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Metropolitan King County Council
Budget and Fiscal Management Committee



REVISED STAFF REPORT
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	5
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	Proposed No.:
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	February 26, 2025



COMMITTEE ACTION

	
Proposed Substitute Ordinance 2025-0055.2, which would authorize the Manager of Treasury Operations to cancel uncollectible personal property taxes totaling $3,136,926 for the years 2016 through 2024, passed out of committee on February 26, 2025, with a “Do Pass” recommendation and was placed on consent. 

The Proposed Ordinance was amended in committee with Amendment 1. The transmittal inadvertently attached the 2023 affidavit (Attachment C). Amendment 1 replaced the 2023 affidavit with the 2024 affidavit, correcting the error.




SUBJECT

An ordinance authorizing the Manager of Treasury Operations to cancel uncollectible personal property taxes totaling $3,136,926 for the years 2016 through 2024.

SUMMARY

The Manager of Treasury Operations, as required by state law, provides the County Council each year with a list of uncollectible personal property taxes and requests for the authority to cancel these accounts, removing them from the tax rolls. The list is submitted only after the exhaustion of due diligence efforts to collect the delinquent taxes, and their cancellation does not relinquish the county’s ability to collect on the debts at a later date.  

The proposed ordinance would cancel 796 uncollectible personal property tax accounts totaling $3,136,926 for the years 2016 through 2024, resulting in a one-time potential revenue loss to the county of $596,016, of which $298,008 is the projected impact to the General Fund.  

BACKGROUND 

King County’s Treasury Operations (Treasury), within the Finance and Business Operations Division (FBOD), is responsible for collecting personal property taxes within the County. Personal property refers to assets used in conducting a business such as machinery, equipment, and furniture. Personal property taxes are assessed against businesses, utilities, airlines, timber, leasehold estates, mobile homes, floating homes, and lease accounts.  Cancellation of unpaid personal property taxes are called “write offs”.

When an account becomes delinquent, Treasury initiates procedures to obtain payment. After exhausting due diligence efforts to collect payment, per state law, Treasury must provide the Council with a list of delinquent tax accounts found to be uncollectible[footnoteRef:1]. The Manager of Treasury Operations must also submit an affidavit stating that a diligent search for the delinquent taxpayers was conducted and unable to yield any property from which owed taxes could be collected. The Council may then “cancel such taxes as they are satisfied cannot be collected.” This procedure is required on an annual basis and the Council considers this type of legislation each year. Council took action to cancel uncollectible property taxes for the years 2015 through 2023 at the March 26, 2024, council meeting.[footnoteRef:2] [1:  RCW 84.56.240]  [2:  Ordinance 19747] 


ANALYSIS

Proposed Ordinance 2025-0055 would authorize the Manager of Treasury Operations to cancel or “write off” 796 uncollectible personal property tax accounts totaling $3,136,926 for the years 2016 through 2024. These accounts are listed in Attachment A to the ordinance, with a summary report of accounts to be written off that exceed $5,000 shown in Attachment B to the ordinance. Table 1 identifies the amount of uncollectible taxes for each year between 2016 and 2024.

Table 1. Uncollectible Personal Property Taxes from 20165 through 2024 (by Year)

	Year Billed
	
	Tax Billed
	Tax Paid
	Write-Off Amount

	2024
	
	$178.91
	$-
	$178.91

	2023
	
	$224,405.58
	 $-   
	 $224,405.58

	2022
	
	 $510,696.52
 
	$-
	$510,696.52

	2021
	
	 $636,957.94
 
	 $9,283.81 
	 $627,674.13 

	2020
	
	 $917,065.27 

	$23,494.61
	$893,570.66

	2019
	
	 $214,689.97
 
	 $4,947.11 
	 $209,742.86 

	2018
	
	 $678,879.55
 
	$12,109.44
	$666,770.11

	2017
	
	 $3,469.93
 
	$-
	$3,469.93

	2016
	
	 $416.94
 
	 $-   
	$416.94

	
	
	
$3,186,761
	
$49,835
	
$3,136,926




The circumstances for determining an account to be uncollectible can vary, as can the amount of time needed to make that determination. Examples of reasons personal property taxes may be deemed uncollectible include:
· An owner dissolves the business, disposed of the taxable assets, and cannot be located;
· A business fails to report closure or liquidation to the Department of Assessments, resulting in ongoing automated annual revaluation and billing. Thus, delinquent amounts accrue with no basis in fact and are ultimately uncollectible and need to be written off;
· A business closure may be discovered by Treasury staff based upon a review of Department of Revenue and Secretary of State databases or through media reports and internet searches;
· The taxpayer relocates the business and property out of the county, taking it out of the County’s jurisdiction to pursue delinquent tax payments; and
· If a mobile home (considered personal property) is uninhabitable and is destroyed, it is identified as a write-off account.

It is important to note, while cancellation removes the delinquent accounts from the tax rolls, it does not mean the County surrenders its ability to pursue appropriate legal actions to collect the debt. However, the likelihood of recovering delinquent debt at this point is low. That said, cancellation administratively helps to clear the tax rolls of those accounts that are truly unlikely to be collected.

County Fiscal Impact.  Of the $3,136,926 of uncollectible personal property taxes proposed for cancellation, $596,016 impacts the County as a one-time potential revenue loss, of which $298,008 is the projected impact to the General Fund. The remaining loss of $2,540,910 would be incurred by a variety of taxing jurisdictions for which the County collects taxes.  

Comparatively speaking, the total proposed write-off of $3,136,926 for the 2016-2024 period is approximately 216 percent more than the amount written off for 2015-2023 period. There are nearly double the number of accounts listed in the 2024 write-off report as compared to 2023. 

Executive staff indicate that the increase in uncollected taxes is primarily attributed to two factors: (1) a focus on removing defunct businesses from the tax rolls following the COVID-19 pandemic and (2) identifying, through extensive research, the actual value of business assets was significantly lower than the estimated higher value that was assigned to them, resulting in lower valuations.

Amendment. The Proposed Ordinance was inadvertently transmitted with the affidavit from 2023.  Amendment 1 would replace Attachment C., the 2023 affidavit, with a correct Attachment C., the 2024 affidavit.
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