                                                                [image: image6.png]u

King County




Metropolitan King County Council

Growth Management and Natural Resources Committee

STAFF REPORT

	Agenda Item:
	3
	Name:
	Marilyn Cope

	Proposed No.:
	2007-B0084
	Date:
	April 10, 2007

	Invited:
	Kevin Brown, Director, King County Parks and Recreation Division
Grover Cleveland, Government Affairs Officer, Department of Natural Resource and Parks

Bob Burns, Deputy Director, Department of Natural Resources and Parks

Ron Sher, Co-Chair, Parks Futures Task Force
Dr. Deborah Jensen, President/CEO, Woodland Park Zoo
Peggy Pahl, Legal Counsel, Prosecuting Attorney’s Office


SUBJECT
A Briefing on the 2008 Proposed Parks Levy Ordinances.
SUMMARY

The Parks Futures Task Force has issued recommendations for the renewal and expansion of the current parks levy, set to expire on December 31, 2007.  A renewal levy would be necessary should the public wish to protect the County’s investment in recreational facilities, open space and trails.  An expansion levy would provide the County with funds to implement the Regional Trails plan and acquire open space and natural lands.  The expansion levy would also provide funds to cities and the Woodland Park Zoo.  The Council and the Executive have proposed separate legislative packages that would renew and expand the parks levy.
BACKGROUND

At the turn of the century, the County was in the midst of a budget crisis, caused in part by stagnating Current Expense Fund revenues and increases in expenditures from the provision of both mandatory and discretionary services.   As a discretionary service, the Parks and Recreation Division (Parks) had been the subject of severe budget reductions, resulting in the seasonal, and then continuing, closure of some county parks.
In February of 2002 the Metropolitan Parks Task Force was formed.  The Task Force’s objective was to “make recommendations to King County concerning how its parks and recreation facilities and open space should be owned, operated and funded in the future, and how to eliminate the reliance of these parks and facilities on diminishing Current Expense Fund revenues, while considering the long and short-term effects of recommended actions”.  The Metropolitan Parks Task Force issued its recommendations in two phases.
In response to the first phase of the Task Force’s recommendations, the Council adopted the Parks Omnibus Ordinance (14509) in November 2002.  The omnibus ordinance redefined the County’s role as a provider of regional and local rural parks and recreational facilities, clarifying the historic pattern of operating a wide collection of parks of varying character, both in cities and rural areas.  The omnibus also directed the Parks and Recreation Division to become more self sustaining by reducing costs, implementing market based user fees, pursuing entrepreneurial revenue, gifts and donations, developing partnerships to provide recreational services, transferring parks and recreation assets within cities or potential annexation areas and engaging in community outreach and involvement.  Per the discussion of the omnibus ordinance, the Current Expense Fund was identified as the revenue source for the Parks Division’s transitional role as a provider of local parks located within unincorporated urban areas.

In 2003, the Metropolitan Parks Task Force issued its second phase of recommendations, including a recommendation for a levy lid lift to fund parks.  The Council supported these recommendations and the voters approved a levy to pay for costs associated with the operation and maintenance of regional and local rural parks and a $300,000 annual recreational partnership grant program.  The parks levy was first assessed on January 1, 2004 and will expire on December 31, 2007.  This current parks levy is assessed at a rate of $0.049 per one thousand dollars of assessed value, and revenues are essentially required to remain constant with the exception of a 1% annual increase and new construction.
Approximately 60% of Parks current revenue stream comes from the parks levy.  As previously mentioned, Parks is a discretionary service with no other dedicated revenue stream.  In order for King County to continue maintenance and operation of its regional and local rural parks and recreational partnership grant program, a new source of funding would need to be identified to replace the expiring 2004-2007 parks levy funds.
In November of 2006 the Parks Futures Task Force was established to address two questions:

1. What should be done to preserve the County parks system today?

2. What should be done to build the system for tomorrow?

The Task Force was presented information from Executive staff, parks directors from the cities of Seattle, Bellevue, Renton, Woodinville, Redmond, representatives from the Woodland Park Zoo, Cascade Bicycle Club, Bicycle Alliance, Sammamish Rowing Club, Preston Community Club, Mountains to Sound Greenway, Eastside Football Club and a pollster from Alison Peters Consulting.
In response to the question of “What should be done to preserve the County parks system today?”, the Task Force recommended a parks levy lid lift (allowing for a multi-year levy with annual adjustments for inflation) for consideration by voters at the August 21, 2007 primary election, at a rate of $0.07 per thousand dollar of assessed value.  The Task Force refers to this recommendation as the “renewal levy”.  Given the information the Task Force was presented about the continuing fiscal challenges facing King County, they concluded it was both appropriate and necessary to renew support of parks operations, continue the $300,000 annual recreational partnership grant program and increase maintenance levels at regional and local rural parks.  The Task Force also expressed concern about the projected 60% decline in Real Estate Excise Tax (REET) funding of capital projects due to annexations and projected slow growth in the housing market.  The Task Force recommended that a portion of the renewal levy funds be dedicated to support the Parks capital program.
In response to the question of “What should be done to build the system for tomorrow?” the Task Force recommended a parks levy lid lift for consideration by voters at the August 21,2007 primary election, at a rate $0.05 per thousand dollar of assessed value.  The Task Force refers to this recommendation as the “expansion levy”.  Given the information the Task Force was presented about the state of parks and recreation throughout the region, they concluded it was appropriate to fund acquisition of new park and recreation assets and programs for King County, cities and the Woodland Park Zoo.  The Task Force made this recommendation out of concern that opportunities to acquire open space and trail corridors would become more scarce and challenging as King County becomes more densely developed and would be further compounded by the recreational needs of a growing population.
On April 2, 2007 the Council introduced companion ordinances 2007-0224 and 2007-0225, which include the Task Force’s recommended rate of assessment.  Proposed Ordinance 2007-0224 is a six-year $0.07 renewal levy for placement on the August ballot.  Proposed Ordinance 2007-0225 is a six-year $0.05 expansion levy also for placement on the August ballot.

On April 2, 2007, the Executive’s preferred options for the renewal and expansion of the parks levy were introduced.  The companion ordinances 2007-0241 and 2007-0242 are based on the Task Force’s recommendation with some modifications.  Proposed Ordinance 2007-0241 is a six-year $0.05 renewal levy for placement on the August ballot, with a requirement that should the measure fail, the renewal levy will be placed on the November ballot for voter reconsideration.  Proposed Ordinance 2007-0242 is a six-year $0.05 expansion levy also for placement on the August ballot.  The Executive’s proposals include the establishment of a citizen’s oversight board to review the expenditures of levy proceeds.
ANALYSIS

As can be seen in the pie chart on the following page, nearly 60% of the Parks and Recreation Division’s 2007 Operations and Maintenance Budget come from the current levy revenue.  Should a renewal levy fail at the ballot, Parks could not continue to do business as usual and facility closures may be necessary.
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Renewal Levy Rates
A comparison of the Council and Executive proposed renewal levies can be seen in Tables 1 and 2 below:
Table 1.  Breakout of Proposed Assessed Valuation Rated for Proposed Renewal Levies
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Task Force Recommended 

Council Proposed

Replace current operating and maintenance levy

$0.047

$15,091,167.02

Restore maintenance to pre-2002 budget crisis levels

$0.006

$1,926,531.96

Restore potentially declining capital funds

$0.017

$5,458,507.22

Total

$0.07

$22,476,206.20

Proposed Ord. 2006-0241

Executive Proposed

Replace current operating and maintenance levy

$0.0444

$14,256,336.50

Restore maintenance to pre-2002 budget crisis levels

$0.0056

$1,798,096.50

Restore potentially declining capital funds

Total

$0.05

$16,054,433.00

$0.07 Renewal Levy

$0.05 Renewal Levy

2008 Revenue

2008 Revenue


Table 2.  Annual Revenue of Proposed Renewal Levies, Adjusted for Inflation
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Proposed Ord.      

2007-0225

Proposed Ord.      

2006-0242

Years

$0.07

$0.05

2008

$22,476,206.20

$16,054,433

2009

$23,523,596.60

$16,802,569

2010

$24,652,730.20

$17,609,093

2011

$25,836,060.60

$18,454,329

2012

$27,076,191.80

$19,340,137

2013

$28,375,848.20

$20,268,463

Total

$139,459,795.84

$108,529,024


The Council’s proposed renewal levy mirrors the fiscal recommendations of the Task Force.  It would replace the current parks levy, restore maintenance levels to higher standards not seen since the budget cuts of 2002, continue the $300,000 annual recreational partnership grant program and restore capital funds due to a projected decline in REET revenues in the upcoming years.  The Council has historically appropriated funds for the annual recreational partnership program above the $300,000 minimum and may wish to consider increasing the amount to reflect this higher level of support.  The proposed restoration of capital funds would bring greater flexibility in the programming for capital projects as the funds would not be subject to the same restrictions and limitations associated with REET revenue.  The cost of the Council’s proposed renewal levy is $28 for an average King County property owner with an assessed value of $400,000.  Over a six year term, a $0.07 cent levy would generate an estimated $140 million, as adjusted for inflation.
The Executive’s proposed renewal levy is a modification of the Task Force recommendations and would replace the current parks levy, restore maintenance levels to higher standards not seen since the budget cuts of 2002, and continue the $300,000 annual recreational partnership grant program.  However, the Executive’s proposed renewal levy includes a different formula than that developed by the Task Force.  According to the Executive, updated economic data based on property valuations and projected expenditure growth rates would allow the county to implement the maintenance and operations goals of the Task Force recommendations with a levy rate that is lower by $0.02 per $1,000 of assessed value than that proposed by the Task Force.  The Executive reduced the proposed renewal levy to reflect this new information.  Staff has requested additional information from the Executive on the recently updated economic forecasts.  

The Executive does not support inclusion of capital funds in the renewal levy due to uncertainty over timing and severity of the loss of REET funds.  The cost of the Executive’s proposed renewal levy is $20 for an average King County homeowner with an assessed value of $400,000.  Over a six year term, a $0.05 cent renewal levy would generate an estimated $108 million, as adjusted for inflation.

Expansion Levy Rates
A comparison of the Council and Executive proposed expansion levies can be seen in Tables 3 and 4 below:

Table 3.  Breakout of Proposed Assessed Valuation Rated for Proposed Expansion Levies
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Proposed Ord. 2006-0242

Task Force Recommended 

Council Proposed

Task Force Recommended 

Executive Proposed

King County regional trails and open space acquisitions

$0.03

$0.03

City trails and open space acquisitions via CFT program

$0.01

$0.01

Woodland Park Zoo green space, education and conservation programs

$0.01

$0.01

Total

$0.05

$0.05

Expansion Levy


Table 4.  Annual Revenue of Proposed Expansion Levies, Adjusted for Inflation
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Years

King County

Cities

Zoo

Total

2008

$9,632,660

$3,210,887.00

$3,210,887.00

$16,054,434

2009

$10,081,542

$3,360,514.00

$3,360,514.00

$16,802,570

2010

$10,565,456

$3,521,819.00

$3,521,819.00

$17,609,094

2011

$11,072,597

$3,690,866.00

$3,690,866.00

$18,454,329

2012

$11,604,082

$3,868,027.00

$3,868,027.00

$19,340,136

2013

$12,161,078

$4,053,693.00

$4,053,693.00

$20,268,464

Total

$65,117,415

$21,705,806

$21,705,806

$108,529,027


The Council and Executive’s expansion levy proposals are substantively identical.  The Executive did not lower the Task Force’s recommended expansion levy to reflect updated economic data.  The cost of the expansion levy is $20 for an average King County homeowner with an assessed value of $400,000.  Over a six year term, a $0.05 cent expansion levy would generate an estimated $108 million, as adjusted for inflation.
The expansion levy would allocate $0.03 to King County for acquisition of open space and natural lands critical for the preservation of regional watersheds, streams and preserving additional open space and natural lands as well as acquisition and development of regional trails identified within the County’s regional trails plan.  Priority for open space and natural lands acquisition would be given to those projects that use efficient funding tools such as transfer of development rights.  Trail priorities would be based on securing and developing key urban trail corridors with an emphasis on those that link city to city, community to community, and urban to rural.  King County would also be entitled to retain a “reasonable” portion of the expansion levy proceeds to cover administrative costs associated with the distribution of the funds to the cities and Woodland Park Zoo.
The expansion levy would allocate $0.01 to cities for open space, natural lands and trail projects to be funded through application to the Conservation Futures Tax (CFT) Citizen Oversight Committee.  The mission of the CFT program would need to be expanded for this purpose.  The CFT program requires competitive application for funding and a minimal 50% city match.  The Executive has stated that in order to qualify for expansion levy funds, “city trail projects must support connections to the regional trail system, defined to include both County and city regional trails”.  However, neither the Executive nor Council’s expansion levy proposals include a requirement that the expansion funds be limited to city trails that support connections to regional trails.
The expansion levy would allocate $0.01 to the Woodland Park Zoo, located in northwest Seattle.  The Task Force recognized the Zoo as a unique regional parks and recreation service provider.  The Zoo funds are intended to provide for green space acquisitions, capital improvements and expand the Zoo’s environmental education and conservation programs.  It is worth noting that an amendments may be appropriate to further clarify eligible expenditures for the zoo in the Council and Executive’s expansion levy ordinances.
Polling
In February 2007, a poll was conducted by Alison Peters Consulting to gauge the public’s perception of the King County park system and interest in various levy lid lift funding options.  The poll was conducted by phone interview, with a sample size of 600 participants and a margin of error of +/- 4%.  The poll results and sample demographics can be found in Attachment 3 to the staff report.  The results of the poll include the following:
· 62% said King County is doing an excellent or good job managing the parks system.
· 62% said they would prefer voting separately on renewal and expansion levies.

· Support for renewal and expansion levies drops below 50% when the total of the levies is greater than $0.15.

· 58% said they would definitely or probably support a $0.07 renewal levy.

· By way of comparison, the current parks levy was approved by 57% of the voters, while polling had suggested an approval rate of 53%.

· Support for the $0.07 renewal levy is highest among Democrats, voters ages 18 through 49, parks users, Seattle and East King County residents, parents and women.
· 63% said they would support a $0.01 expansion rate to support the Woodland Park Zoo.

· 54% said they would support a $0.01 expansion rate to support city open space acquisitions.

· 50% said they would support the issuance of up to $125 million in general obligation bonds as an alternative means of supporting the expansion of the parks system.
· 40% said capital expansion of the parks system should be funded by long-term bonds, in comparison with 35% percent who said capital expansion should be funded by a levy.
The Task Force made its recommendations based in part on the feasibility of voter approval as presented by the February 2007 poll.  While poll participants were asked directly about support for a $0.07 renewal levy, they were not asked directly about support for a $0.05 expansion levy or whether the expansion levy should include $0.03 to fund King County’s acquisition of open space, natural lands and regional trails.  The Task Force did not recommend funding the expansion of the parks system via the issuance of long-term bonds due to the requirement that bonds receive 60% voter approval.
Levy Lid Lifts, Inflation and Voter Impact
As a result of the 2001 voter approved Initiative 747, the value of a permanent levy is eroded over time due to an annual inflation limit of 1%.  In 2003, RCW 84.55.050 was amended to allow for annual inflation adjustment on multiple year levies with a lifespan of no more than six years.  Levy lid lifts with annual inflation adjustments cannot supplant existing funds and must be thematically cohesive.
One of the consequences of I-747 is, and will continue to be, the need to renew multiple year levies to keep up with inflationary costs such as salaries, benefits and utility costs.  The Task Force recommended inflationary adjustments on the renewal and expansion levies.  This recommendation has been included in both the Council and Executive’s proposed ordinances at a rate of 4.66% in the second year and 4.8% in years three through six.

The need for inflationary adjusted multiple year levies is not unique to parks.  In addition to the proposed parks levies, King County anticipates the receipt of additional levy proposals to support emergency management services (EMS) and transportation for placement on the November 2007 ballot.  The Council may wish to consider the impact of the placement of three levy lid lifts on the ballot in 2007.  The levies may inevitably end up in competition with one another if voter tolerance for increases in property is tax overextended.  Furthermore, if these three levies do pass and expire in six years, these levies will once again be in competition with one another.  The Council may wish to consider altering the life span of the parks levies, or the anticipated EMS or transportation levies to eliminate future ballot competition.
Ballot Timing
The Task Force recommended the parks levies for placement on the August ballot for two strategic reasons:  First, park facilities would be in peak season and park users would be particularly mindful of the benefits of continued operations and maintenance of the parks system.  Second, placement on the August ballot is thought to be more advantageous in that it would not place the parks levies on the November ballot in direct competition with other levies as previously noted.

Passage of one levy is not contingent upon the other.  However, it is uncertain at this time how an expansion levy would be implemented should a renewal levy fail.  The Executive’s proposed renewal levy contains language that states that should the renewal levy fail at the August 21, 2007 election, it would automatically be placed on the November 6, 2007 ballot.  The feasibility of an “automatic” safety-net placement on the November ballot is awkward and may require the Council to act to place the renewal levy on the November ballot by July 30, 2007 in order to meet election filing deadlines.  This means that three weeks prior to the August 21, 2007 election, the Council would need to predict the likelihood of the renewal levy to fail, and as a precaution, place it on the next available ballot before the public has had the opportunity to vote.
Council Schedule

The parks levy ordinances will be reviewed by the Growth Management and Natural Resources Committee on April 10th and 17th;  it is anticipated that this review will be followed by the Operating Budget, Fiscal Management and Mental Health Committee’s review on April 25th and May 9th.

May 14th is the last day on which the Council could regularly act on the parks levy ordinances in time for placement on the August 21st ballot.  The Council is not expected to meet on May 14th, therefore an emergency would need to be declared in order for the Council to act on the parks levy ordinances on May 21st.  The declaration of an emergency would require an amendment to the levy ordinances.  As an emergency, the levy ordinances would require a minimum of six votes for approval.
Options for Further Development
Options to further perfect the Council’s legislation:
· Add in requirements for the establishment of a citizen’s oversight committee.
· Clarify eligible expenditures for the Woodland Park Zoo.

· Declare an emergency to meet election deadline requirements.

· Revise allocation model of the $0.07 renewal levy.

· Revise allocation model of the $0.05 expansion levy.

· Is the CFT program the appropriate means of distributing funds to cities, or should a new model be developed that would allow for greater flexibility in the use of funds, not require competition and allow for distribution based on a formula that takes into account assessed values and population?
· Increase the proposed allocation for the annual recreational partnership grant program beyond $300,000.

· Revise length of levy to five years to reduce likelihood of future ballot competition with other multi-year levies.

· Should a proposal for the issuance of general obligation bonds be considered to fund the expansion of the parks system as an alternative to the proposed expansion levy?

· Technical Corrections as recommended by staff, PAO and the Clerk’s Office.

Next Steps

Council staff will work to develop amendments for consideration at the April 17th Growth Management and Natural Resource Committee meeting.  
ATTACHMENTS

1. Proposed Ordinance 2007-0224 with attachment
2. Proposed Ordinance 2007-0225

3. Report of the Parks Levy Task Force Recommendations

4. Proposed Ordinance 2007-0241 with attachment

5. Proposed Ordinance 2007-0242

6. Executive’s Transmittal Letter with attachments
7. Operating Fiscal Note
8. Capital Fiscal Note

Page 1 of 9
Page 3 of 9

[image: image6.png]