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STAFF REPORT

SUBJECT: 
Proposed Ordinance 2013-0432 is an ordinance relating to the imposition of the excise tax on radio access lines in King County for the continued operations of an enhanced 911 emergency telephone system; and amending Ordinance 6875, Section 1, as amended, and K.C.C. 4A.510.200 and Ordinance 6875, Section 2, as amended, and K.C.C. 4A.510.210.

SUMMARY:  
This Proposed Ordinance modifies King County Code to conform to recent changes in state statute related to how Enhanced 911 excise taxes are collected.  The proposed change would allow the county to continue collecting these taxes in compliance with state statute and does not add a new tax or change the amount of taxes collected.

[bookmark: _GoBack]The proposed ordinance can be found at Tab #2013-0432 in your notebooks. 

BACKGROUND: 
The King County Office of Emergency Management includes the Enhanced 911 (E911) Program.  The E911 administers funds that are collected from various telephone excise taxes. "Enhanced" refers to the fact that the 911 system includes the capability to selectively route incoming 911 calls to the appropriate one of 12 Public Safety Answering Points (PSAPs) operating in a defined 911 service area within the county.  The office works with all public safety answer points (PSAPs or 911 dispatch centers) to ensure that equipment and technology is state of the art, providing 911 emergency response services throughout the County. 

King County imposes a County Enhanced 911 excise tax, as authorized by RCW 82.14B.030, on the use of radio access lines (which includes cellular phones) currently paid by the cell phone owner to service provider who then remits the tax to the county. Counties are authorized to impose a 70 cent per line tax on landline, cellular, and voice over internet protocol (VoIP) telephone services. The state is authorized to impose a 25 cent per line tax on these same services. These taxes are referred to as the Enhanced 911 (E911) excise tax, which is used to fund emergency communications systems. The county’s estimated E911 Excise Tax revenues for 2014 are $24.6 million. 

Prepaid wireless (prepaid cell phones) were not been explicitly addressed in statute; however, in 2010 the Washington State Supreme Court ruled that prepaid wireless phones are subject to the E911 excise tax. As a result, the Washington State Legislature passed Second Engrossed Second Substitute House Bill 1971 which amended certain statutes related to taxes and other charges on communications services, including RCW 82.14B.030. The legislation modified RCW 82.14B.030 restructuring how counties may impose an Enhanced 911 excise tax on the use of prepaid wireless telecommunications service. 

The proposed ordinance can be found at Tab #2013-0432  in your notebooks. 

ANALYSIS:  
This ordinance would align King County Code with State statute. It would change the payment of the excise tax from the service provider (charged to customer as part of the purchase price, collected, and then remitted to the county) to be collected at the point of retail sale.  

Even before the legislature acted, prepaid cellular phone providers were already remitting the E911 wireless tax for their prepaid customers. This ordinance is not projected to change the E911 tax revenues.  However, the new law does distinguish prepaid wireless service from postpaid, and changes the point of collection for prepaid wireless services to the point of sale bringing clarity to state law. In order to appropriately collect these revenues, King County must change its code provisions to adopt the new statutory provisions.

The county’s estimated E911 Excise Tax revenues for 2014 are $25.4 million. In 2013, the tax generated $24.8 million.

REASONABLENESS:  
This legislation would conform county code to recent legislative changes by having the tax added when a consumer buys a prepaid cellular phone from a retailer.  This change will ensure that the county can continue collecting these excise taxes.  According to the executive, failure to pass this ordinance will reduce the county’s wireless E911 revenues because it would no longer be authorized to collect the tax for prepaid service. In addition, if King County is not collecting the maximum enhanced 911 taxes authorized by state legislation, the county would no longer be eligible to receive its state portion of the E911 revenue. Either of these reductions in revenue would cause a decrease in 911 services and support to the county’s Public Safety Answering Points.  As a result, it appears adopting this ordinance is reasonable.



INVITED:
· Dwight Dively, Director of King County Office of Policy, Strategy, and Budget  
· Marlys Davis, E911 Program Manager

ATTACHMENTS:
1. Fiscal Note
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