THE SAN DIEGO COUNTY TREASURER/TAX COLLECTOR TAX REFUND PROGRAM
SUMMARY

The 2005-2005 San Diego County Grand Jury reviewed the San Diego County Treasurer/Tax Collector’s procedures for refunding overpaid property taxes.  The review revealed that as of August 2005 the Treasurer/Tax Collector had over 11,000 authorized refunds, accumulated for the tax years 1996 through 2002, which have not been claimed by or returned to taxpayers.  The total value of these refunds exceeded $2.39 million.  Additionally, the Treasurer/Tax Collector’s office held $6.2 million in overpaid property taxes for tax years 2003 through 2005 that are refundable.  The State Revenue and Taxation Code
 provides that unclaimed refunds may, after four years, be transferred to the County General Fund.  The last transfer of eligible funds to the County General Fund was $49,542.49 in February, 1998.

The Grand Jury’s investigation revealed that the Treasurer/Tax Collector’s department does not have adequate written policies and procedures for processing refunds.  This problem was highlighted in an Internal County audit in 2003.  The Grand Jury recommends that the Treasurer/Tax Collector complete the written policies and procedures for refunding overpaid property taxes.

The Grand Jury commends the Treasurer/Tax Collector’s department for actions taken in response to the Grand Jury investigation.  The Treasurer/Tax Collector subsequently issued refunds to taxpayers of approximately $760,000 as of November 8, 2005.  The Grand Jury anticipates that the Treasurer/Tax Collector will continue to show diligence by accelerating refunding of overpaid property taxes.

PURPOSE
The Grand Jury focused on the following issues:

1. Refund procedures used by County Treasurer/Tax Collector.

2. The most recent refunds distributed to taxpayers.

3. Minimum refund amount.

4. Procedures used to locate eligible taxpayers whose address of record may be invalid.

5. Tax bill format.

PROCEDURES
1. Interview the San Diego Assessor and staff.

2. Interview the San Diego Treasurer/Tax Collector and staff.

3. Review the Treasurer/Tax Collector written responses to Grand Jury written questions.

4. Review the list of the pending property tax refund files from 1996 to 2005.

5. Review of the Treasurer/Tax Collector Internal Audit Report dated March 19, 2003.

DISCUSSION
During the Grand Jury’s analysis of the current process for refunding overpaid property taxes, the Treasurer/Tax Collector’s staff informed the Grand Jury that over 11,000 tax refunds from 1996 to 2002 had not been claimed or refunded.  According to the Treasurer/Tax Collector staff a total of almost $2.4 million had not been claimed or refunded to eligible taxpayers.  In addition, the Grand Jury was apprised of $6.2 million of eligible refunds accumulated from tax years 2003 to 2005.  The Treasurer/Tax Collector stated that his office is working to develop written policies and procedures for processing property tax refunds.

The Treasurer/Tax Collector staff indicated that they process refunds over $6.00, although the Revenue and Taxation Code
 only requires refunds over $10.00.  Data were provided that indicates the number of refunds of less than $10.00 is minimal.  The Grand Jury questions the cost effectiveness of the present system.

The Treasurer/Tax Collector can recommend the transfer of property tax refunds to the County General Fund if unclaimed for 4 years.  The funds may be transferred on order from the San Diego County Board of Supervisors pursuant to the Revenue and Taxation Code
.  The last transfer of unclaimed property tax refunds to the County General Fund was 1998 in the amount of $49,542.49.
The Treasurer/Tax Collector’s department currently sends refunds pursuant to the Revenue and Taxation Code.  The Treasurer/Tax Collector’s office utilizes the property tax database, the Department of Motor Vehicles, telephone directories and internet searches to find taxpayer addresses.  The Grand Jury recommends that the Treasurer/Tax Collector consider utilizing periodic newspaper notices to alert the taxpayers of potential refunds.

In the course of the Grand Jury investigation it became apparent that a contributing factor to undistributed refunds was the complexity and lack of clarity of the current Supplemental Property Tax Bill.  Taxpayers may not recognize that they are eligible for a refund because the current supplemental tax bill document does not highlight in unique type style, size, or color, the fact that a refund is due.

The Grand Jury determined that the interest rate on overpaid property tax funds held in trust earn approximately 2.82%.  The Grand Jury also determined that a taxpayer may be eligible for interest on their overpaid property taxes when the taxpayer makes application for refund within 30 days, otherwise the interest reverts to the County.

FACTS/FINDINGS
1.
Refund Procedures

Fact:  The Treasurer/Tax Collector’s department does not have adequate written policies and procedures for refunding overpaid property taxes.  The March 19, 2003 Internal Audit Report, prepared by the County Auditor & Controller’s Office, identified issues with the tax refund procedures:

· The Treasurer/Tax Collector’s department does not have adequate operating policies and procedures to govern the refund process.
· The Treasurer/Tax Collector’s department relies heavily on labor intensive procedures to verify current addresses.
· The Treasurer/Tax Collector’s department procedures lack adequate tracking tools to ensure that refunds are processed in a timely and accurate manner in order to provide optimal service to taxpayers and comply with legal mandates.
Findings:  The Treasurer/Tax Collector’s department was informed 2½ years ago that they lacked adequate procedures for returning overpaid property taxes to taxpayers.  The Treasurer/Tax Collector stated that his staff is preparing, but has not completed, written procedures for the Tax Refund Program.

2.
Refunds to Taxpayers
Fact:  The Treasurer/Tax Collector’s department provided the Grand Jury with lists of unclaimed tax refunds for the tax years from 1996 to 2005.

As of August 2005, the Treasurer/Tax Collector’s department held $2.39 million in overpaid property taxes for tax years 1996 through 2002.  These monies should have been refunded to taxpayers.


1996
$  147,631.86


1997
$  287,054.79


1998
$  361,038.98


1999
$  509,904.14


2000
$  309,193.08


2001
$  297,380.70


2002
$  480,616.09


$2,392,819.64
As of August 2005, the Treasurer/Tax Collector’s department held $6.2 million in overpaid property taxes for tax years 2003 through 2005.  These monies are available and should be refunded to taxpayers.


2003
$  592, 361.04


2004
$    59, 127.29


2005
$5,544,988.15


$6,196,476.48
As of August 2005, the total of overpaid property taxes dating from 1996 through 2005 was $8,589,296.12.  These monies are available for refund to the taxpayers.

Finding:  The current Treasurer/Tax Collector has been in office since November 2002.  As of August 2005, there was a backlog of over 11,000 refunds that remain unclaimed for tax years 1996 through 2002.  The Treasurer/Tax Collector’s department should have been more diligent in responding to the 2003 Internal Audit that identified significant deficiencies in the refund process.  The Grand Jury agrees that the Treasurer/Tax Collector’s department is now aggressively pursuing the refunding of payment to the taxpayers for the years 1996 through 2002.  If refunds are not claimed for the tax years 1996 through 2002 by June 30, 2006, the remaining funds may escheat to the County General Fund by order of the San Diego County Board of Supervisors.

3.  Minimum Refund
Fact:  The California Revenue and Taxation Code
 states:

When the amount of taxes paid exceeds the amount due by more than ten dollars ($10), the tax collector shall send notice of the overpayment to the taxpayer.

The Treasurer/Tax Collector’s department has elected to refund overpayments that exceed six dollars.

Finding:  The current policy of processing refunds that exceed six dollars adds unnecessary expense to the administrative cost of making refunds.

4.  Supplemental Tax Bill
Fact:  The 2004 Supplemental Tax Bill sample reviewed by the Grand Jury includes a section titled “Refund Pending”.  In another space, the overpayment amount is stated as a negative dollar amount.

Findings:  The format of the Supplemental Tax Bill is not easily understood and may be confusing to many people.  A distinctive method is not used to indicate to the taxpayer that they are entitled to a refund.

RECOMMENDATIONS

The Grand Jury recommends that the San Diego County Treasurer/Tax Collector:

06-01:

Expedite the completion of written policies and procedures for 


processing refunds.

06-02:

Issue refunds for all tax years prior to 2001 as soon as is practicable.

06-03:

Evaluate the cost savings to the Treasurer/Tax Collector’s office if the 


minimum refund amount is increased from $6.00 to $10.00 as 


authorized by the Revenue and Taxation Code.

06-04:

Revise the Supplemental Tax Bill format to highlight the taxpayer’s 


eligibility and amount of the refund.

COMMENDATION
The Grand Jury commends the Treasurer/Tax Collector’s department for his response to the Grand Jury investigation.  The Treasurer/Tax Collector subsequently issued refunds to taxpayers of approximately $760,000 as no November 8, 2005.  The Grand Jury anticipates that the Treasurer/Tax Collector will continue to show diligence in refunding overpaid Property Taxes.
REQUIREMENTS AND INSTRUCTIONS

The California Penal Code §933(c) requires any public agency which the Grand Jury has reviewed, and about which it has issued a final report, to comment to the Presiding Judge of the Superior Court on the findings and recommendations pertaining to matters under the control of the agency.  Such comment shall be made no later than 90 days after the Grand Jury publishes its report (filed with the Clerk of the Court); except that in the case of a report containing findings and recommendations pertaining to a department or agency headed by an elected County official (e.g. District Attorney, Sheriff, etc.), such comment shall be within 60 days to the Presiding Judge with an information copy sent to the Board of Supervisors.

Furthermore, California Penal Code §933.05(a), (b), (c), details, as follows, the manner in which such comment(s) are to be made:

(a) As to each grand jury finding, the responding person or entity shall indicate one of the following:

(1) The respondent agrees with the finding

(2) The respondent disagrees wholly or partially with the finding, in which case the response shall specify the portion of the finding that is disputed and shall include an explanation of the reasons therefor.

(b) As to each grand jury recommendation, the responding person or entity shall report one of the following actions:

(1) The recommendation has been implemented, with a summary regarding the implemented action.

(2) The recommendation has not yet been implemented, but will be implemented in the future, with a time frame for implementation.

(3) The recommendation requires further analysis, with an explanation and the scope and parameters of an analysis or study, and a time frame for the matter to be prepared for discussion by the officer or head of the agency or department being investigated or reviewed, including the governing body of the public agency when applicable.  This time frame shall not exceed six months from the date of publication of the grand jury report.

(4) The recommendation will not be implemented because it is not warranted or is not reasonable, with an explanation therefor.

(c) If a finding or recommendation of the grand jury addresses budgetary or personnel matters of a county agency or department headed by an elected officer, both the agency or department head and the Board of Supervisors shall respond if requested by the grand jury, but the response of the Board of Supervisors shall address only those budgetary or personnel matters over which it has some decision making authority.  The response of the elected agency or department head shall address all aspects of the findings or recommendations affecting his or her agency or department.

Comments to the Presiding Judge of the Superior Court in compliance with the Penal Code §933.05 are required by the date indicated from:

RESPONDING AGENCY
                   RECOMMENDATIONS                 DATE

San Diego County Treasurer/Tax 
    06-01 through 06-04                         01/16/06

  Collector
� Chapter 5, Article 1, Section 5102


� Chapter 5, Article 1, Section 5102


� Chapter 5, Article 1, Section 5102


� Part 5, Chapter 2, Section 2653
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