Issue Paper:

Should the County Provide Courtesy Tax Statements to Designated Taxpayers?


Introduction
Finance and Business Operations Division (FBOD) Treasury Operations staff have been contacted by Councilmember Dunn’s staff to discuss the feasibility of mailing real property tax statements annually to those taxpayers who currently rely on their mortgage company to pay their taxes.  

In 2007, there are a total of 655,000 tax bills, of which 295,000 are paid by mortgage companies and the remaining 360,000 are mailed directly to King County taxpayers.  This means there are approximately 295,000 taxpayers who have designated their mortgage company or lender as their “agent” to receive and pay their property tax bill.  Consequently, this group of taxpayers does not receive a paper copy of their tax statement.  
Councilmember Dunn is interested in sending this targeted group of 295,000 taxpayers a copy of their annual tax bill so they have a better understanding of how their taxes are established and allocated each year.
This paper addresses the costs and operational implications of an additional mailing of property tax statements beginning in 2008.  The paper explores two options:  (1) mailing a “courtesy statement” with the property tax information; and (2) mailing a post card that has a web-link to a taxpayer’s property tax information.  The paper also highlights practices in other counties in the State of Washington.  The last section presents conclusions based on the cost analysis and related research.
Option #1:  Mailing Courtesy Tax Statement 
The following estimates are based on mailing 300,000 courtesy forms and include Washington State Sales Tax (WSST) where applicable. 

	Description
	Estimate

	*  Forms
	$         5,500

	Form development       
	          600

	*  Envelopes  
	8,200     

	*  Postage - .34 per statement
	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


* Cost is subject to inflation.

Initial costs are $10,400 and ongoing costs are $172,000.

The form should be of a color or style that is easily differentiated from a standard property tax statement.  For example, the top third of form could be similar to the current statement.  The balance of the form would explain – this is not a bill.

If a taxpayer and lender each pay the first half amount, taxes are paid in full for the year.  Under Washington State law there is no basis for a refund in these situations because the taxes are not overpaid.  Based on past experience we expect to receive payments from taxpayers whose lender is also making payments from the taxpayer’s mortgage reserve account.  Regardless of our instructions to not pay from this notice, we will receive two payments (taxpayer and lender) which often results in taxpayer anger when they are told a refund is not available.   

When this situation arises, the lender normally does not pay the second half taxes in October since the second half billing data they receive from our office will indicate the taxes are paid in full.
The primary benefit of this notification method is taxpayers will have a document in their hands and will not have to use the internet to access their account data.  This will also be a document they can keep in their files for comparison to past years.

Operational concerns are as follows: 

1. Due to the length of the Assessments tax certification process, Treasury Operations is challenged to have sufficient time to send the regular bills by the normal February 14th mailing date.  There would need to be a separate run processed after that time (in late February or early March) and this will take staff from other duties such as researching returned mail.
2. Treasury will require sufficient lead time to develop, test and print 300,000 forms and order the same quantity of envelopes. 
3. Taxpayers who receive these notices will increase our call and email volume with questions about why they received it, how do they appeal, etc.  These inquires will not only be received by Treasury staff but will be fielded by Assessments, Tax Advisor, and Board of Equalization staff.  The Executive and Council members should also anticipate an increase in telephone, email and written correspondence.  
4. Based on information from other counties, mortgage lenders will be impacted by increased calls from their borrowers who receive our notification.  Thus, it will be critical that we clearly communicate this change in past practice to the10 tax services and over 250 lenders they represent.  
5. Treasury Operations anticipates that even if the notice is worded to ensure it is not to be considered a tax statement, some taxpayers will make payments and this will create overpayments and the many complaints and inquiries they cause. 
6. Taxpayers are not currently requesting this information.  Counter staff have historically received very few calls for this information.  
7. There is a concern that if the county sets the precedent of providing a courtesy notice, this may be construed as a legal notice the taxpayer relies upon from year to year.  This is contrary to the longstanding legal opinion that the County has relied upon which states:
“Certain taxpayers, however, in connection with their acquisition of real or personal property, authorize a lending institution to act as their agent for purposes of receiving notice of taxes and of paying the same.  When such a valid arrangement is presented by a lending institution, the taxpayer is deemed to have waived his personal right to notice and to have transferred such right to notice to his agent, the mortgagee.  Under such circumstances, the taxpayer has no grounds to complain of lack of notice.”  
Option #2 :  Mailing Post Card with Web Site Link
The following estimates are based on developing and mailing 300,000 post cards, web development, and include WSST where applicable. 

	Description
	Estimate

	Post card development
	$         1,000

	*  Post cards                                               
	2,200

	*  Postage   
	63,000     

	IT Development                                   
	39,000

	IT Computer Run                                   
	7,700

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

	Subtotal
	132,900

	20% contingency
	26,500

	Total estimate
	$     159,400


* Cost is subject to inflation.

Initial costs are $48,000 and ongoing costs are $111,000.

The post card directs the recipient to the property tax web site where they would enter their account number to view their property tax information, including the tax distribution.

If a taxpayer and lender each pay the first half amount, taxes are paid in full for the year.  Under Washington State law there is no basis for a refund in these situations because the taxes are not overpaid.  Based on past experience we expect to receive payments from taxpayers whose lender is also making payments from the taxpayer’s mortgage reserve account.  Regardless of our instructions to not pay from this notice, we will receive two payments (taxpayer and lender) which often results in taxpayer anger when they are told a refund is not available.   

When this situation arises, the lender normally does not pay the second half taxes in October since the second half billing data they receive from our office will indicate the taxes are paid in full.  

Although mailing costs of the post card are lower than the courtesy form option, the IT development costs are five times greater.  This is because the post card option requires about two months of a limited IT resource for implementation. 
Since the necessary level of IT work has not been budgeted or considered in 2007, use of our developers for this work would make them unavailable for issues more critical to accurate property tax billing, collection and distribution.

An increasing number of taxpayers access information via the internet.  The property tax web site receives a large number of inquiries which indicates the postcard process is a viable option.  However, for those taxpayers without access to a computer, they would not receive this tax information.
The operational concerns associated with Option 2 are basically the same as with Option 1.  
Practices from Other Counties in State of Washington
Of the 39 counties in Washington, 20 counties provide some type of courtesy tax statement or notice to those taxpayers who have directed a mortgage company to pay their taxes.  Note that Snohomish County provides a courtesy notice but Pierce County does not.
King County’s Treasury Operations staff conducted an email poll of other county Treasurers who have provided courtesy statements or notices.  Most counties that have implemented this practice have stated there were increased phone calls and inquiries at the outset but that this levels out over time.  Many taxpayers are initially confused about receiving a courtesy statement because they think there is a problem with their tax bill or with the mortgage company not paying the bill. Treasurers indicate that taxpayers appreciate the notice once they understand its purpose.  The Treasurers view the notice as a “good government” practice for informing taxpayers about their tax bill and how the tax revenues are allocated each year.  

Several smaller counties only mail tax statements to taxpayers and do not notify mortgage companies.  In these counties it is the responsibility of the taxpayer to send their tax statement to their mortgage company for payment.

County Treasurers’ emphasized the importance of clearly communicating and explaining the purpose of any courtesy statement, to reduce inquiries and confusion.

Conclusion
FBOD’s Treasury Operations Section has the operational and technical capabilities to mail courtesy tax statements or post cards to the targeted group of taxpayers, provided there is initial and ongoing funding for this practice approved by the Executive and the County Council.

Page 5 of 5

