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SUBJECT

Motion 2012-0131 responds to Ordinance 17232, Section 85, Proviso P1, which requires the Executive to create a work group to oversee and guide the parks levy renewal planning effort. 
SUMMARY

Two voter-approved parks levies will end in 2013. As these levies form the bulk of the Parks and Recreation Division’s budget, careful planning for next steps is essential. 

The attached “Report on the Parks Levy Planning Strategy” outlines the Parks and Recreation Division’s strategy and timeline for parks levy planning, including its proposal to convene a Parks Levy Task Force. The attached “Customer Satisfaction Survey” summarizes community outreach performed to date by the Parks and Recreation Division ("Division") and shares the results of a survey of parks users. Community outreach will be particularly important in identifying community needs and addressing equity and social justice issues. 
BACKGROUND

Reduction of General Fund Support for Parks. Over the last decade, as a result of the severe fiscal pressures on the County’s General Fund, the Parks and Recreation Division’s allocation from the General Fund has declined from $18 million in 2002 to $0 in 2011. 

To prepare for this significant loss of funding and to attempt to prevent the closure of the parks system, the Division in 2002 convened the Metropolitan Parks Task Force, a citizen group that was asked to help develop a business transition plan for the County’s parks. Major recommendations, which were codified in the Parks Omnibus Ordinance (14509), included:

· Focus on regional role: Maintain regional parks and trails, as well as parks in rural unincorporated areas; acquire regional trails and natural areas; transfer parks and pools within city limits and in potential annexation areas of adjoining cities;

· Become entrepreneurial: Recoup business revenues from parks facilities, with a goal of securing between 30% and 50% of facility costs through fees and other entrepreneurial efforts; and

· Find partners: Encourage agreements with public and private partners, including volunteers, advertisers, corporate sponsors, and concessionaires.
2003 Parks Levy. As part of the 2002 business transition planning effort, the community was asked to support the County parks system by taxing themselves. County voters approved a 4.9 cent, four year operating levy in May 2003, which was dedicated to providing maintenance for regional and rural parks. The levy helped bridge the gap in the Division’s budget as General Fund was reduced. At the same time, the County implemented the other facets of the business transition plan, including transferring 56 urban parks and pools to local governments by the end of 2007. 
2007 Parks Levies: Operating Levy and Expansion Levy. A new citizen working group, the Parks Futures Task Force, was convened in 2007 to address the expiration of the 2003 levy. That group reaffirmed the move toward a more regional and entrepreneurial approach and recommended two new levies, both of which were approved by voters in August 2007:

· Operating levy: A 5 cent, six year operating levy was adopted to fund maintenance and operations for regional and rural parks (4.44 cents to renew the expiring 2003 levy and 0.56 cents to increase maintenance to 2002 levels). This levy was projected to raise approximately $17 million in its first year, and had an inflator built in so that levy revenues would keep pace with inflationary pressures and help bridge the gap in the Division’s budget as General Fund support was completely eliminated by 2011. However, it did not include any provision to replace Real Estate Excise Tax ("REET") revenues, which declined sharply due to annexations and the downturn in the real estate market.

· Expansion levy: A 5 cent, six year Open Space and Trails Levy was adopted to fund expansion of the regional parks and open space system. This levy was split into three parts:
· 3 cents to King County to acquire and preserve regional trails and natural areas (though it was not to be used for the Maury Island site or BNSF purchase);
· 1 cent to cities for trail and open space purchases; and
· 1 cent to Woodland Park Zoo for environmental education, conservation, and capital improvement projects. 
The County portion of this levy has been divided between open space and trail acquisitions, as well as up to $500,000 each year for the Community Partnership and Grant ("CPG") Program, through which the County partners with community-based organizations to design, build, operate and maintain new and enhanced facilities. 

Using levy funds to leverage other sources of funding has been a significant priority. In acquiring open space, for instance, the Division has been able to acquire $76.6 million in new open space (1,600 acres owned in fee and 50,100 acres of protective easements) using only $9.2 million in levy funds, by leveraging the additional needed funds from the Conservation Futures Property Tax ("CFT") and state and federal grants.
The Division has continued to implement its business transition plan, transferring 31 more parks and pools to local cities since 2007 (for a total of 87 parks and pools transferred to date, out of a total of 111). The Division has also launched entrepreneurial programs at County parks facilities, including parking and use fees; naming rights partnerships with corporations for facilities and events; concessions at parks and events; and revenue-conscious park improvements, such as the installation of the pad at Marymoor Park that allowed the park to host Cirque du Soleil and Cavalia. The Division has a stated goal of trying to maximize its business revenues.  By 2007, nearly 20% of the Division’s operating funds were derived from a combination of entrepreneurial initiatives, user fees, gifts, and grants; and the Division has maintained this level of entrepreneurial support each year since then.
Equity and Social Justice Considerations. The authorizing ordinance for the Open Space and Trails Levy (the expansion levy) noted that the Parks Futures Task Force had recommended expanding the recreational opportunities of underserved populations by increasing access to trails, parks and open space in these communities. Since the levy’s passage, the Division has responded to this recommendation, as well as to the County’s Equity and Social Justice Initiative, by:

· Increasing trail access in South King County. In May 2008, the Division evaluated equity of access to the regional trails system and found a minor level of disparity in access to trails by income level. The Division has begun to address this disparity by working with cities in South King County to support the Lake-to-Sound Trail project, continue development of the Soos Creek Trail, and begin feasibility and design for the Green to Cedar River Trail. The Division is in the process of conducting a more thorough evaluation of equity and access using 2010 Census data. This information will be used by the Parks Levy Task Force in their work.

· Increasing parks and trail access for people with disabilities. Although all Parks facilities are ADA compliant as required by law, the Division has focused on further increasing accessibility by improving trail surfaces, adding wheelchair-accessible picnic tables and other facilities at parks, and providing interpreters for deaf attendees at park events.
Levy Planning Strategy. The Division has launched a three-pronged approach to plan for a 2013 levy:
· Learn about the community’s needs and interests. To get a sense of residents’ needs, as well as how the County could address those needs, the Division conducted a customer satisfaction survey during Summer 2011. The survey included on-site interviews at County parks and trails (396 responses), an online survey (1,754 responses), three youth workshops, and several focus groups. Overall: 

· 98% of those surveyed called County parks a “wise investment;” 

· 97% of those surveyed agreed that it is important for King County to preserve natural lands for wildlife and recreation; and 

· 88% said they were “satisfied” or “very satisfied” with their experiences at County parks, trails, and natural areas. 
Despite these very positive findings, the survey indicated that many people do not know about the variety of parks, trails, and open spaces in the King County open space system. Division staff plan to work to increase the visibility of park resources.

In terms of prioritizing future resources, the top choices among those surveyed were: regional trails (36%), preserving natural areas (30.5%), and local community parks (14%).

It should be noted that the survey was only given to current users of the open space system who were already at a County park or trail, or accessing the Division’s website. Thus, the survey should not be interpreted as a community-wide indicator of the open space system. 
· Convene a Parks Levy Task Force. The task force will be a demographically and geographically diverse working group that will include 15-21 members, including at least one member of the Park Levy Citizen Oversight Board (the group that was appointed by the Council to oversee operations of the 2007 parks levies). The task force will meet during Summer 2012 to review and evaluate Parks programs, facilities plans, community input, social and equity issues, and system needs, and will then present a recommendation to the Executive.

Councilmembers were asked to recommend community members to be involved in the work group and to review a draft list that was proposed by the Executive on May 17.
· Model potential funding approaches. The Parks Levy Task Force will spend much of its time reviewing potential funding approaches. To prepare for the work group, the Division prepared a preliminary analysis of its finances, noting that factoring in the loss of General Fund support, as well as the steep decline in REET revenues, a new levy will need to assume an even larger role in funding park operations.
ANALYSIS
The last decade has been one of significant change for the Parks and Recreation Division. 

· General Fund support has been cut completely from the Division’s budget, going from $18 million to $0 in ten years.

· REET revenues have dropped significantly due to the weak real estate market, declining 83% between 2006 and 2012 and, in the process, removing nearly $15 million a year from the Division’s budget.

· Several successive voter-approved levies and revenues from entrepreneurial activities have helped to fill in the gap left by declining General Fund and REET revenues. In 2010, business revenues made up 17.8% of the Division’s operating budget, while the operating levy made up 70% of the budget. (In 2010, General Fund made up 3.2% of the operating budget. In 2011, with no General Fund, the levy and business revenue funds made up a larger part of the operating budget.) 

· Most urban area parks and pools have been transferred to local cities, leaving the County parks and trails system smaller and more focused on rural and regional resources. 

· Major regional resources, including the Maury Island site and the BNSF line, have the potential to become significant assets for a growing population, but there is no dedicated capital funding source to develop them.

The result of these changes is that the voter-approved levies have been essential to keep the County parks system functioning. 

Maintenance and Operations. Modeling completed by Division staff estimates that operating costs will grow at 4.8% per year. Because of the allowance for inflation and declining assessed valuation, the current operating levy is being collected at 6.2 cents, and Division staff estimate that it will be collected at approximately 6.5 cents in 2013. The levy rate was structured to build the Division’s fund balance in the first half of the levy’s term and to help fund costs during the latter half of the levy. However, levy revenues have not kept pace with expenditures, and have not been sufficient to cover the full gap left by the elimination of the Division’s General Fund support.

Based on initial modeling using 2011 Office of Economic & Financial Analysis ("OEFA") forecasting data, Division staff estimated that a new operating levy would need to be at least 7.9 cents to meet projected expenditures and maintain the current level of service (see charts on next page). Preliminary modeling by Division staff with updated assessed value information from OEFA brings the cost of the levy to a range of 8.3 to 8.7 cents. This level would maintain the current level of service, but would not be sufficient to increase services, meet maintenance and major maintenance needs, or prepare for long-term capital needs. 

[image: image1.jpg]50,000,000

45,000,000

40,000,000

35,000,000

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

Parks Operating Fund 2008-2019:
Total Projected Expenditures and Revenues

Projected Expenditures

(Status Quo System)
Assumes 4.8% Growth

e

_ scents

2008-2013 Reveniies \

Current levy rate = inadequate

+$10Min cuts required at a 5 cent levy rate (S30M
budget)

+6.2 centis effective levy rate by 2013

« Either creates significant and increasing funding gap
* Neither meets status quo needs

2014-2019 Revenues
(assuming 5 cent levy rate)

2008

2009

2010 2011 2012 2013 2014 2015 2015

2017

2018

2019




[image: image2.jpg]50,000,000

45,000,000

40,000,000

35,000,000

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

Parks Operating Fund 2008-2019:
Total Projected Expenditures and Revenues

Projected Expenditures

(status Quo System) —___

Assumes 4.8% growth

\

2014-2019 Revenues

_ scents (assuming 7.9 cent levy rate)

2008-2013 Revenues

7.9 levy rate = minimum for status quo system
«Impact on average homeowner s $27

(assumes house value of $337,000)

2008 2009 2010 2011 2012 2013 2014 2015 2015 2017 2018 2019

3




Source: King County Parks and Recreation Division, May 2012. 

Notes: Economic modeling was produced using OEFA’s 2011 forecast data. The March 2012 OEFA forecast indicates lowered assessed valuation, which will raise the amount needed to maintain a status quo system to 8.3-8.7 cents. For that reason as well, the 6.2 cent effective levy rate (as indicated in the slides above) will likely rise to 6.5 cents by the end of the current levy. Modeling is based on the 2011 median house value of $337,000. A median value for 2012 has not yet been estimated.

Acquisition and Capital Improvements. The Division's modeling estimates that real estate transactions will gradually begin to increase over the next several years, but that REET revenues will increase only incrementally. With REET revenues so low, the Division will need to identify a new source of funding for major maintenance and capital improvements. 
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Source: King County Parks and Recreation Division, May 2012. 

Additional Issues for Council Consideration: 
As the Division begins planning for levy renewal, Councilmembers have an opportunity to make their policy preferences known so as to ensure they are included in the Division’s planning efforts. Staff have identified several areas where members may wish to provide policy direction. 

Maintenance Needs. The Division has a new normal for operations, in which it is largely reliant on levies and REET funds for operations and capital improvement. The Division’s future has been in flux for the last ten years, starting with the first levy approved out of a crisis situation in 2003. As a result, maintenance and major maintenance needs have not been factored into levy planning and considered as part of the operating budget as they typically would for an organization this size. 
During planning for the 2007 operations levy, the Parks Futures Task Force recommended requesting 7 cents to allow for additional maintenance and major maintenance. In the Task Force’s original proposal, the levy would include 4.7 cents with an inflator to renew the expiring 4.9 cent levy, 0.6 cents for enhanced maintenance to match 2002 levels, and 1.7 cents to replace anticipated loss of REET due to annexations and the impending economic downturn. This recommendation was reduced to 5 cents by the Executive and then adopted at 5 cents by the Council to avoid making the levy too large and because REET revenues continued to come in above projections during 2007. After the levy was adopted, however, REET revenues fell sharply, leaving the Division with little funding available for major maintenance.

It is very easy to neglect maintenance needs, particularly when looking at a tax levy where increased maintenance leads either to a higher levy amount or a lower service level. Because of this, Councilmembers may not wish to leave the decision of whether to address this issue to the Task Force. 

To prepare a more comprehensive assessment of maintenance and major maintenance needs, the Division has engaged a consultant, who has been inspecting park facilities and will be presenting findings by the end of the month. The Division has also developed a plan for ongoing inspection and rehabilitation of the 71 historic railroad bridges and trestles in the trails system. This program alone estimates costs as high as $2.5 million a year.

The Council may wish to ask the Division to prepare a comprehensive maintenance plan using this data. This maintenance plan would be approved by the Council and would be a required part of a levy renewal. The alternative is that each levy cycle neglected maintenance could begin to consume a larger and larger portion of the levies. 
Reserves. The Division's operating budget is a nearly $30 million per year. If a levy renewal were ever to fail, the County General Fund would likely not be able to support the Division's operations or maintenance, even for a limited amount of time. 

Reserves could be used at that point for two possible outcomes: 

1. Provide funding while the County sought another election. This could occur the following February or April. 

2. Close open space facilities. This would involve securing, mothballing and closing County parks, trails and natural areas for public use, laying off county employees and paying out leave accruals. 

Closing down the County Open Space System would be a costly endeavor. However, the Division’s current financial policies do not create a planning standard for the levies. A Countywide staff group is working on revisions to financial policies that likely will create a standard on this issue. 

The same tradeoffs exist for reserve planning as with maintenance. Increasing reserves can only be accomplished through either increasing the tax rate or decreasing the service level. Policy direction from the Council may be necessary to assure that reserves are built into the plan. 

Major Capital Projects. The current capital expansion levy (the Open Space and Trails Levy) has been used to acquire, develop, and build regional trails. Levy renewal must take into account the County’s recent trail acquisitions, particularly the BNSF Corridor on the Eastside. A second capital expansion levy, at the same rate as the 2007 levy, is likely to be insufficient to fund the development of the BNSF rail line into a regional trail. There may be a potential disconnect in messaging between seeking a renewal of the expansion levy to acquire new facilities without a plan to fund the construction and development of the property already owned by the County. 

The Council may wish the Task Force to make a recommendation on funding the development costs of the BNSF line if the project is not a part of its recommendations. 

Regional/Rural/Local. The current levy makes a distinction between “regional parks,” “rural parks,” and “local parks.” Local parks are defined as those that are contained within the unincorporated potential annexation areas and are therefore not eligible to be supported by the levy. This was a policy decision made during the original parks levy process that carried forward into the second levy. Many cities in the County have their own parks levies and they did not want their voters to be funding local parks in their cities and in the urban unincorporated areas of the County. 

Since 2002, however, much progress has been made. The County has transferred 87 parks and pools to local cities, with only 24 properties remaining, many of which are small and require very little maintenance. (Please see the attached tables for lists of transferred parks and remaining parks.) The Division has been funding these maintenance efforts – just over $1 million in 2010 – out of their business revenue. However, the prohibition against using levy funding for these parks is cumbersome and may no longer make sense in the context of the Division’s current practices. The County Council may wish to provide policy direction that this distinction be eliminated. 

Next Steps. The Parks Levy Work Group will begin meeting this Summer to review current park operations and to evaluate all potential sources of future funding. 

If Councilmembers are interested in providing any policy direction to the group, staff can assist in drafting the appropriate documents. 

ATTACHMENTS

1.  Table 1: Facilities Transferred from King County – 2000 to present

2.  Table 2: Remaining UGA Parks and In-City Facilities in Parks' Inventory in 2012
3.  Table 3: Summary of Remaining UGA Parks by District, 2012
4.  Proposed Motion 2012-0131 (with attachments)
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