DATE:

TO:

FROM

EXHBTNO, | |3

RS ,
City of Alexandria, Virginia In-1-o4

MEMORANDUM

NOVEMBER 2, 2004

THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL

: PHILIP SUNDERLAND, CITY MANAGEF S

SUBJECT:  LISTINGS OF DELINQUENT TAXES: AUTHORIZATION TO

ADVERTISE THE LISTINGS AND WRITE-OFF BALANCES LESS
THAN TWENTY DOLLARS

ISSUE

: Listings of Delinquent Taxes: Authorization to Advertise the Listings and Write-off

Balances less than Twenty Dollars. The Code of Virginia requires the Director of Finance to

present

RECO

City Council with listings of delinquent local property taxes.

MMENDATION: That City Council:

0]
()

€)

Receive the listings of delinquent local property taxes;

Authorize that parts of the delinquent real estate tax listing deemed advisable by the
Director of Finance and having a balance due of $1,000 or more be published in a
newspaper having general circulation in the City. Also, that parts of the real estate tax and
personal property tax listings deemed advisable by the Director of Finance be listed on the
City of Alexandria website; and

Authorize the Director of Finance to write off the uncollected tax balances amounting to
less than twenty dollars each for which the Director of Finance has determined that the
cost of collecting such balances would exceed the amount recoverable, provided that the
Director of Finance shall not include any balance which he has reason to believe the
taxpayer has purposely paid less than the amount due and owed.

DISCUSSION: The following report is organized in the same manner as has been prior years.
In summary, while these delinquent tax amounts are large, they are typical not only for the City,
but for similar jurisdictions in Virginia given the nature of the taxes. It should be noted that
during FY 2004, the Department of Finance tax collection efforts resulted in § 4.7 million in prior
year delinquent property tax collections, penalties and interest.

The Code of Virginia §Section 58 1-3924 requires the Director of Finance to provide the
following listings of delinquent taxes, as of June 30, to Council:




—

A list of delinquent real estate taxes,

A list of delinquent personal property taxes,

A list of delinquent property taxes amounting to less than twenty dollars for which
no bills were sent, and

A list of the uncollected balances of previously billed property taxes for which the
Director of Finance has determined the cost of collecting such balances would
exceed the amount recoverable, provided that the Director of Finance shall not
include any balance which he has reason to believe the taxpayer has purposely paid
less than the amount due and owed.

To meet this requirement, the Finance Department has compiled lists of delinquent City taxes as
described below. These seven lists are available for public inspection during normal business
hours, in the Director of Finance’s Office, located in City Hall, Suite 1600. This memorandum
includes only the delinquent real estate tax listings. Other listings are not attached due to their
voluminous length or low dollar totals.

List 1

List 2

List 3

List 4

Listings of Delinguent Real Estate Taxes for 1999 through 2003 as of June 30,
2004. These are lists of real property owners, parcel addresses and outstanding
delinquent tax amounts owed by tax year as of June 30, 2004. The total of the
lists, which are attached as Attachment 1, is $1,462,848 for the last five years.

Listing of Delinguent Individual Personal Property Taxes for 1999 through
2003 as of June 30, 2004. This is a list of individuals that owe personal property
taxes on their vehicles as of June 30, 2004, sorted by owner’s name, address,
account number, tax year and outstanding delinquent tax amounts in excess of
$20. The list is 626 pages long and contains 10,711 taxpayers that owe a total of
$3,150,624 for the past five years in back taxes, penalty, interest and fees. Last
year’s list for the comparable period totaled $4,363,925.

Listing of Delinquent Personal Property Taxes on Business Vehicles for 1999
through 2003 as of June 30, 2004. This is a list of businesses that owe personal
property taxes on their vehicles as of June 30, 2004, sorted by business owner’s
name, address, account number, tax year and outstanding delinquent tax amounts
in excess of twenty dollars. The list contains the names of 303 taxpayers who owe
a total of $384,025 for the past five years in back taxes, penalty, interest and fees.
Last year’s list for the comparable period totaled $511,819.

Listing of Delinquent Business Personal Property Taxes for 1999 through 2003
as of June 30, 2004. This is a list of businesses that owe personal property taxes
on business property other than vehicles as of June 30, 2004, sorted by owner’s
name, address and outstanding delinquent tax amounts and number of years
delinquent. The list totals $6,267,096 for the last five years.




List 5 Listing of Uncollected Individual Personal Property Taxes for 1999 through
2003 Amounting to Twenty Dollars or Less as of June 30, 2004. This is a list of
individuals that owe personal property taxes that amount to less than $20. The list -
is sorted by the delinquent personal property owner’s names, addresses and
outstanding delinquent tax amounts owed as of June 30, 2004. The list contains
719 taxpayer names and totals $10,452 . Bills were not sent to 415 taxpayers on
the list.

List 6 Listing of Uncollected Personal Property Taxes for 1999 through 2003 on
Vehicles Owned by Businesses Amounting to Twenty Dollars or Less as of June
30. 2004. This is a list of businesses that owe less than $20 in personal property
tax on their vehicles as of June 30, 2004. This list is sorted by business name. The
list totals contains 9 businesses and totals $122. No bills were sent to 4 of the
businesses on the list.

List 7 Listing of Uncollected Business Personal Property Amounting to Twenty Dollars
or Less Each as of June 30, 2004. This is a list of business names, account
numbers and outstanding tax amounts as of June 30, 2004. The list totals $ 427.

Summary of Real Estate Tax Collection Statistics

As of September 30, 2004, the Finance Department has collected $815.9 million, or 99.86 percent
of the real estate taxes levied for tax years 1999 through 2003. The total outstanding real estate
tax delinquency as of September 30, 2004, amounted to $1.2 million. From July 1, 2003 to
September 30, 2004, an additional $0.3 million has been collected, reducing the City’s real estate
tax delinquency from $1.5 million total as of June 30, 2004 (Attachments 1 and 2). The $1.2
million amount is lower than the $1.5 million amount outstanding at the end of September 2003.

The “Top Twenty” delinquent real estate taxpayers comprise 36.1 percent of the total delinquency
as of September 30, 2004 (Attachment 3). The Finance Department is continuing to take action
against the largest delinquent taxpayers. We have placed rent liens, bank liens, and Circuit Court
liens against several of the property owners. The judicial sale remedy is available to use as
leverage to obtain payment. While the City has not used this judicial sale measure for some time,
the Finance Department plans to selectively use it in this fiscal year. Due to the Finance
Department’s collection efforts, eight property owners appearing on last year's “Top Twenty” list
have sufficiently satisfied their tax obligations to avoid inclusion in this year's "Top Twenty"
listing.

To preserve the City's interest in the collection of delinquent real estate taxes, Virginia Code
Section §58.1-3930 provides that a lien is automatically placed (by operation of law) on property
with outstanding real estate taxes. This tax lien is a claim by the City for payment of the tax debt
and begins on the day following the due date for payment of taxes. The lien is recorded on the
City's computerized Real Estate Land Records System against delinquent properties and remains
in effect until the outstanding taxes, penalties and interest have been paid in full. An automatic
lien ensures that the City will collect any delinquent real estate taxes when the owner sells the
property or applies for a mortgage.




Summary of Vehicle Personal Property Tax Collection Statistics

Because the City’s population is very transient, collecting personal property taxes on vehicles is
far more challenging than collecting real estate taxes. In July 2004, the City issued 101,881
personal property tax bills for vehicles. Of the vehicles billed, 32,758 or 32.2 percent were
brought into the City after July 2003. Many taxpayers leave the City without notifying the
Finance Department of their change of address. As a result, they are billed for the full year
because we are not aware that they have left the City. A tax bill is reduced (prorated) if and when
the Finance Department is informed that a vehicle has been removed from the City. As a result of
proration, a significant portion of the delinquent personal property tax on vehicles are relieved or
adjusted. As of September 30, 2004, the Finance Department has collected, adjusted, or relieved
$ 88.2 million or 97.6 percent of the personal property tax levied on vehicles between 1999 and
2003. .

The total outstanding personal property tax, penalty and interest on all vehicles outstanding as of
June 30, 2004, was $ 2.7 million in taxes due and § 8 million in penalty, interest and fees for a
total of $3.5 million (total from lists 2, 3, 5 and 6). This compares to $ 4.8 million as of June
2003. From July 1 to September 30, 2004, an additional $.6 million of tax penalty and interest
has been collected or relieved, further reducing the City’s personal property tax delinquency on
vehicles to $2.9 million. It should be noted that due to vehicle owner transiency, much of this $
million is most likely uncollectible.

Summary of Business Personal Property Tax Collection Statistics

While the vast majority of City businesses file and fulfill their business personal property
obligations, some businesses do not. When a business fails to file a business personal property tax
return, the City levies a business personal property tax on the tangible property owned or leased
in the City. For example, if a business is licensed in the City, has gross receipts of $500,000 or
less and fails to file a business personal property tax return, that business is automatically billed on
the basis of an assumed $75,000 in business personal property. For businesses with gross receipts
between $500,000 and $1 million, staff assesses $100,000 in business personal property and for
businesses with over $1 million in gross receipts, staff assesses $150,000 in business personal
property. If a business filed a personal property tax return last year and fails to file a return this
year, that business is automatically billed 115 percent of last year’s tax levy. These bills are also
referred to as “Statutory Assessments” because the Code of Virginia provides local jurisdictions
the authority to issue estimated bills. Because the validity of these billings cannot be known at the
time personal property taxes are levied, they are included in the total levy and thus artificially
increases the amount of outstanding taxes and reduces the City’s collection rate.

In FY 2004, staff levied approximately $7.9 million in estimated business personal property taxes
to businesses that failed to file a return. Of these estimated bills, approximately 20.0 percent, or
$1.6 million, were paid without any adjustments. This represents an annual revenue source that
the City would not have received if it did not issue estimated bills.

The Finance Department has collected, adjusted, or relieved $ 83.7 million or 97 4 percent of the

business personalproperty tax levied between 1999 and 2003. The total outstanding business
personal property tax, penalty and interest as of September 30, 2004, was $ 2.8 million. This
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compares to $4.2 million in September 2003. From July 1, 2004 to September 30, 2004, an
additional $3.4 million has been collected or relieved, reducing the City’s business personal
property tax delinquency from $6.2 million to $2.8 million. Most of the remaining $2.8 million in
outstanding business personal property taxes consists of estimated statutory bills that are not
based on a business tax filing. It should be noted that due to the statutory nature of assessments
and changes in business status and location, this balance is most likely uncollectible because the
businesses are no longer operating or owe far less than the statutory assessment.

Delinquent Tax Collection Procedures
In the past few years, the Finance Department has aggressively pursued all delinquent taxes by
taking the following actions:

1.

Real estate tax bills for the current year are mailed semi-annually in May and
October. Personal property tax bills are mailed annually in August. All unpaid
prior year taxes, late filing penalty, late payment penalty and interest are included
on the tax bills.

Outstanding balance due letters are generated and mailed to property owners who
fail to pay or make partial tax payments.

Outstanding balance due letters are mass mailed annually to all property owners
with delinquent taxes.

Computer tapes of the City's Real Estate Accounts Receivable file are provided to
tax service companies. These companies "encourage” or are authorized by their
participating mortgage lenders to pay the outstanding balances on any properties
to which they maintain a mortgage.

“Friendly” reminder letters are mailed annually to delinquent taxpayers requesting
payment in the event that they overlooked the delinquent taxes.

A warning letter is mailed to property owners with delinquent taxes explaining that
their names will be published in a local newspaper and/or on the Internet, unless
their delinquent taxes are paid.

If the taxpayer takes no action as a result of the preceding steps, staff and/or
collection agencies then attach third party assets, request the Department of Motor
Vehicles to withhold the vehicle’s registration until the taxes are paid and/or sends
the account to the Virginia Set-Off Debt Collection Program where the delinquent
taxes are withheld from the individual’s State tax refunds. Staff also attaches
delinquent taxpayer bank accounts, certificates of deposit, and rental income.

Other actions such as initiating the judicial sale process for real estate property can
also be taken.




Publishing List of Delinquent Taxpayers

The threat of publishing a delinquent taxpayer’s name is one of the Finance Department’s most
effective collection tools. The Finance Department is requesting that Council authorize the
publication that parts of the delinquent listings in which taxpayers have a balance due of $1,000 or
greater, be published in a newspaper having general circulation in the City and that portions of the
real estate tax and personal property tax listings deemed advisable by the Director of Finance be
listed on the City of Alexandria website. The placement of the listings on the City’s website has
also improved the Finance Department’s collection efforts. The listing will be checked prior to
publication and adjusted for tax payments made between June 30, 2004, and the publication date.
If the taxes are paid in full by the time of publication, the property owner’s name, or the name of
the business will not be published in the newspaper or listed on the City’s website. Names of
individuals or businesses that have received tax adjustments, declared bankruptcy, filed tax
exemption appeals, appealed the tax assessment or entered into formal payment arrangements
with the City will not be published or listed. Names of businesses that received a statutory billing
or ceased operations in the City will also not be published or listed. Within the framework
described above, staff intends to publish the names of delinquent real estate taxpayers in the
newspaper and list the names of both delinquent real estate and delinquent personal property
taxpayers on the City’s website.

FISCAL IMPACT: Delinquent tax collection efforts in FY 2004 resulted in $4.7 million in the
collection of prior year delinquent property taxes, penalties and interest. In addition, significant
current year delinquent taxes were collected. Based on prior collection history, staff expects to
collect similar amounts during FY 2005.

ATTACHMENTS:

Attachment 1 - Listing of Delinquent 1999 through 2003 Real Estate Taxes as of June 30, 2004
This attachment is a list of delinquent real property owner names, parcel addresses and
outstanding delinquent tax amounts owed to the City as of June 30, 2004.

Attachment 2 - Statistical Summary of Delinquent Real Estate Taxes This chart summarizes the
tax amounts billed to taxpayers in tax years 1999 through 2003, and the delinquent balances as of
June 30, 2003, June 30, 2004, and September 30, 2004.

Attachment 3 - Top Twenty Delinquent Real Estate Taxpayers for Tax Years 2003 and prior as
of September 30, 2004 This list includes the property owner's name, the total amount owed by a
taxpayer, the number of delinquent parcels and the total amount owed by the twenty real property
owners with the largest outstanding balances. This report is provided to Council to highlight the
most delinquent real property owners in the City.

STAFF:

Daniel A. Neckel, Director of Finance
David Clark, Division Chief, Treasury
Debbie Kidd, Division Chief, Revenue
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CITY OF ALEXANDRIA

Attachment 2

STATISTICAL SUMMARY OF DELINQUENT REAL ESTATE TAXES

Tax
Year

(A)

1999
2000
2001
2002
Subtotal

2003
Total

Original
Annual
Tax

Levy
(B)

134,933,529
147,367,959
159,769,844
174,767,220
616,838,552

200.189.,522
817,028,074

Delinquent
Balance
as of

06/30/03

©

101,301
171,430
304,120
1,236,087
1,812,938

n/a
1,812,938

3%

Delinquent

Balance
as of
06/30/04

(D)

66,993
92,461
133,042
271,517
564,013

898.835
1,462,848

Current
Delinquent
Delinquent  Balance as
Balance  Percentage of
as of Original Tax
09/30/04 Levy
(E) )
66,730 0.05%
91,839 0.06 %
128,928 0.08%
220,799 0.13 %
508,296 0.08%
653.061 0.33%
1,161,357 0.14%




Top20SEPQ4

TOP TWENTY DELINQUENT REAL ESTATE TAXPAYERS

CITY OF ALEXANDRIA, VIRGINIA

2003 TAX YEAR AND PRIOR
AS OF SEPTEMBER 30, 2004

Attachment 3

AMOUNT OWED
TAX, PENALTY NUM.
REFUSE & INTEREST TAXPAYER NAME PARCELS
1 $37,520 JULIAN SLAUGHTER % LOUIS SLAUGHTER 1
2 $36.,761 ROSA B. HYMAN & SARAH A. MACKEY 1
3 $31,399 BERNARD R. OR MARCELLA M. CORBETT 1
4 $31,041 CHRISTOPHER D. BECNEL 1
5 $27,848 FRED B. BARRON ET AL 1
6 $23,222 JOHN A. MILLSBACK 1
7 $22,710 DIANE JOHNSON 1
8 $22,914 LAURA F. EVANS OR ANNA L. FRERE 1
9 $20,405 ALICE C. MYERS 1
10 $18,943 DOUGLAS F. FOORD 1
11 $15.984 BURDALL ASSOCIATES 1
12 $17.750 JESSIE JR OR BESSIE LOVELACE 1
13 $16,369 KAMRAN OR TAIBEH BAHRAMI 1
14 $15,908 DAVID W LOMMIS ET AL 1
15 $14,461 COMMONWEALTH ATLANTIC 1
16 $14,182 DORIS B & JOHN D RAMSEY 1
17 $13,951 JAMES E HERLICK 1
18 $13,656 DORIS A MCCONNELL ETAL 1
19 $13,168 PATRICK H. MONAHAN 3
20 $11,232 HAJAR GHIAS 1
419,424 22
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