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REVISED STAFF REPORT

BFM ACTION:

On September 11, 2002, the BFM Committee gave a “Do Pass Recommendation” to Proposed Ordinance 2002-0346.
SUBJECT:
Proposed Ordinance 2002-0346 would increase the excise tax rates on both wireline telephones and wireless telephones to the maximum rates allowed by state law in order to improve and maintain the enhanced-911 emergency telephone system.  

BACKGROUND:
The Enhanced-911 Program Office is located within the county’s Office of Emergency Management and administers the county-wide Enhanced-911 (E-911) emergency telephone system. "Enhanced" refers to the fact that the 911 system must include the capability to selectively route incoming 911 calls to the appropriate Public Safety Answering Point (PSAP) operating in a defined 911 service area.  The system also must have the capability to automatically display the name, address, and telephone number of incoming 911 calls at the appropriate public safety answering point.  

Under state law, wireline telephone service must include the capability to provide Enhanced-911 service.  The Federal Communications Commission (FCC) also required the wireless telephone companies to be capable of providing enhanced 911 capability when 911 calls are made from wireless telephones.  The FCC allowed implementation of enhanced 911 service in two phases.  The first would provide the location of the cell tower being used for a wireless 911 call and the call-back telephone number.  The second phase would require technology that could locate the actual position of a wireless telephone call being made to 911 and a mapping system at the PSAPs to display the location.  

King County’s Enhanced-911 System  

The King County Enhanced-911 telephone system operates on three levels.  The Program Office is located within the Office of Emergency Management, in the Department of Executive Services.  The Program Office provides general oversight, coordination, revenue collection and distribution of funds for the program. This includes:

1. coordinating the E-911 network, database, and equipment purchase and maintenance; 
2. monitoring tariffs, contracts and agreements with local PSAPs and telephone companies; 
3. monitoring collection and distribution of E-911 excise taxes; and 
4. keeping track of changing technologies and how they affect the E-911 system.

When an emergency call is received from a wireline phone, the call is routed to a dedicated telephone line and the caller is identified and her or his address is provided from the E-911 database.  The call is then routed on the E-911 network to one of 16 local PSAPs.  The PSAPs are not county agencies, with the exception of the King County Sheriff’s Office, which operates one of the largest PSAPs in the county system.  Usually PSAPs are municipalities, special use districts, or other agencies that answer and handle 911 calls under a contract with the county.  Examples of the PSAPs for the county 911 system include the Port of Seattle, the City of Seattle Fire Department, the City of Seattle Police Department, and the fire district of Vashon Island.

For wireless carriers who have not yet implemented Phase I service, when an emergency call is received from a wireless phone, no telephone number or location information is provided to the PSAP.  For companies who have implemented Phase I service, the call-back telephone number and the location of the cell site that processed the 911 call are provided to the PSAPs.  

Private telephone companies are involved in the system through contracts to provide dedicated telephone lines, the selective routing of 911 calls, and the 911 database of their subscribers.  They also are responsible for collecting the excise tax that funds this program when billing their customers.  

E-911 Excise Tax

The county’s Enhanced-911 system is funded by monthly excise taxes charged to each wireline and wireless telephone line in the county.  The county’s authority to collect the monthly excise tax is granted to the county by RCW 82.14B.030.  State law authorizes $0.50 per month to be collected on wireline telephone lines, but King County has only been collecting $0.35 since 1990 due to the high number of access lines.  Until this year, the excise tax rate for each wireless phone line was limited to $0.25 per month.  In the 2002 legislative session, the state legislature raised the limit for this excise tax rate to $0.50 per month

The E-911 excise tax is collected by private telephone companies when they bill their customers.  The funds are remitted to the county E-911 Program Office and managed through a 4.08 Tier 1 fund for the program’s use and distribution.  The telephone companies are allowed to retain some of the tax to pay for their costs in administering and collecting the excise tax.

The funds collected by the excise tax can only be used to enhance, operate and maintain the E-911 system.  The funds generally pay for the service fees charged for the operation of the E-911 Program Office.  These fees include charges for dedicated 911 telephone lines, selective routers, and 911 databases.  The funds also pay for the 911 equipment necessary at the PSAPs to receive and display the 911 database information, other related equipment and services necessary for the effective handling of the 911 calls, training for 911 staff, and public education materials that teach the public about the appropriate use of the 911 system.

A portion of the excise tax funds are paid to the local PSAPs to help defray the operational costs of answering and handling 911 calls under their contract with the county.  If revenue remains after the equipment, operating and maintenance expenses are paid for the E-911 system, the remaining revenue is deposited in escrow accounts for each PSAP.  The escrow accounts can be used by the PSAPs for a limited number of things identified in policies adopted by the council in 1996.  
The following is a very partial list of what is included as a permissible expenditure of PSAP escrow funds:

· Telephone Systems - only the portion that supports the 911 call receivers.

· Recording Equipment - only the portion needed to record the 911 trunks.

· Geo-file - basic upkeep of Geo-file/GIS information to allow PSAP to verify the location of 911 calls to determine if they are within their service area.

· 911 Call Receiver Staffing - only the portion of staff necessary to answer incoming 911 calls.

· Training of 911 Call Receivers.

· PSAP Consolidation Studies, with the participation of the E-911 Program Office.

In 2002, approximately $4.9 million is expected to be collected in revenue from the E-911 excise tax on wireline telephones, and approximately $3.2 million is expected to be collected from wireless phones.  The revenue collected was distributed approximately as follows:

· 67% of the funds are paid for the equipment and service fees that the E-911 Program Office paid to telephone companies;

· 25% of the funds are distributed to the PSAPs under the contract with the county to support their purchase of equipment or provide other direct support to the PSAPs for answering and handling the 911 calls; and

· 8% of the funds are paid for the functions of the E-911 Program Office’s coordination and management role and for 911 public education materials.

ANALYSIS:
Excise Tax Increase

Proposed Ordinance 2002-0346 would increase the excise tax rate charged to both wireline and wireless telephone lines to the maximum rate of $0.50 per month allowed by state law.  The proposed ordinance would equalize the rate of excise tax paid for wireline telephones and wireless phones.  

The fiscal note shows the following additional funds are projected to be collected and expended if the excise tax is increased to $0.50 per month for all telephone lines. 

	WIRELINE

	
	Current
	Proposed
	Projected Increased Revenue

	
	
	
	2nd Year*
	3rd Year
	4th Year

	Wireline Telephone Lines
	$0.35
	$0.50
	$1,967,663**
	$1,849.603
	$1,738,627

	
	Current
	
	Projected Increased Expenditures

	
	
	
	2nd Year*
	3rd Year
	4th Year

	Wireline E-911 System Costs
	$0
	
	$1,967,663
	$1,849,603
	$1,738,627

	WIRELESS

	
	Current
	Proposed
	Projected Increased Revenue

	Wireless Telephone Lines
	$0.25
	$0.50
	$3,597,878
	$3,957,666
	$4,353,432

	
	Current
	
	Projected Increased Expenditures

	
	
	
	2nd Year*
	3rd Year
	4th Year

	Wireless E-911 System Costs – Phase I and Phase II
	$0
	
	$3,597,878
	$3,957,666
	$4,353,432

	TOTALS

	Total Revenues
	
	
	$5,565,541
	$5,807,269
	$6,092,059

	Total Costs
	
	
	$5,565,541
	$5,807,269
	$6,092,059


*The fiscal note on this legislation shows no increased revenue in the current year, because the county would not start receiving the excise tax increase until next year.

**These figures show only the additional revenue and expenditures projected for each year from the increase, not the total revenue collected or total expenditures for E-911. 

Wireline use is decreasing in the county at a rate of six percent per year, reflecting the nation wide trend of switching form wireline to wireless phones.  The E-911 Program Office has projected that as the number of wireline telephones decrease, so will the revenue from the excise tax levied on these telephone lines.  

The proposed excise tax increase would fund maintenance and operation of current wireline-based E-911 service.  The revenue from the excise tax increase on wireline telephone lines would allow the continuation of the level of services provided by the county’s E-911 emergency telephone service including maintenance of the database that provides instant identification of the caller’s name and address when a call is made to 911.

An estimated 40% of all 911 calls are now being made from wireless phones.  This growth in the use of wireless phones has provided 911 emergency call systems with a new challenge.  Because of the mobile nature of wireless phones, the identity and address of a 911 caller is often not helpful in locating the caller.  In 1996, the FCC required wireless telephone companies to devise and implement identification and location capabilities to provide enhanced-911 service for wireless telephones.  The FCC allowed implementation of Enhanced-911 service in two Phases.  The first phase required providing information on the area from which a 911 emergency call was made by using the location of cell towers, as well as the call-back telephone number of the wireless phone making the 911 call.  The second phase will require providing the specific latitude/longitude location of 911 callers using wireless phones.

The King County E-911 Program Office is working on completing the implementation of Phase I Enhanced-911 service, and on the implementation of Phase II enhanced-911 service.  The wireless carriers are developing the capability to use location technologies (perhaps similar to the GPS technology used in some automobiles) to locate 911 callers using wireless phones.  The location technology would enable E-911 to determine a more precise location of a 911 call made from a wireless phone.  The E-911 Program Office is working on the development and installation of a mapping system at the PSAPs which is capable of displaying the latitude/longitude location provided by the location technologies in a usable format to allow the PSAPs to identify the location of wireless 911 callers. 
The revenue obtained from the excise tax increase on wireless phones would fund the service fees charged by the wireless carriers for the provision of the location technology, the service fees charged by the wireline telephone companies for the interface of the wireless system to the E-911 system, and the installation and maintenance of the PSAP mapping system. 

Additional Changes to County Code

Proposed Ordinance 2002-0346 changes King County Code so that the excise tax on wireless phones is levied on wireless phone use when the “place of primary use” is within King County (rather than on the billing address of the end user).   This change would make county code consistent with federal law (Federal Mobile Telecommunications Sourcing Act) and with state law (RCW 82.14B.020).

Proposed Ordinance 2002-0346 also adds a requirement that any wireline telephone or wireless phone company that withholds money to pay for administration and collection of the excise tax must submit a sworn statement to the county.  The sworn statement must be signed by the company’s chief financial officer or other authorized person and must state that the funds retained for tax administration and collection comply with the state and county law authorizing collection of the excise tax.  

This language has been added to the legislation in order to provide the county with an ability to audit the telephone companies should there be any question about the amount of money withheld to administer and collect the excise tax.  As federally regulated entities, wireless carriers are not otherwise subject to audit and review by the county.  Since millions of dollars are collected by telephone companies and forwarded to the E-911 Program to pay for emergency services, the legislation would seek to provide the county with the ability to oversee the telephone companies’ actions.

Reasonableness

Should the council decide to maintain full services for wireline telephones as the number of telephone lines decrease and should the council decide to increase services for wireless phones, increasing the excise tax rates for E-911 would appear to be a reasonable business decision. 
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