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WASHINGTON STATE PARKS AND RECREATION COMMISSION 

In accordance with RCW 79A.05.025 and RCW 43.30.080, the Chair of this Commission has called a Special Meeting to be held at the Washington State Parks and Recreation Commission Headquarters and by teleconference. 

Time: 9:00am 
Date: December 6, 2011 
Place: Washington State Parks and Recreation Commission Headquarters 

Environmental Hearings Office, Third Floor 

1111 Israel Road SW 

Olympia, Washington 98504 2650 

(360)-902-8500 (360) 586-6580 (fax) 

Detailed Agenda Item for Special Commission Meeting
Item E-1: 2011-13 Budget Reductions and Reserve Level
ACTION TAKEN:  Approved as presented.

EXECUTIVE SUMMARY: This item asks the Commission to adopt a Parks Stewardship and Renewal Fund (PRSA) spending reduction approach, reduce the working capital reserve fund from three months to two months and authorize the Director to implement changes as soon as practicable. This complies with our Centennial 2013 Plan element “Our Commitment Financial Strategy and Public Service” and with our core values. 

SIGNIFICANT BACKGROUND INFORMATION: Because revenues are not coming in at projected levels this biennium, the Washington State Parks and Recreation Commission directed staff to prepare a reduction approach to fill a gap between current and projected revenues, due in large part to lower-than-projected Discover Pass sales. The reduction approach being considered is to help the agency sustain operations during an unusual period of time so it can recover as Discover Pass sales increase over time as the result of greater public awareness and participation from continued public education and marketing efforts. The Commission also has said the agency needs to invest in marketing and new business and enterprise approaches that generate new revenue for greater sustainability in the future. 

The Commission must balance its budget. In previous action taken at its regular November, 2011 meeting, the Commission stated that closing parks at this time is not a prudent option if it is to make the Discover Pass successful. However at this time, reductions must be made in agency spending. The longer the agency waits to make reductions, the deeper the cuts will be. Each month delay would mean approximately $750,000 a month in additional cuts. 

Washington State Park’s operating budget appropriations for FY 2011-13 include the following revenue sources: 

· General Fund State $17.1 Million (12%) 

· Donations $10.0 Million (7%) 

· Dedicated Funds $15.7 Million (18%) 

· Discover Pass $54.0 Million (37%) 

· Park Fees & Leases $51.7 Million (35% this number includes fund balance) 

The above totals $148.6 million; however with the exception of the General Fund State and Dedicated Funds, the appropriations cannot be spent unless the money is earned. State Parks staff now projects that revenue from PRSA will be approximately $89.7 million; representing a gap of $13.8 million from the appropriations level. This projection is based on the following assumptions: 

· State General Fund will not be reduced by the Legislature 

· Discover Pass revenues will end up 30% less than originally projected 

· Donation revenues will end up 30% more than originally projected 

· Other fee and lease funds will earn $39.5 million 

· No legislative changes will occur in the Discover Pass or any other program 

The above revenue estimate for the Discover Pass assumes a modest rebound in sales in the second year due to continued public education and marketing and greater familiarity and participation by the public. 

With those assumptions, the total available funds for expenditure without use of the reserve fund or dedicated funds is approximately $107 million. Expenditures are projected at approximately $117.8 million, leaving a deficit between all revenue this biennium and on-going expenditures of approximately $11 million. Appendix 1 breaks down revenue projections in detail. 

-In order to balance the budget and bridge the revenue-to-expenditure gap, staff proposes the following approach and reductions: 

· Restructure field operations to move to a more seasonal operations model in some areas – with a reduction of approximately $7 million 

· Make Headquarters staff and program reductions of approximately $1.3 million 

· Make region staff reductions of approximately $1.4 million 

· Make equipment, office leases, contracts cost reductions of approximately $1.3 million. 

Headquarters and region office reductions will flatten the organization by reducing management positions. 

It also is important to note that there will be costs to implement the reductions and to invest in new ways of doing business for greater sustainability in the future: 

· Retirement incentives, vacation cash-out, moving and unemployment payments of approximately $ 3 million 

· Investments in marketing, training, partnership and enterprise development up to $1 million. 

The agency has established a three-month reserve fund of approximately $12.5 million dollars for short-term fluctuations in cash flow. Commission policy currently states that the agency keeps a reserve fund of 2.5 to 4 months of operating expenses in reserve. The lowest acceptable level that the Office of Financial Management would deem acceptable is two months. Staff is recommending that the Commission approve lowering the reserve fund by $4 million, to that two-month level, to assist in balancing the biennium budget. 

SUPPORTING INFORMATION: 
Appendix 1: PRSA Revenue Sources and Projections 

REQUESTED ACTION OF COMMISSION: 
That the Washington State Parks and Recreation Commission: 
1. Set the working capital reserve at 2 months of operating expenditures for the 11-13 biennium and use approximately $ 4.5 million of reserve to balance the budget. 

2. Authorize the Director to make reductions by as soon as practicable, consistent with principles set out in this agenda item. 

_________________________________________________________________________ 

Author/Contact(s): Ilene Frisch, Acting deputy Director 

Ilene.Frisch@parks.wa.gov, (360) 902-8521 

REVIEWS: 
SEPA Review: Following review, staff has determined that the action proposed for the Commission by staff is exempt from the State Environmental Policy Act (SEPA) pursuant to WAC 197-11-800 (14) ( c). 

Fiscal Impact Review: Actions to have a balanced budget in 2011-13. 

AAG Review: 
Ilene Frisch, acting Deputy Director: ______________________ 
Approved for Transmittal to Commission 
_______________________________ 

Don Hoch, Director
Each Commissioner expressed their feeling of appreciation and understanding on what the staff had to go through to make these decisions and what the agency will be facing in the future.
Appendix 1
PRSA Revenue Sources and Projections

	PRSA Revenue 
	2011-13 Budget Projection 
	2011-13 Nov Projection 
	Change 

	Discover Pass 1} 
	$ 54,000,000 
	$ 37,200,000 
	$ (16,800,000) 

	Donations 
	$ 10,000,000 
	$ 13,000,000 
	$ 3,000,000 

	Fees/Leases 
	$ 39,500,000 
	$ 39,500,000 
	$ - 

	Total 
	$ 103,500,000 
	$ 89,700,000 
	$ (13,800,000) 

	GFS 
	$ 17,200,000 
	$ 17,200,000 
	0 

	Available 
	$ 120,700,000 
	$ 106,900,000 
	$ (13,800,000) 

	1} Discover Pass revenues actual through October 31, 2011 and projected at a lower decline then the first months due to increase in marketing. 

	Does not assume transferability legislation. Projects 30% reduction in revenue decline 
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