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Metropolitan King County Council

Operating Budget Committee

Agenda Item No.:  5



Date:
 August 23, 2006


Proposed No.: 
2006-0320


Prepared By:    Susan Neely  

STAFF REPORT

SUBJECT:
A proposed motion authorizing the Manager of Treasury Operations to cancel outstanding personal property taxes found to be uncollectible.
BACKGROUND:
In accordance with RCW 84.56.240 and RCW 84.56.260, Treasury Operations is required to submit to the council an annual list of delinquent tax accounts found to be uncollectible after extensive efforts have been made to obtain payment.  The Manager of Treasury Operations of King County must also submit an affidavit regarding his search for resources of the persons or entities appearing on the list of delinquent taxpayers and stating an inability to find any property from which said taxes could be collected.  Attachment 4 details the procedures used to collect delinquent accounts.  Once these procedures have been exhausted, the council may “cancel such taxes as they are satisfied cannot be collected.”
ANALYSIS:
Proposed Motion 2006-0320 authorizes the Manager of Treasury Operations to cancel 577 uncollectible personal property tax accounts for the years 1997 through 2005, totaling $824,982.42.    
Accounts are included on the write-off list for the following reasons:

1. The taxpayer has gone out of business and the assets cannot be traced.  
2. The taxpayer does not have real property to which the county can certify a personal property tax lien.

3. The taxpayer has filed for bankruptcy protection.  (Although the county does have a revenue officer that files claims and pursues delinquent tax payments through the bankruptcy process.)

4. Assets were sold by the business and the county can not trace the location of the assets.  
5. The business relocates, thus moving the property out of the state.  The county does not have statutory authority to pursue delinquent tax payments outside of the state.  
Although the tax is declared “uncollectible” in the proposed legislation attachment, it does not constitute forgiveness of the debt to King County.  The account is removed from the tax rolls and the encumbrance is no longer carried forward.  However, the amount owed could be collected at a later date (i.e. during bankruptcy reconciliation).  

As explained in the Executive’s transmittal letter, $485,254.66, or 58%, of the total uncollectible amount must be canceled because of Chapter 7 and 11 bankruptcy proceedings.  The remainder is explained as resulting from “taxpayers disposing of their assets, going out of business, or moving out of state.”
The one-time potential revenue loss to the County, including all funds, is about $148,496 – of which half ($74,248) is the projected loss to the CX Fund.  The remainder constitutes a potential revenue loss to the other taxing districts for which the County collects property taxes.  
While the General Fund loses revenue as a result of uncollected taxes, the General Fund financial plan is formulated to account for uncollectible and delinquent taxes.  The General Fund financial plan revenue forecast is based on an estimate of collectible taxes.  The first and second quarter reports assume $253,008,032 in 2006 property tax revenues (down from the adopted $253,864,993).  The 2006 delinquent tax collection assumptions remain unchanged at $5,135,006, which represents approximately 2% of the overall property tax collection amounts.  
After completion of all collection efforts, the Executive is proposing that $824,982 be declared as uncollectible.  The 2006 Uncollectible Write-Off’s list (Proposed Motion 2006-0320, Attachment B) indicates the following uncollectible totals by year:  
	YEAR
	AMOUNT

	2005
	$24,144.08 

	2004
	47,517.33 

	2003
	102,900.57 

	2002
	98,773.66 

	2001
	69,743.29 

	2000
	55,667.82 

	1999
	273,681.09 

	1998
	152,276.46 

	1997
	278.12 

	TOTAL
	$824,982.42 


REASONABLENESS:
Treasury Operations has made extensive collections efforts and is required by state law to submit the annual list of delinquent tax accounts.  Approval of the proposed motion would be a reasonable budget and policy decision.
INVITED:
Phil Sanders, Treasury Operations Manager, Finance & Business Operations

Bob Cowan, Director, Office of Management and Budget
ATTACHMENTS:
1. Proposed Motion 2006-0320 with attachments:  A. Affidavit and B. Write –Off List

2. Transmittal Letter dated July 11, 2006

3. Fiscal Note

4. Treasury Operations Collection Procedures

5. RCW reference to Cancellation of Uncollectible Personal Taxes
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