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SUBJECT:

An ordinance requiring the mailing of a notice concerning real estate taxes to all taxpayers whose lender has requested and received the tax information for the taxpayer’s property; and adding a chapter to K.C.C. Title 4.
COMMITTEE ACTION: 

On June 26, 2007 the General Government and Labor Relations Committee gave a “do-pass” recommendation on Proposed Ordinance 2007-0294. The committee approved an amendment that changes the mailing date to the first Wednesday in April based upon the Treasury Operations determination that the first Wednesday in April would best meet their workload needs. The amendment also establishes a sunset of May 1, 2012  so that the county can re-evaluate the effectiveness of mailing notices and assess whether it is a priority service for taxpayers. The vote was three ayes, and no nos. 
The Executive supports the proposed ordinance and amendments. 
SUMMARY:
Proposed Ordinance 2007-0294 would amend King County Code to require King County Treasury Operations to mail tax notices to property taxpayers who do not currently receive property tax billing statements because a lender has been designated to pay their tax payments. 
BACKGROUND:

In February of each year, King County Treasury Operations mails annual property tax statements to property taxpayers. Current law (RCW 84.56.050 and King County Code Title 4) does not require Treasury Operations to mail tax statements to property taxpayers who have designated their lender as their tax payment agent.  Currently if the lender has been designated to make property tax payments on behalf of the taxpayer, the Treasury Operations office electronically notifies the lender of the amount of taxes that are due and does not mail a statement to the taxpayer.

According to executive staff, approximately forty-five percent of property taxpayers in King County designate their lender to act on their behalf as their tax agent. In 2007, Treasury Operations was responsible for collecting taxes for about 660,000 property tax accounts.  Of this amount, approximately 360,000 were mailed directly to taxpayers and 300,000 were electronically delivered to lenders acting as tax agents.  
What’s In a Property Tax Statement? 
An example of a property tax statement can be found attached to the staff report.  Property tax statements include a detailed breakdown of the taxes levied on a given property including those paid to King County, the State of Washington, the Port of Seattle, cities, unincorporated roads, schools, fire, sewer & water, districts, libraries, emergency medical services and other special taxing districts.  Additionally, the statement displays non tax fees and charges such as the King County Conservation District Fee and Noxious Weed fee. The statements also include information on the taxable value of the property and the current levy rate.

The annual property tax may be paid in semi-annual payments, due on April 30th and October 31st of each year to King County Treasury Operations.
What Information is Available Online?

All taxpayers may go online to King County’s E-commerce pages and access a parcel’s tax records.  The information provided online shows the total amount of taxes assessed on any given property but does not include a detailed breakdown of individual taxes and fees that contribute to the total amount due on a given property.  Should a property taxpayer wish to receive a detailed breakdown of their property taxes they can request a tax statement from Treasury Operations online, via e-mail, telephone, or regular mail and a statement will be mailed to the taxpayer at no cost. 

ANALYSIS:
Proposed Ordinance 2007-0294 would require King County Treasury Operations to mail courtesy tax notices to the approximately 295,000 property taxpayers who do not currently receive property tax statements as a result of having designated their lender as their tax agent.  The courtesy tax notices would be required to clearly state that the notice is not a bill for payment and is for informational purposes only.  Treasury Operations would be required to mail the courtesy notices by March 15th of each year, with a detailed breakdown of the taxes and fees levied on the given property.  If Treasury Operations is not able to meet the March 15th deadline, the manager of Treasury Operations would be required to file a written notice with the council listing the circumstances causing the failure to meet the deadline along with a new timeline for completing the mailing.
If approved, the courtesy property tax notices would not be mailed out until March of 2008.  

Fiscal and Operational Impacts.  It should be noted that the Executive supports the amended legislation. The Executive staff have identified issues that will need to be addressed in implementing this ordinance. Many of these issues have been addressed by the proposed amendments. Please see attachment 4 for a copy of the “Issues Paper” developed by executive staff. 
1. Treasury Operations currently mails out property tax statements to property taxpayers or their tax agent by February 14th of each year.  Due to the length of the Assessor’s Office’s tax certification process, Treasury Operations is challenged to make this deadline.  A deadline for an additional mailing by March 15th will require that staff shift their work off other duties to perform this task and handle new matters such as researching returned mail.

2. Treasury Operations will require sufficient lead time to develop, test and print 300,000 notice forms and order the same quantity of envelopes. 

3. Property taxpayers who are not familiar with receiving tax statements or courtesy notices may increase the volume of calls and email inquiries to Treasury Operations, the Assessor’s Office, Tax Advisor, and the Board of Equalization regarding the new notices mailing.  The Executive and Council may also expect an increased number of inquiries associated with the mailing.  Other counties that have selected to mail courtesy property tax notices have found that the volume of calls and email inquiries have increased as a result.
4. Based on information from other counties in Washington who have elected to mail courtesy property tax notices, lenders will be impacted by increased calls from their borrowers who receive the courtesy mailing.  It may be appropriate to communicate this change in practice to lenders.

5.
Treasury Operations will need to be prepared that some taxpayers may make unnecessary payments.  Treasury Operations has existing practices that have been reviewed by the Prosecuting Attorney’s Office for situations when taxpayers make unnecessary payments. In the situation where both a property taxpayer and lender each pay the first half of the annual property taxes, Treasury Operations would not issue a refund because the taxes are not considered overpaid. The Revised Code of Washington authorizes an administrative tax refund when the taxes have been overpaid. However, if both a taxpayer and a lender make a half-payment, they collectively paid the taxes in full for the year, but have not overpaid. Thus, Treasury Operations would have no basis to issue an administrative tax refund because the full year taxes have not been overpaid. The Treasury Operations practice has been reviewed by the Prosecuting Attorney’s Office and is consistent with the majority practice of county treasurer’s statewide. 
6.   Property taxpayers may think that the courtesy notice is some form of a legal notice, when the legal notice is the tax statement billed to the tax agent.
It is worth noting that Treasury Operations and the Assessor’s Office are both in the process of developing a proposal to replace the current mainframe for the property tax administration system.  According to executive staff, the initial proposal is scheduled for discussion at the next meeting of the Project Review Board.  If approved, the replacement project would likely take several years to implement but could include elements that would address the challenges of information sharing and accessibility between the Assessor’s Office, Treasury Operations, property taxpayers and tax agents.  In sum, any method of implementation for this legislation would likely evolve in the near future.

Fiscal Analysis
The fiscal analysis below was prepared by executive staff. According to executive staff, it would cost approximately $182,500 to implement this legislation, as seen in the table below.  Since this cost was initially determined, postage had increased and would cost an additional $6,000.  This additional cost could be assumed into the 20 percent contingency.  After the first year of implementation, the cost is expected to decrease by approximately $10,000 to account for one-time start-up costs.  The decrease in one-time start-up costs may be offset by inflationary costs such as labor and postage, which is expected to increase once again in the next two years.
Costs
	Description
	Estimate

	Forms
	$         5,500

	Form development       
	          600

	Envelopes  
	8,200     

	Postage - .34 per notice
	102,000

	IT Development                                     
	8,100

	IT Computer Run                                   
	7,700

	Labor (mailing & customer svc -2 PT 65 days, $18 per hour)
	20,000

	Subtotal
	152,100

	20% contingency
	30,400

	Total estimate
	$     182,500


The cost of implementing Proposed Ordinance 2007-0284 would be anticipated as a new expense in the executive’s proposed 2008 budget.
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