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SUBJECT:
AN ORDINANCE which sets parameters for the acceptance of electronic payments.

BACKGROUND:
In 1997, the state legislature gave county treasurers the authority to accept payments made using electronic media.  This includes payments made by credit or debit cards, electronic checks, wire transfers or other electronic payment methods.  The legislature further allowed counties to absorb the costs associated with electronic transactions for nontax payments if the county’s legislative body found it to be in the best interests of the county to do so (RCW 36.29.190).  At the time the statute was enacted, several King County agencies already were accepting electronic payments, primarily as in-person credit card transactions.

During 1998, a working group met to consider issues related to electronic payments (e‑payments) and to draft legislation to bring county code in line with state law.  Regular attendees included representatives of Transit, Parks, Finance, Records and Elections, District Court, the PAO, ITS and Solid Waste.  This group produced a working draft of the current legislation and debated a range of issues as it worked through revisions.  According to Executive staff, the essential elements of the transmitted ordinance were in place by the end of 1998.

On August 10, 1999, the Executive transmitted Proposed Ordinance 1999-0449 to the Council for review.

ISSUES:
Proposed Ordinance 1999-0449 was before the Utilities and Technology Committee on February 10th and March 23rd of this year.  On both occasions, numerous issues were raised regarding the implementation of this legislation.  One difficulty surrounding this proposal was the distinction between e-payments (which is a means of accepting payments made electronically) and e-commerce (which is a means of offering services and products over the Internet).  While the ability to accept e‑payments is a necessary precursor to the development of e‑commerce, they are separate issues which do not need to be addressed within the same ordinance.

This legislation was brought before the Utilities and Technology Committee once more on July 13th.  At that meeting, Chair Irons directed staff to prepare a striking amendment which addressed only the central electronic payment portion of the original ordinance.  Following that meeting, Council staff worked collaboratively with members of the Finance Department, the Budget Office and the Information and Telecommunications Services Division to craft an appropriate striking amendment.  This amendment received the blessing of all interested reviewers and was introduced for consideration by Councilmembers Irons and Hague.  The committee approved the amendment and the amended ordinance at its August 10th meeting.

THE SUBSTITUTE ORDINANCE:

The provisions of Proposed Substitute Ordinance 1999-0449 are as follows:

· Preamble.  Provides background for the ordinance, recognizes that acceptance of electronic payments opens the way for the sale of county services and products over the Internet (also known as electronic commerce), and affirms Council intent to review and approve a full set of e‑commerce policies and guidelines before an enterprise e‑commerce solution is initiated.

· Section 1.  States the purpose of the ordinance.

· Section 2.  Creates a new chapter in K.C.C. Title 4 entitled “Electronic Payments”.

· Section 3.  Defines various terms related to electronic payments.

· Section 4.  Establishes the following electronic payment policies:

A. No department or agency may be required to accept electronic payments.

B. A department or agency may accept e‑payments without Council approval, only if the transaction fee is borne by the payer.

C. A department or agency may absorb the cost of e‑payment transaction fees, only if the Council has given its approval to do so.

D. Departments and agencies may not absorb transaction fees for the electronic payment of taxes.

E. Departments and agencies may not absorb transaction fees for specified electronic nontax payments.

F. A department or agency collecting payments to be shared with other state or government agencies may absorb the transaction costs only under certain conditions.

G. The Finance Department shall award and administer agreements for countywide credit card services.

H. A department or agency may accept e‑payments in person, over the phone, by fax, by mail, or via the Internet as determined by the appropriate head of the department or agency.

I. Convenience fees may be added to electronic payments processed via an interactive voice response system or via the Internet.  The Finance Department must approve this fee.

J. A department or agency which absorbs transaction fees must include these costs as a line item in its budget.

· Section 5.  Establishes protocol for initiating acceptance of electronic payments

A. A department or agency may initiate acceptance of e‑payments without Council approval, provided that any transaction fee is borne by the payer.

B. A department or agency wishing to absorb transaction fees must first submit a proposal to the Budget Office and Finance Department.  If the Budget Office and Finance Department support the proposal, the Executive may transmit an appropriation request to the Council.  The Council encourages submittal of such requests as part of the annual budget.

· Section 6.  Establishes an annual reporting protocol to facilitate tracking the cost of electronic payments.
· Section 7.  Establishes that this chapter is not a waiver or release in the pursuit and recovery of costs.
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