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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 September 19, 2006 ballot.  
SUMMARY:
In keeping with past practice, the AFIS levy request was dually referred for review by both the policy committee, Law, Justice and Human Services (LJHS), and the budget committee, Operating Budget Committee (OBC)
.  The policies contained in the levy are assumed from recommendations included in a the report, entitled “King County Regional Automated Fingerprint Identification System, The Future of AFIS including AFIS Initiatives 2007-2012, dated May 15, 2006”.  Approval of this report, transmitted in Proposed Motion 2006-0265, has been deferred by the council to July 10, 2006.  

However, funding choices remain.  The executive proposed legislation was amended in LJHS and a substitute ordinance was forwarded to OBC.  The substitute recommends a different funding option than the executive proposed legislation.  Consequently, two versions of the legislation will be considered by the OBC, which present two different revenue options for AFIS.  

1. Version 1 - Permanent Levy - would establish a permanent statutory levy rate of 5.25 cents per $1,000 of assessed value for the foreseeable future, with a growth rate of 1% 
2. Version 2 - Multi-Year Limited Levy
 – would establish a levy rate of 5.33 cents per $1,000 of AV for a limited six year period, with a growth rate of 3%.  
This staff report will also discuss a third option that is allowed by the Revised Code of Washington (RCW).  That option would establish a levy rate of 5.68 cents per $1,000 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.  That initiative has been determined to be invalid by King County Superior Court, but that decision will likely be appealed.  
BACKGROUND
Extensive staff reports on the proposed Automated Fingerprint Identification System (AFIS) levy have been prepared for consideration by the Law, Justice and Human Services (LJHS) Committee and the Regional Policy Committee.  They are included as Attachments 8 and 9.  This staff report will focus only on the funding options to support estimated expenditures for proposed 2007-2012 AFIS initiatives, which include operational costs for programs and staffing, as well as new generation systems integration.  
What will Six Years Cost?

The forecasted six year AFIS expenditure level is $102,424,000.  (The cost to maintain current AFIS programs and staffing operations - the “status quo” - is $90,451,000.  The cost for implementing the recommended initiatives 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 limits the rate of growth to one percent - plus the prior years’ new construction.  
With voter approval, RCW 84.55.050(3)(b) allows jurisdictions to increase a levy at a higher growth rate than the 1% limit for a period of up to 6 years.  The growth rate and the dollar rate for the first year must be specified in the ballot title.  
King County voters have approved levies to support AFIS programming in 1986, 1990, 1995 and 1999.  It should be noted that the current AFIS 2000-2005 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.  In addition, the dollar rates to support 2007-2012 are shown for comparison purposes.  
Table 1
Past Levy Rates
	Previous Years
	Rate per AV

	1986
	$0.02500

	1990
	0.02000

	1995
	0.06650

	1999
	0.05784


AFIS Advisory Committee (AAC) Recommended Funding Options

To promote the goals of the program, the AAC recommended as its first choice an AFIS permanent statutory levy rate of $0.0525 per $1,000 of assessed value for the foreseeable future.  It should be noted that King County has never requested and the voters have never been asked to approve a permanent levy lid lift; although certain permanent tax allocations are required by state statute, such as the mental health/developmental disabilities allocation.  Voters have also approved certain permanent sales taxes such as the 2000 transit sales tax.  
In the event that a permanent statutory levy is not viable, the AAC recommended as its second choice an AFIS statutory levy rate of $0.0533 per $1,000 of assessed value for the period of 2007-2012 under RCW 84.55.050 (3) (b) for the multi-year lid lift.  Table 2 below also shows the rate per AV under a six year plan, with a levy rate of $0.0568 per $1,000 of assessed value collected under a 1% growth rate option.  

Table 2

Proposed 2006 Levy Rates
	Permanent
	$0.0525

	Multi-year
	$0.0533

	Six Year
	$0.0568


Depending upon the funding option approved by the council, the annual cost to taxpayers for a home valued at $400,000 could range from $21.05 (permanent levy @ 5.25 cents) to $22.78 (6 year @ 5.68 cents).  Attachment 10, prepared by OMB, details the median tax burden of potential levy rates.  
Initiative 747

It should be noted that the 1999 levy was restricted to annual rates of growth as required by Initiative 747, which was approved by voters in 2001 and capped the rate of revenue growth to 1% plus the prior year rate for new construction.  Initiative 747 has been declared unconstitutional in a King County Superior Court ruling.  If that ruling is not “stayed” the constitutional limit would revert to the previous limit of 6%.  The Prosecuting Attorney’s Office (PAO) is reviewing this at council staff request.  
ANALYSIS:
The RCW requires that all 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.  The previous five year levy was authorized at $0.05784 cents per $1,000 AV – an amount higher than the three options discussed in this report.  
The following table shows the three options authorized under the RCW with pros and cons for each.  The AV rate was developed by the Office of Management and Budget to achieve the funding needed to support the 2007-2012 costs associated with AFIS operations.  
Table 3
Funding Options (with 6 year assumptions)
	Levy Type
	AV rate
	Growth

rate
	Duration
	PRO
	CON

	Permanent

Version 1
RCW 
84.55.050
	Begin

$0.0525

End

$0.0422
	1%
	undetermined
	· Incorporates a lower AV rate of 5.25 cents per $1,000

· Allows a predictable & on-going funding source for a program that has been levy funded since 1988
· Allows bonding of long term capital projects

· Saves staffing costs for levy preparation
· AAC recommended a comprehensive review every 5 years with an annual update
	· Would set a precedent for other possible permanent levies

· Bonding over longer periods costs more

· Does not require periodic approval by voters
· AFIS will need to achieve efficiencies  to stay within levy growth rates

· If planned expenditures exceed revenues, expenditures would need to decrease or revenues would need to increase

	Multi-year

Version 2
RCW 
84.55.050(3)(b)
	Begin

$0.0533

End

$0.0470
	3%
	6 years
	· Allows for an increase in growth rate over 1% limits
· Allows periodic approval by voters

· Allows county review of program and funding at renewal of revenue stream
	· Increases growth rate over statutory limit of 1%
· Slightly higher AV rate of 5.33 cents per $1,000 AV

	Six Year
RCW 
84.55.050
	Begin

$0.0568
End
$0.0457
	1%
	6 years
	· Stays within 1% growth limit
· Allows periodic approval by voters

· Allows county review of program and funding at renewal of revenue stream
	· Begins at a higher AV rate
· Higher rate of 5.68 cents per $1,000 AV due to cash basis and 1% limitation
· Interfund borrowing may be needed in 2008


AMENDMENTS
Depending upon the direction of the committee, amendments will be needed to add direction regarding preparation of the voter’s pamphlet arguments (pro and con statements).  In addition, should the committee decide to recommend version 2, an amendment and title amendment would be needed to insert the 3% growth rate language.  
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. Amendment 1 to Proposed Ordinance 2006-0264.1 (version 1)

2. Proposed Ordinance 2006-0264.1 (version 1)

3. Amendment 2 to Proposed Ordinance 2006-0264.2 (version 2)

4. Title Amendment T1 to Proposed Ordinance 2006-0264.2 (version 2)

5. Proposed Ordinance 2006-0264.2 (version 2)

6. Transmittal letter, dated June 1, 2006

7. Fiscal Note

8. Staff Report for Proposed Ordinance 2006-0264.1, dated June 15, 2006

9. RPC Briefing for AFIS levy staff report, dated June 7, 2006  

10. Median Tax Burden for three options
� The Regional Policy Committee (RPC) was also briefed on the proposal on June 7, 2006.  


� The state legislation revised RCW to allow for a short term (up to six years) levy lid with a higher than I-747 growth rate.  


� 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.  
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