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Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	8
	Name:
	Jake Tracy

	Proposed No.:
	2020-0265
	Date:
	August 26, 2020



SUBJECT

Proposed Motion 2020-0265 would acknowledge receipt of the Parks Levy Funding Report, as required by Section 4, Proviso P1 of Ordinance 18993. 

SUMMARY

In April 2019, the Council passed Ordinance 18890, which placed on the August 2019 ballot a proposition authorizing a six-year property tax levy to support parks and open space throughout King County. The ordinance set an initial levy rate of 18.32 cents per $1,000 of assessed value (AV) and was expected to generate approximately $810 million over the life of the levy.

The ballot measure was approved by King County voters, and in October 2019, the Council approved a supplemental appropriation for 2019-2020 with Ordinance 18993, allocating funding as specified in Ordinance 18890. Due to a 3% net reduction in forecasted property tax revenue for the 2020-2025 Parks Levy in the August 2019 Office of Economic and Financial Analysis (OEFA) forecast, the appropriation reflected an approximately 3% reduction in each category of spending, maintaining the percentage allocations specified in Ordinance 18890.

Ordinance 18993 included a proviso that restricted expenditure of $250,000 until the executive transmitted a parks levy funding report summarizing levy expenditures in 2020 and making recommendations for how to fully fund projects with external partners as the lead agency, given the 3% reduction in proceeds.

The Parks Levy funding report, Attachment A to this motion, summarizes the 2020 expenditures and compares two scenarios for the next five years – one in which the funding reduction – estimated at net 4% based on the June 2020 OEFA forecast – is distributed proportionally, and one where external partner-led projects are prioritized. While the report does not make a recommendation on which scenario to choose, it states that the external partner scenario would deviate from the percentage allocations approved by the voters, and executive staff state that their proposed 2021-2022 budget follows the proportional reduction scenario. 

It should be noted that the August 2020 OEFA forecast, which has not yet been adopted, revised the estimated total levy proceeds up by approximately $9.1 million, bringing the total estimated proceeds to $783,119,493.

BACKGROUND 

In April 2019, the Council passed Ordinance 18890, which placed on the August 2019 ballot a proposition authorizing a six-year property tax levy to support parks and open space throughout King County. The ordinance set an initial levy rate of 18.32 cents per $1,000 of assessed value (AV) and was expected to generate approximately $810 million over the life of the levy, to fund various projects and programs including:

· Up to $8 million of the levy proceeds for a capital construction project at the Seattle Aquarium;
· Up to $44 million of the levy proceeds to for pool maintenance, capital improvements and construction;
· Up to $22 million of the levy proceeds for integrated floodplain management;
· 47% of the remaining proceeds for acquisition of open space, continued development of regional and other public trails, other capital improvement projects and major maintenance of the county’s open space system, and community partnerships and grants;
· 40% of the remaining proceeds for King County’s park system operations and maintenance, with no more than $10 million of this amount being used for targeted equity grants;
· 8% of the remaining proceeds for distribution to the towns and cities of King County for their town or city parks system operations and capital improvement projects; and
· 5% of the remaining proceeds for environmental education, maintenance and conservation programs at the Woodland Park Zoo.

The ballot measure was approved by King County voters, and in October 2019, the Council approved a supplemental appropriation for 2019-2020 with Ordinance 18993, allocating funding as specified in Ordinance 18890. Due to a 3% net reduction in forecasted property tax revenue for the 2020-2025 Parks Levy in the August 2019 Office of Economic and Financial Analysis (OEFA) forecast, the appropriation reflected an approximately 3% reduction in each category of spending, maintaining the percentage allocations specified in Ordinance 18890. In addition to the changes associated with the 3% reduction, the estimated reimbursement for election costs decreased from the $3 million anticipated at time of levy passage to $1.52 million in actual election costs. 

Ordinance 18993 included a proviso that restricted expenditure of $250,000 until the executive transmitted a parks levy funding report with the following information:

A. A summary of expenditures by eligible expenditure category through the end of 2020 with information on which projects and programs received a funding reduction from what was anticipated before the August 2019 office of economic and financial analysis forecast; and
B. Recommendations for expenditures for projects and programs, including those identified in Motion 15378, over the life of the levy reflecting a three-percent reduction in total anticipated collections. The expenditure recommendations shall prioritize fully funding projects identified in Attachment C to Motion 15378 that have external partners as the lead agency, including cities, towns, and school districts. The expenditure recommendations shall also include providing levy proceeds to the Seattle Aquarium in the amount of $8,000,000 in the first four years of the levy.

ANALYSIS

The Parks Levy Funding report is based on the June 2020 OEFA forecast, which has again revised down the total anticipated funding from the Parks Levy from the initial estimate of $810 million to $774 million, or roughly 4.5%. Table 1 below gives details of the June 2020 forecast and previous forecasts. All numbers are in millions.

Table 1 – Comparison of Levy Proceed Forecasts (in millions)

	
	Motion 15378 (Parks Levy Motion) Attachment C
	August 2019 OEFA Forecast
	June 2020 OEFA Forecast
	% Change 
	$ Change

	2020-2025 Levy Proceeds (Gross)
	$810.22
	$784.00
	$773.99
	(4.5%)
	($36.20)

	1% Under-Collection
	($10.00)
	($7.87)
	($7.74)
	
	

	Total Revenues
	$800.22
	$779.20
	$766.25
	
	

	Reimbursement of Election Costs
	($3.00)
	($1.52)
	($0.74)
	
	

	TOTAL
	$797.22
	$777.60
	$765.51
	(4.0%)
	($31.70)



It should also be noted that OEFA has issued its August 2020 forecast. Although the forecast has not yet been adopted, it revises estimated gross proceeds for the five-year levy to $783,119,493, closer to the 3% reduction anticipated at the time the proviso was adopted. 

Table 2 below gives a summary of expenditures by eligible expenditure category through the end of 2020, in accordance with the requirements of the proviso. The report states that funding was reduced proportionally across all expenditure categories. Appendix B of the report gives further detail on each expenditure category.

Table 2 – Summary of 2020 Expenditures

	Categories
	Allocation as per Ordinance 18890
	Revised Allocation w/ 3% reduction
	2020
Expenditures
(estimated)
	Difference b/w revised and estimated expenditures

	Reimbursement of Election Costs
	$1,522,000
	$1,522,000
	$736,956
	$785,044

	Seattle Aquarium
	$2,000,000
	$1,941,750
	$1,941,750
	$0

	Public Pools Capital Grants
	$4,000,000
	$3,425,000
	$73,178
	$3,351,822

	Open Space River Corridors Grants
	$2,000,000
	$1,712,500
	$114,195
	$1,598,305

	KC Parks Operating (40%)
	$43,711,200
	$42,440,714
	$41,014,484
	$1,426,230

	KC Parks Capital (47%)
	$51,360,660
	$49,867,839
	$47,271,230
	$2,596,609

	KC Towns and Cities (8%)
	$8,742,240
	$8,488,143
	$8,488,143
	$0

	Woodland Park Zoo (5%)
	$5,463,900
	$5,305,089
	$5,305,089
	$0

	TOTAL
	$118,800,000
	$114,703,035
	$104,945,025
	$9,758,010



The four grant programs – Public Pools, Open Space River Corridors, Targeted Equity (part of the operating fund) and Urban Parks and Open Space (part of the capital fund) – have not yet begun awarding grants as the advisory committees have not been established. However, the numbers in the Parks Levy Funding Report show expenditures in each category as if the programs were fully operational. Executive staff states that the money in the 2020 expenditures column in Appendix B of the report has not been spent and will mostly carry forward to 2021 except for the cost to manage and administer the grant programs. Therefore, Table 2 above shows the actual expenditures for the grants programs in 2020, and thus the numbers do not match what is shown in the report. The last column in Table 2 shows the difference between the revised allocation and the 2020 estimated actual expenditures which would be the amount that would be carried over to 2021. Moreover, according to the executive, in 2020, the cost to manage and administer the grant programs is the levy administration fee (1% of the annual program allocations), plus the Grants Manager. 




The proviso also asked for recommendations for projects and programs that prioritize fully funding projects that have external partners as the lead agency, and include providing $8 million to the Seattle Aquarium in the first four years of the levy. The report "does not make a recommendation, but illustrates the impact of different approaches to balance the reduced funding."

The report analyzes two scenarios – one in which the funding shortfall is distributed proportionally, and another where funding for external partners is prioritized. Table 3 below compares the scenarios and the allocation estimated at the time they levy passed.

Table 3 – Comparison of Scenarios

	Categories
	Allocation as per Ordinance 18890
	Prioritizing External Partners Scenario
	Proportional Reduction Scenario
	Difference b/w Scenarios

	Seattle Aquarium
	$8,000,000
	$8,000,000
	$7,681,800
	$318,200

	Public Pools Capital Grants
	$44,000,000
	$43,569,202
	$42,249,901
	$1,319,301

	Open Space River Corridors Grants
	$22,000,000
	$22,000,000
	$21,124,950
	$875,050

	KC Parks Operating Fund (40%)
	$289,288,000
	$272,099,782
	$277,781,576
	($5,681,794)

	KC Parks Capital Program (47%)
	$339,913,400
	$323,841,607
	$326,393,351
	($2,551,744)

	KC Towns and Cities (8%)
	$57,857,600
	$60,000,000
	$55,556,315
	$4,443,685

	Woodland Park Zoo (5%)
	$36,161,000
	$36,000,000
	$34,722,697
	$1,277,303

	TOTAL
	$797,220,000
	$765,510,591
	$765,510,591
	$0



The report states that the proportional reduction would likely result in the scaling back of many programs, such as less funding for grants, and that capital projects may need to be re-scoped or pushed back to the potential next six-year levy if they are not able to absorb the reduction in funding. Appendix C of the report gives further detail on the proportional reduction scenario.

For the prioritizing external partners scenario, the report identifies the following projects/programs as ones that would have an external partner as a lead agency and therefore would receive full funding:

· Aquatics Facility Grant Program 
· Open Space River Corridors Grants
· Seattle Aquarium 
· King County Fair 
· Targeted Equity Grants 
· Towns and Cities Open Space (Grant Program) 
· Interurban Trail to Burke-Gilman Connection 
· Kirkland Green Loop Trail 
· Starfire Soccer Capital Project 
· Evergreen Pool 
· King County Towns and Cities 
· Woodland Park Zoo

Taken together, these programs, if fully funded, would represent $208,370,000 in Parks Levy funding. The report states that, under this scenario, the $32 million shortfall would be taken largely from King County operations and maintenance and capital funds, and would reduce renovations at sites such as Marymoor Park, development of regional trails, and acquisition of open space for conservation. 

The report states that the prioritizing external partners scenario is problematic because, by fully funding some categories and not fully funding others, spending would no longer conform to the percentage allocations approved by the voters. The largest deviation would be within the allocation to cities and towns, which would receive 8.67% of funding rather than the 8% prescribed in the levy ordinance. 

Although the report does not make a recommendation on which scenario to follow, executive staff state that the 2021-2022 agency request budget follows the first scenario – one where funding is reduced proportionally across all expenditure categories.

INVITED

· Warren Jimenez, Parks Division Director, Department of Natural Resources and Parks
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