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STAFF REPORT
SUBJECT:
AN ORDINANCE authorizing a property tax levy for submission to the voters that will fund the continued operations of the automated fingerprint identification system (AFIS).  The proposal would approve levy submission on the November 7, 2006 ballot.  This ordinance offers the county an opportunity to re-submit the AFIS levy to the voters should the proposition fail on the September 19th ballot.  
SUMMARY:
On July 10, 2006, the council approved Ordinance 15537 authorizing a property tax levy for submission to the voters on September 19, 2006, which would fund the continued operations of the automated fingerprint identification system (AFIS).  The adopted ballot measure would establish a levy rate of 5.68 cents per $1,000 of assessed value (AV) for a six year period, with a growth rate in accordance with RCW 84.50.050.  (Currently that growth rate is 1%, as established by voter approval of Initiative 747.)  

Should the September ballot measure fail, approval of Proposed Ordinance 2006-0384, would allow the council to begin a process to re-submit a proposal to the voters in the November election cycle.  Due to required timelines, the council would need to submit a November ballot proposal to Records, Elections, and Licensing Services (REALS) by September 22nd.  This proposal would provide a vehicle for that purpose.  
Contingency language is included in the ordinance stating that the proposition be placed on the November 7 ballot only if the AFIS levy proposition submitted to the voters on September 19 is not approved.  In addition, this measure is proposed at the same rate as offered on the September ballot.  

BACKGROUND
As a reminder to councilmembers, the AFIS levy is intended to support expenditures for six years, generating $102,424,000 over that time period.  Of that amount, $90,451,000 is to maintain the “status quo” - in other words, to maintain current AFIS programs and staffing operations.  The cost for implementing AFIS Advisory Committee (AAC) recommended initiatives, Attachment 4, for the next six years is $11,973,000.  The total increase from the prior six year period to the forecasted six year period is 7.16% average annually.  (2.78% of this is attributable to the 2007-2012 initiatives and 4.38% is an increase in status quo costs including operational needs
, as well as cost of living increases and benefit rate increases.)  
Levy Authority and History

The regional AFIS Program is a countywide, levy-funded program and requires voter approval every levy period.  RCW 84.52.043 allows jurisdictions to levy a property tax.  The AFIS levy is a regular property tax and is subject to the growth limitations contained in RCW 84.52.050, which currently limits the rate of growth to one percent - plus the prior years’ new construction.  
King County voters have approved levies to support AFIS programming in 1986, 1990, 1995 and 2000.  It should be noted that the current AFIS 2001-2005 Levy expired on December 31, 2005.  Costs for the program in 2006 are supported by previous year’s collections.  Per the AFIS report, careful management of funds, combined with slightly higher than expected revenues, allowed the Regional AFIS program to meet its operational costs for an additional year.  The following table details the previously approved dollar rates for the first year of AFIS levy collection.  
Table 1
Past Levy Rates
	Previous Years
	Rate per AV

	1986
	$0.02500

	1990
	0.02000

	1995
	0.06650

	2000
	0.05784


AFIS Advisory Committee (AAC) Recommended Funding Options

The Regional AFIS Report had two preferred recommendations to fund the AFIS program.  The report contained as the preferred choice a permanent property tax levy.  However, in the event that the permanent levy was not viable, a six-year levy was proposed for the purpose of paying for the continued operation of the AFIS program.  

On July 10, 2006, the council approved Ordinance 15537 authorizing a property tax levy for submission to the voters on September 19, 2006, which would fund the continued operations of the automated fingerprint identification system (AFIS).  The adopted ballot measure would establish a levy rate of 5.68 cents per $1,000 assessed value (AV) for a six year period, with a growth rate in accordance with RCW 84.50.050.  (Currently that growth rate is 1%, as established by voter approval of Initiative 747.)  Please note that the 2000 five year AFIS levy was authorized at $0.05784 cents per $1,000 AV – an amount higher than the option approved by the council in July.  This funding option would cost taxpayers an estimated $22.78 annually for a home valued at $400,000.  Attachment 2, prepared by OMB, provides a comparison the annual property tax cost to homeowners of various levy rates applied to the median home value for each incorporated area of the county as well as for unincorporated King County.  Note that one column is for a 5.68 cents rate for 6 years, the proposal that will be on the September ballot.

ANALYSIS:
The RCW requires that levy funding options state the first year’s dollar rate per $1,000 of assessed value.  As a reminder to members, the levy rate will decrease from the first year’s rate.  This is due to two factors:  (1) the assessed value will likely increase and (2) the growth in the dollar amount of the levy is limited to 1% plus new construction.  To support the proposed six year expenditures, the levy will need to collect $102,424,000 or an average of $17 million per year.  
This proposed ordinance offers a “fall back” position for the council to offer a second ballot measure for voter consideration of an AFIS levy.  Should the September ballot measure fail, approval of Proposed Ordinance 2006-0384, would allow the council to begin a process to re-submit a proposal to the voters in the November election cycle.  The November General Election offers the last opportunity for voter approval for AFIS funding via a levy mechanism to support expenditures beginning in 2007 and the five succeeding years.  
Timeline

The Clerk of the Council has advised that the following deadlines would be necessary for inclusion of an AFIS ballot measure on the November 7 ballot:  
· August 21:

referral to the Operating Budget Committee
· August 23:

Operating Budget Committee action

· September 11:
Last date for Council action at a regular meeting
 
· September 18:
Last regular council meeting to pass as an emergency

· September 19:
Primary Election

· September 22:
Last special council meeting to pass as an emergency

· September 22:
Effective ordinance to Elections

· November 7:

General Election

This timeline would allow a very short window – only three days – between knowing if the September measure fails and meeting deadlines for the November ballot.  Consequently, Proposed Ordinance 2006-0384 begins the legislative process by providing a mechanism for council action.  With proposed legislation in the “pipeline”, the council would have the ability to consider a different alternative, if needed, per the timeline provided by the Clerk.  
The proposed legislation differs from the previously approved AFIS legislation by:

1. Changing the ballot date – amending the September 19 date to November 7. 
2. Adding a contingency clause – stating that if the September measure receives voter approval, this proposed ordinance will not move forward.  
Should the council wish to make other changes to the legislation, such as revising the rate, it would require either committee or council revision.  Should the council wish to reconsider a different rate after September 19, an emergency situation would arise.  Emergency legislation would be needed and would most likely require a special meeting of the council and a super majority vote for passage. 
Cost of Ballot Failure

Should the AFIS levy not be approved by the voters, the result could prove to be quite costly.  The county would have limited funding options to support the AFIS program, with the general fund being the most likely viable funding source.  The county could also opt to reduce or eliminate funding for the regional services.  The county could choose from the following:  
· Discontinue the AFIS program – This option would not fund AFIS in 2007 and beyond.

· Reduce the AFIS program – The program could be continued at a reduced level of service.  This option could allow the county to provide full cost recovery contracts with jurisdictions on a city by city basis.  The county could also choose to provide the service in the unincorporated areas by maintaining machines and coordinating the program at a minimum staffing level using general fund support.  

· Continue the AFIS program through general fund support – This option would require $17 million from the general fund to be directed toward the program annually.  The council could opt to support the program in this way which might require policy decisions to reduce other service areas supported by the general fund, such as human services.  

If the proposed “fall back” or “contingency” ordinance authorizing submission to voters in November is not approved and the September measure fails, the county could also re-submit the authorization in the spring of 2007.  This could be quite costly, as discussed in the next section.  
Cost of Election Process
The county’s Records Elections And Licensing Services (REALS) division is responsible for conducting countywide and special elections.  The number and extent of special elections can vary from year to year and the estimated cost for conducting elections is anticipated in the REALS annual budget appropriation.  RCW 29A.04.216, states that “The auditor shall also apportion to each city, town, or district, and to the state of Washington in the odd-numbered year, its share of the expense of such primaries and elections.”  The result of this law is that even year elections for statewide issues are not charged to the state.  Consequently, the county bears the cost of even year elections that involve state matters.  
The REALS annual budget assumes the cost of special and countywide elections.  After an election has been conducted and actual costs are known, the charges are prorated among the jurisdictions calling for the special election, which is pursuant to state law (RCW Title 29).  The AFIS ballot measure will not add to county costs because both the September and November elections include countywide measures for which REALS would already be required to print ballots and conduct the election (included in the budget).  However, if the measure were to occur in the spring of 2007 during a special election that would not be countywide, the costs could be $2.3 to $3 million.  

Other Impacts

Currently, the county contracts with jurisdictions to maintain the AFIS live scan machines through the duration of the levy funding period.  Should an AFIS levy fail, the county would not have on-going contractual obligations.  There is no requirement with other jurisdictions to maintain contracts into 2007
.  However, AFIS is a regional program linking law enforcement agencies within the county.  If a jurisdiction were not able to afford a service contract, certain crimes might go unsolved due to the inability to identify fingerprints across jurisdictional boundaries.   
Past Levy Failure

As a historical reference, in the fall of 1997, voters failed to approve a six-year levy for Medic One
.  When the initial levy failed, the council was able to bridge the funding gap by approving a supplemental appropriation.  Consequently, the first six months of 1998 were funded by provider contributions and by the CX contribution.  The second six months of 1998 were funded by short-term borrowing since, by law, levy revenues could not be collected until 1999.  
This short-term borrowing was accomplished by using general obligation tax anticipation notes (TANs).  Tax anticipation notes are a short term borrowing instrument permitted under RCW 39.50, which pledges forthcoming tax receipts as security for the loan.  These tax anticipation notes were paid off using EMS levy revenues in June of 1999 and 2000.  

The total cost of the Medic One levy failure was approximately $25 million, the expenditure appropriation amount to support EMS in 1998.  
Reasonableness:
Approval of Proposed Ordinance 2006-0384 would provide the county a second attempt for voter approval of an AFIS levy, if needed.  As such, approval of this ordinance constitutes a prudent and fiscally responsible contingency action.
INVITED

· Bob Cowan, Director Office of Management and Budget (OMB)
· Toni Rezab, OMB
· Chris Bushnell, Economist, OMB

· Peggy Pahl, Civil Division, PAO
· Janine Joly, Civil Division, PAO
· Marilyn Nault, AFIS Manager
ATTACHMENTS:


1. Proposed Ordinance 2006-0384 
2. Median tax burden of potential levy rates

3. Property Tax Limitations

4. AAC Recommended Initiatives

5. Process for Levy Approval
� These operational costs include the replacement of 22 live scan capture stations ($835,000 one time in 2007) and new approaches to live scan maintenance based on actual usage, resulting in savings of $600,000 over 6 years.  


� This option would require expedited processing--chair sign on 9/11, exec sign on 9/12) (relieve committee if there has been no committee action)


� Some of the AFIS scanning machines are at the “end of life” and were under contract to be maintained only through December 31, 2006.  


� In February 1998, a three-year EMS levy was approved by the voters, which provided for the second half of 1998 expenditures and for the ensuing three years (1999-2001).  
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