sought to be refunded, unless the council acts on its own motion to overcome this time limit.  Consequently, claims for refund made after the expiration of the three-year claim period must be approved by the county legislative authority.  Proposed Motion 2002-0544 specifically addresses a refund to be made after this three-year claim period.  Because the claim period has exceeded this limit, a request for waiver form has been filed with Treasury Operations.  The Assessor’s Office has agreed with the request, based on the State Board of Appeals order.  

The taxes subject to this motion were overpaid by the taxpayer in 1993, 1995 and 1996.  The proposed motion will authorize a total refund amount of $215,854.28.  

DISCUSSION:

The taxpayers overpaid real property taxes assessed on a valuation later reduced by an order of the State Board of Tax Appeals.  The amount of the claim is significantly higher than the council has seen in the past for individual claimants because the properties are multi-family housing which had a large assessment and sizable reduction in value.  In addition, the motion addresses 12 refund petitions.  

This request specifically addresses a refund for a group of non-profit organizations or limited partnerships that provide affordable housing.  All were grouped together for consideration by the Board of Appeals in a case entitled Cascade Court Limited Partnership, et al vs. Scott Noble, King County Assessor.  Taxes were originally assessed on the full market value of the property.  However, the court determined that because the rents are restricted for affordable housing, the assessed value should consider only the maximum allowable rents on these properties.  Consequently, the refunds authorized by this motion reflect this adjustment as ordered by the State Board of Tax Appeals.  

The refund amounts total $215,854.28.  RCW 84.69.100 requires that refunds include interest payments and also determines the interest rates to be paid for past year.  The interest is calculated from the date of collection to the date Treasury Operations requests the refund warrant (i.e., check for payment).  If approved, interest payments on this claim will add approximately $75,000 to the total cost authorized by Proposed Motion 2002-0544.  Exact interest amounts will be determined at the time of payment and will be calculated after the legislation is enacted.  

The Chair of the Budget and Fiscal Management Committee previously requested that the executive bundle all refund petitions requiring council authorization on a quarterly basis.  The proposed motion complies with that request and covers the third quarter of 2002.  It should be noted that additional interest accrued during the quarter prior to transmittal.  Due to the magnitude of this request, the interest accrued is significant.  In the future, the committee may wish to request immediate transmittal of large requests to save any additional accrual of interest.

Reasonableness:  In the past, the council has consistently approved motions authorizing Treasury Operations to refund untimely tax refund requests.  These requests have been approved for individual citizens and have typically totaled a few thousand dollars.  Proposed Motion 2002-0544 is unique because (1) the request is forwarded by a group of non-profit organizations or limited partnerships, Cascade Court Limited Partnership; (2) the refund request is for a sizeable amount – over $200,000; and (3) the tax amount was reviewed by and reduced by the Board of Tax Appeals for future collection.  Although the Board of Tax Appeals ordered a reduction in the amount collected, the order does not require the council to approve refunds that have exceeded the three-year time limit.  The council may wish to re-evaluate the financial ramifications of issuing large untimely tax refunds.  However, if the council chooses to continue the policy of refunding tax overpayments that have exceeded the three-year claim period, passage of Proposed Motion 2002-0544 would constitute a reasonable business decision.  
INVITED:

· Garry Holmes, Manager, Treasury Operations, Finance & Business Operations Division, Department of Executive Services

· Phil Sanders, Property Tax Supervisor, Finance & Business Operations Division, Department of Executive Services

· Peggy Pahl, Senior Deputy Prosecuting Attorney, Civil Division
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