PUGET SOUND TAXPAYER ACCOUNTABILITY ACCOUNT
ANALYST: MIRANDA LESKINEN

	
	
	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2021-2022 Revised Budget
	
	$31,294,620
	
	$28,450,000
	
	7.0
	
	0.0

	2023-2024 Base Budget
	
	$2,089,122
	
	$4,790,000
	
	0.0
	
	0.0

	2023-2024 Decision Packages
	
	($17,728,211)
	
	($13,670,000)
	
	0.0 
	
	0.0 

	2023-2024 Proposed Budget
	
	$15,656,000
	
	$19,570,000
	
	7.0
	
	0.0

	% Change from prior biennium
	
	(50%)
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium
	
	(57%)
	
	
	
	
	
	

	Major Revenue Sources: State revenue from the state Puget Sound Taxpayers Accountability Act Fund.

	Base Budget Assumptions: Allocations proposed to align with Motion 15492 and funded solely by state revenue.



DESCRIPTION

The Puget Sound Taxpayers Accountability Account (PSTAA) is funding solely supported by state moneys associated with a sales tax offset assessed on Sound Transit 3 projects. PSTAA funds are to be distributed to King, Pierce, and Snohomish counties proportionately based on the population of each county that lives within Sound Transit’s jurisdictional boundaries. An April 2020 forecast by Sound Transit estimated that the County will receive $318 million in funding between 2019 and 2035 to be invested in early learning facilities, the King County Promise (post-secondary educational support), and community-based support for K-12 learnings. The Council adopted Motion 15492 in August of 2019 that allocates funding over the life of the fund and approved an implementation plan (Motion 15673) in September of 2020 that further governs how the funds will be used. As noted in the implementation plan, PSTAA revenues are subject to change due to COVID-19 impacts on Sound Transit construction.

SUMMARY OF PROPOSED BUDGET AND CHANGES

Motion 15492 requires that up to 7 percent of proceeds over the life of the account be used for evaluation and administrative costs. Of that, up to 10 percent of each year's evaluation and administration moneys will be used to provide for technical assistance and capacity building for small organizations, partnerships and groups to provide services to include providing or funding legal, accounting, human resources and leadership development services and support.

The remaining proceeds would then be distributed over the 15-year life of the fund among the three priority areas identified in Motion 15492 as follows: 
· 52% for Early Learning, including up to 7.5% for home care provider dedication. 
· 38% for King County Promise, distributed as follows: 
· 45% to K-12
· 45% to Postsecondary 
· 10% to Community Based Organizations 
· 10% for K-12 Community Based Organizations (identified as Love and Liberation in the implementation plan)
The 2023-2024 proposed PSTAA budget is $15.6 million, which is a 50 percent decrease from the 2021-2022 biennium. The proposed budget includes a technical adjustment to align revenues and expenditures for the 2023-2024 biennium based on the most recent Sound Transit revenue projections from September 2021. As noted in the transmitted fund financial plan, outyear expenditures are budgeted at 75 percent of revenues to bank reserves, and the fund would maintain its rate stabilization reserve up to 25 percent of budgeted revenues (in addition to maintaining its rainy-day reserve[footnoteRef:1]), to address the revenue volatility issue. As indicated by Executive staff, the PSTAA program team will continue to work closely with DCHS finance and PSB analysts to review updated forecast reports from Sound Transit. [1:  The Rainy Day Reserve equals approximately 60 days of expenditures.] 


Table 1 below, provided by Executive staff, includes a summary of proposed PSTAA program expenditure reductions for 2023-2024. 

Table 1. Summary of Proposed PSTAA Expenditure Reductions for 2023-2024
	PSTAA Cost Center  
	2023-24 Projected Budget  
	FY2023 Reduction  
	FY2024 Reduction  
	2023-24 Adjusted Budget   
	% Reduction the percentage reduction from 2023-24 Projected Budget
	New Allocation the resulting percentage of the 2023 Adjusted Budget
	Ordinance Allocation Ordinance allocation are to be met over the life of the Implementation Plan’s term

	Administration 
	$2,875,000
	$0
	$0
	$3,353,030
	0%
	21% of the total adjusted budget
	7% 

	Early Learning Facilities
	$14,438,000
	$4,233,250
	$4,456,250
	$5,748,500
	60%
	47% of the budget remaining after Administration
	52%

	King County Promise
	$10,550,000
	$3,057,000
	$3,330,000
	$4,193,000
	60%
	34% of the budget remaining after Administration
	38%

	Love & Liberation
	$2,777,000
	$0
	$416,000
	$2,361,000
	15%
	19% of the budget remaining after Administration
	10%

	Total
	$30,640,000
	$7,290,250
	$8,172,250
	$15,655,530
	 
	 
	 



Executive staff further indicates that there has been progress with each of PSTAA’s three programmatic investments and all are being implemented. The decrease in projected revenue has impacted DCHS’ ability to implement in exact accordance with the timeline laid out in the PSTAA Implementation Plan. However, DCHS is working closely with partners to revise timelines and will update Council accordingly.

KEY ISSUES

ISSUE 1 – REVENUE MONITORING

Given the current revenue volatility for this fund, Council may desire to track the progress of PSTAA revenue projections and investments throughout the biennium. 

RESPONSE TO WEEK 1 COUNCIL INQUIRIES

QUESTION 1:  Could you please describe/walk through proposed expenditure reductions on a program/project level? 

ANSWER:  
 
1. Early Learning Facilities 

Strategy Background 
        The ELF funding category invests in two distinct focus areas: 
· The General Child Care Facilities Fund (GCCFF): This fund will support investment in early learning or early intervention programs. It will provide resources to renovate existing, non-home-based facilities. Additionally, it will invest in partnerships that result in the construction of new facilities. Under this fund, PSTAA dollars will be used for renovation, expansion, purchase, long-term lease, or new construction, including associated activities such as planning, feasibility and pre-design work. 
· The Family Child Care Facilities Fund (FCCFF): This fund will support maintenance, repairs, and renovations of family child care homes. Under this fund, repairs and renovations that enable providers to attain Early Achievers designation, or another type of national accreditation, will be encouraged. 

Program Impacts due to 2023-2024 budget 
· General Child Care Facilities Fund (GCCFF): Enterprise Community Partners, INC. Is the contracted partner who will manage and disperse these funds for the next five years. Enterprise is finalizing an RFP in partnership with King County to release an RFP this Fall. The RFP will focus on grants to early learning facilities in need of pre-development for new construction or bridge funds to get current early learning facilities construction projects over the finish line. We anticipate the program will be on track with providing technical and capacity building assistance to early learning facilities developers and providers. The impact to this fund will be limited awards going out to early learning facilities seeking funding for their projects. 
 
· Family Child Care Facilities Fund (FCCCFF): Currently, a total of 129 applicants have applied for funding under the FCCFF.  A review team comprised of King County staff, CYAB members and community volunteers are currently in the process of reviewing these applications. We anticipate awarding those who have the highest need of repairs in terms of health and safety as well as maintaining and keeping spaces open for low-income families.  The impact to this fund will be limited awards going out to family child care providers who have applied and are seeking funding for their family child care homes. Awards for the 2022 RFP are anticipated to go out by the end of this year. 
 
2. College, Career, and Technical Education/King County Promise 

Strategy Background 

This funding category supports King County Promise (KCP), a public-private partnership designed to provide students who have been historically underserved by education systems with robust, individual supports that increase their readiness to access college and complete postsecondary credentials. Puget Sound Educational Service District (PSESD) was selected and contracted as the KCP System Supporting Organization (SSO) for 2021-25. The SSO role includes co-developing and overseeing the overall implementation of the KCP strategy, providing direct supports to KCP-funded partners, leading systems-level improvements, and leading fundraising and sustainability efforts for the initiative. In July 2022, two Promise Partnerships were selected and contracted to launch King County Promise for school years 2022-2023 and 2023-2024, with the potential to renew for two more school years:  
 
Program Impacts due to 2023-2024 budget 
In response to the budget reduction for this strategy, DCHS and the SSO have been working to revise the KCP launch strategy within the guidelines of the PSTAA implementation plan. 

· Two Promise Partnerships in KCP Phase 1: According to the PSTAA Implementation Plan, initial investments to two to four Promise Partnerships (8-12 organizations, schools, and colleges) were estimated to happen between quarter one 2021 and quarter four 2022.  DCHS was able to release the Promise Partnerships- Phase 1 RFP in Q1 of 2022 and recently completed selection and contract negotiations in Q3 of 2022. Due to PSTAA budget reductions, there was a limited amount of funding available- which resulted in two Promise Partnerships (7 organizations, schools, and colleges) being awarded contracts. As originally planned, Promise Partnerships will be funded to launch the KCP model for school years 2022-23 and 2023-24. Phase 1 has a programming budget of $3.2 million. This amounts to a maximum of $1.6 million per Partnership or $800K per school year. Additionally, contract timelines have shifted to ensure partners have two school years to implement the program, instead of two calendar years (as directed in the PSTAA implementation plan). Promise Partners will be invited to renew for Phase 2. 

· Reduction to SSO budget: Given the reduction in the number of Promise Partnerships being funded in the initial phases of KCP, DCHS has been working closely with the SSO to right-size their budget to reflect current scope of work. The original projected number of Promise Partnerships the SSO would be supporting during the contract period (2021-25) has been reduced from a range of 2-8 partnerships during the Exhibit Period to 2-4 partnerships. Currently DCHS is working with the SSO to amend the current contract to reduce the contract amount. Negotiations are also underway to update the SSO’s fundraising requirements to reflect the delay in working with Promise partners. The savings from this contract will be repurposed to the programming budget for Promise Partnerships for Phase 2 of implementation, slated to start in Q3 of 2024. 

· Planning underway for KCP Phase 2: According to the PSTAA Implementation Plan, Phase 2 investments were expected for the first half of 2023. Given the timeline of Phase 1, Phase 2 has shifted to start in Q3 of 2024. As outlined in the plan, DCHS plans to invite Phase 1 partnerships to continue and scale their work. Plans are underway to assess whether DCHS will be able to increase investments for Phase 2 as expected in the PSTAA Implementation Plan. With the budget reduction in fiscal biennium 2023-24 and the budget projection for 2025-26, current budget projections are just enough to sustain the Phase 1 partnerships into Phase 2. DCHS is working with the SSO to assess whether current SSO fundraising efforts can support Phase 2 with new investments. 
 
3. Community-based Supports/Love & Liberation 
 
Strategy Background 

This funding category supports a three-year pilot project called Love & Liberation (L&L). L&L is a racial justice initiative focused on self-liberation and system change. It aims to improve academic/life outcomes for youth of color, ages 10-19. This work is undertaken by the Racial Equity Coalition (REC), a collaborative of 14 Black, Indigenous, and Community of Color partner nonprofits that have organized themselves around their common vision of addressing the lack of equity support services in the education system.  DCHS contracts with United Way of King County (UWKC) to serve as the facilitator for Love & Liberation. In this role, UWKC issues subcontracts to REC organizations to implement L&L and provides facilitation, capacity building support, and additional funds to the coalition. 
 
Program Impacts due to 2023-2024 budget 

Although this strategy will see a 15 percent reduction to the programming budget for the fiscal biennium 2023-2024, it will not impact the current contract or committed funds for the pilot. The L&L pilot is contracted from 3/31/2021-12/31/2023. Planning and recommendations for post-pilot 2024 and beyond are in progress.   










