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

Proposed Ordinance 2005-0443 passed out of committee with a “Do Pass Consent” recommendation.  No changes to the legislation were made in committee.
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 2005-0443 authorizes the Manager of Treasury Operations to cancel 227 uncollectible personal property tax accounts for the years 1993, and 1997 through 2004, totaling $374,194.81.  As outlined in the executive’s transmittal letter, 24 of the 227 uncollected accounts must be canceled because of Chapter 7 and 11 bankruptcy proceedings, for a total of $191,018.98.  
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).  
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 third quarter report assumes $246,089,935 in 2005 property tax revenues and also adjusts 2005 delinquent tax collection assumptions to $4,875,000, which represents approximately 2% of the overall property tax collection amounts.  
After completion of all collection efforts, the Executive is proposing that $374,195 be declared as uncollectible.  The 2005 Uncollectible Write-Off’s list (Proposed Motion 2005-0443, Attachment B) indicates the following uncollectible totals by year:  

	Year
	Amount

	2004
	$  44,235.88

	2003
	87,256.16

	2002
	128,953.76

	2001
	66,677.05

	2000
	27,645.43

	1999
	16,805.74

	1998
	502.35

	1997
	60.29

	1993
	2,058.15

	Total
	$ 374,194.81  


REASONABLENESS:
As Treasury Operations has made extensive collection efforts (as described in Attachment 4) 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.  
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