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SUBJECT

Proposed Ordinance 2018-0268 would make changes to Title 26 of the King County Code to allow for increased bonding of Conservation Futures Tax (CFT) proceeds and to establish policies for the purchase of “equity areas” in underserved Census tracts.

SUMMARY

Proposed Ordinance 2018-0268 would amend K.C.C. 26.12 to make changes to the Conservation Futures Tax (CFT) program. Specifically, the proposed ordinance would:

· Allow for up to 80 percent of annual CFT proceeds to be used for debt service (up from 50 percent[footnoteRef:1]) to accelerate the pace of open space acquisitions. [1:  The Code does not currently establish a debt service limit for CFT proceeds; the 50 percent limit currently in place has been the Executive’s practice, developed in consultation with the Council.] 


· Define “equity areas” as potential open space acquisitions that are located in census tracts that meet all three of the following criteria:
1. Lowest one-third for median household income in King County;
2. Highest one-third for hospitalization rates for asthma, diabetes, and heart disease in King County; and
3. Do not have a publicly owned park within one-quarter mile of a residence (inside the Urban Growth Boundary, UGB) or two miles (outside the UGB).

· Waive the local matching requirement for the purchase of equity areas (currently, local governments must provide a match equal to the amount of CFT funds).

This proposal for CFT program changes was developed as part of the work of the Land Conservation Advisory Group, which was convened during 2016 and 2017 following the adoption of Motion 14458, which requested the Executive to develop a work plan to implement a preservation and conservation program. 

The proposed ordinance has been referred to the Regional Policy Committee and the Committee of the Whole as a dual referral.


BACKGROUND 

Land Conservation Advisory Group. Motion 14458, which the Council passed in November 2015, declared that it is County policy to protect and conserve land and water resources and directed the Executive to develop and transmit a work plan by March 30, 2016, for implementing a program to protect and conserve these resources.

The Executive’s work plan, which was transmitted in early 2016,[footnoteRef:2] provided background information on the County’s history of conservation investments. It then identified what the Executive defined as the most important remaining land to protect by category, including natural lands, regional trails, passive recreation, agricultural and forest land, flood protection, and rural land.  [2:  2016-RPT0045] 


The 2016 work plan provided an estimate of $1.3 billion (in 2015 dollars) that would be required over the following 30 years to protect and maintain the identified land resources. It described a number of potential funding sources the County would have available to meet this estimate, including CFT, Real Estate Excise Tax (REET), Flood District revenues, Transfer of Development Rights, Parks Levy, private philanthropy, and other sources. Based on the anticipated funding sources available, the work plan estimated a funding gap of $330 million over 30 years. 

Following the transmittal of the 2016 work plan, the Executive convened a 27-member Land Conservation Advisory Group to advise the Council and Executive on ways to preserve remaining conservation lands within 30 years, with a focus on public and private funding options.

In January 2017, the advisory group submitted a Phase 1 report[footnoteRef:3] to the Executive and Council. That report endorsed the goal of acquiring all identified open space lands within 30 years, but pointed to additional work for the advisory group, including additional outreach to local jurisdictions to identify urban priority lands and trails and additional work with historically underserved communities to identify the types of urban green spaces that are most essential to further equity and social justice goals. [3:  https://your.kingcounty.gov/dnrp/library/water-and-land/land-conservation/phase-1-report-land-conservation-advisory-group.pdf ] 


The advisory group reconvened in late 2017 and released its final report[footnoteRef:4] in December 2017. This report set the goal of acquiring 65,000 acres of open space lands in six categories (natural areas, farmland, forests, river land, urban green space, and trail corridor connections) within 30 years. The advisory group estimated that achieving this goal would require $1.9 billion in additional funding, and recommended a number of funding strategies to achieve this goal. These strategies included:[footnoteRef:5] [4:  https://kingcounty.gov/services/environment/water-and-land/land-conservation.aspx ]  [5:  King County Land Conservation Advisory Group, Final Report, December 2017, pp. 4-5.] 


· An increase in the allowable debt service limit for proceeds from the Conservation Futures Tax (CFT) so as to “further accelerate the acquisition pace”; 
· Relying on the Current Use Taxation program as a strategy to protect lands not immediately at risk;
· Forming partnerships with philanthropic, private, and other public partners; and
· Seeking a voter-approved increase (or “reset”) of the CFT to its State maximum of 6.25 cents per $1,000 of assessed value.

The advisory group’s final report included a section on “open space equity” to address disparities in access to open space, and recommended dedicating $160 million to eliminate these disparities by acquiring new parks and open space in identified equity priority areas. The final report includes a map of “priority areas used to estimate funding need for open space equity initiative.”[footnoteRef:6] [6:  King County Land Conservation Advisory Group, Final Report, December 2017, p. 18.] 


The Executive is not currently proposing to move forward with the advisory group's proposal to increase the CFT through a voter-approved ballot measure. Instead, the proposed ordinance would change the Code to allow for increased bonding of existing CFT proceeds to accelerate the pace of open space acquisition and would set policies for the purchase of “equity areas” in underserved areas.

Conservation Futures Tax (CFT). The CFT levy is a dedicated portion of the property tax that is authorized by state law[footnoteRef:7] to acquire property rights to conserve open space lands. It has been collected in King County since 1982. Open space lands are defined in K.C.C. 26.12.003 and RCW 84.34.020 to include open space, agricultural lands, and timber lands. CFT funds are allowed to be used to protect, preserve, maintain, improve, restore, limit the future use of, or other otherwise conserve open space lands. [7:  Conservation futures are established in RCW 84.34.200 through .240.] 


State law sets the maximum rate for the CFT at 6.25 cents per $1,000 of assessed valuation. King County’s CFT rate was originally set at that level, but the tax rate has eroded over time and by 2017 was being collected at 4.14 cents per $1,000. Increasing the CFT to its State-authorized maximum would require a vote of the people.

King County currently collects approximately $12.4 million in CFT proceeds each year. Those proceeds are allocated through a process that is outlined in the King County Code.

King County Code Provisions on CFT. K.C.C. 2.36.070 establishes the CFT citizens’ oversight committee. K.C.C. chapter 26.12 provides definitions for the CFT program, sets goals for CFT allocations, outlines the allocation process, and describes post-allocation reporting requirements.

· Conservation futures citizen oversight committee. The CFT citizens’ oversight committee is a 16-member committee that includes one member from each Council district, as well as seven at-large members. Committee members are to have interest and expertise in local conservation and passive recreation, science and ecology, conservation land stewardship, business and education.[footnoteRef:8] The CFT citizens’ oversight committee leads an annual process to review proposals for the use of CFT proceeds and makes recommendations to the Executive and Council. [8:  K.C.C. 2.36.070] 


· Goal of CFT allocation. The goal of the CFT program is to “maintain, preserve, conserve and otherwise continue in existence adequate open space lands and to achieve an equitable geographical distribution of funds from conservation futures over the long term.” To meet this goal, the CFT citizens’ oversight committee is asked to describe each year how the projects it recommends for funding “contain a demonstrable regional visibility, use, ecological, cultural, historical or other natural resource significance.”[footnoteRef:9]   [9:  K.C.C. 26.12.005] 


· CFT annual allocation process. The Code outlines an annual process[footnoteRef:10] for projects to be proposed, reviewed, and then recommended for funding. That process includes the following milestones: [10:  K.C.C. 26.12.010] 


· Due date for proposals. Each year, the Executive is to set a due date, no later than April 1, by which applications for CFT funding must be received.

· Council guidance for review process. No later than March 1 of each year, the Council may provide guidance by motion to the CFT citizens’ oversight committee on priorities for evaluating applications.

· CFT citizens’ oversight committee recommendations. The CFT citizens’ oversight committee reviews all applications. By July 15, it must make its advisory recommendations to the Executive and Council, including a description of each project and how that project meets the open space selection criteria, the amount of funding both requested and proposed, and any additional review criteria.

· Funding allocations. After receiving the CFT citizens’ oversight committee recommendations, the Executive determines proposes funding allocations as part of an annual budget ordinance (typically through either the biennial budget ordinance or mid-biennial budget supplemental ordinance). The Council then makes the final allocation decisions.

· Role of local jurisdictions. Any project proposed for funding that is located within a local jurisdiction must be forwarded to the CFT citizens’ oversight committee by that jurisdiction, or a coalition of local jurisdictions. The sponsoring jurisdiction must commit to provide a local match (in cash or land trade) equal to the amount of CFT funding. In Seattle, a citizens’ group may propose a project, but it must be able to commit a local match.

· Use of CFT properties. Land acquired by CFT proceeds must be used in conformance with the open space criteria, and cannot be transferred or conveyed except through an interlocal agreement that provides that the land will continue to be used in conformance with the open space criteria.

· Open space criteria. The criteria for open space include: wildlife habitat or rare plant reserve; salmon habitat and aquatic resources; scenic resources; community separator; historic or cultural resources; urban passive-use natural area or greenbelt; park or open space system addition; transfer of development rights program implementation; passive recreation; education/interpretive opportunity; threat of loss of open space resources; ownership complexity; partnerships; stewardship and maintenance; and any other criteria consistent with RCW 84.34.020.[footnoteRef:11] [11:  K.C.C. 26.12.025] 


· Project reporting requirements. Each agency that receives CFT proceeds must provide a report to the Executive by January 31 of each year that summarizes the amount of CFT funds expended and remaining, the status of the local match, the amount of acreage purchased, a description of acquisition activity, and any requests for changes in scope, project description, project abandonment, or timelines.[footnoteRef:12]  [12:  K.C.C. 26.12.035] 


· Annual reallocation of CFT awards. Following the annual reporting on CFT proceeds, the CFT citizens’ oversight committee recommends reallocation of CFT funds for any projects that do not need or cannot use their allocation and for projects for which an increased scope is requested. The Executive proposes reallocations via a budget supplemental ordinance, and the Council determines the final reallocations.[footnoteRef:13] [13:  K.C.C. 26.12.035] 


Proposed Changes in PO 2018-0268. The proposed ordinance would make changes to Chapter 26.12 of the Code. Specifically the proposed ordinance would:

· Outline CFT financial policies. The proposed ordinance would add a new section to the Code to outline financial policies for the use of CFT. The section states that the goals for these financial policies would be to accelerate the pace of acquisition and thereby reduce their ultimate cost, prioritize acquisitions in equity areas and for parcels that are at risk of development, and provide for geographic equity over time. The section outlines the following policies:

· Matching funds should not be required for equity area proposals;
· As much as 80 percent of annual CFT funds should be allocated for debt service to allow for the issuance of bonds to accelerate the pace of acquisitions;
· The County should pursue other sources of funding to accelerate the pace of acquisitions;
· CFT funds should be used for parcels identified as part of the 2018 Land Conservation Initiative, as well as properties with similar conservation attributes, with properties prioritized for acquisition based on risk of development; and
· Funds should remain available to pursue emerging acquisition opportunities. 

· Eliminate the match requirement for equity areas. The proposed ordinance would eliminate the requirement for a local match for proposed acquisitions in equity areas.

· Expand the role of citizen groups. The proposed ordinance would expand the ability of citizens or citizen groups to apply for CFT funds from projects in the City of Seattle to projects anywhere in the County. Citizen groups would need to provide a local match, except for proposals for acquisitions in equity areas.

· Define equity areas. The proposed ordinance would define “equity areas” as areas that meet all three of the following criteria:

· Areas located in a census tract in which the median household income is in the lowest third for median household income for census tracts in the county;
· Areas located in a census tract in which hospitalization rates for asthma, diabetes, and heart disease are in the highest third for census tracts in the county; and
· Areas within the Urban Growth Boundary that do not have a publicly owned and accessible park within a quarter mile of a residence, or areas outside the Urban Growth Boundary that do not have a publicly owned and accessible park within two miles of a residence.

The proposed ordinance would instruct King County’s Department of Natural Resources and Parks to identify and update equity areas at least every five years.

ANALYSIS

Definition of equity area. The proposed ordinance provides a Census tract-based definition of “equity area” and requires the Department of Natural Resources and Parks (DNRP) to identify and update a list of equity areas at least every five years. 

However, the proposed ordinance also includes language that allows that project proponents can “demonstrate” and the CFT citizens’ oversight committee can “determine” that a project proposed for funding is in an equity area (§3.E). 

This provision, which could result in an application’s eligibility to be considered as an equity area not being determined until well into the application process, could prove confusing for project applicants and could place a burden on the volunteer members of the citizens’ oversight committee. 

Two potential changes to the proposed ordinance could address this issue, should committee members wish to do so:

· Require that, as part of the application, an applicant indicate whether a project proposed for funding is requested for consideration as an equity area. This step could eliminate confusion later in the application process about whether a project is seeking to be considered an equity area or not by requiring a statement in the application itself.

· Require that DNRP staff (rather than the volunteer members of the citizens’ oversight committee) make the eligibility determination for any projects seeking funding as an equity area. This step would keep both the identification of equity areas and then the application of this definition during the annual application process with County staff rather than with a volunteer committee.
 
Elimination of match for equity areas. The proposed ordinance would continue to require a local match equal to the amount of CFT funding for all property acquisitions proposed by local jurisdictions or citizen groups. However, there would be no match required for acquisitions in equity areas. 

Executive staff state that the intent of eliminating this match requirement is to ensure that historically underserved communities that have fewer resources have the ability to preserve open space properties. 

It should be noted, however, that the elimination of the local match for equity area properties would make these properties more dependent on CFT funds and therefore more expensive to acquire. This is a policy choice for the committee.

Increased bonding. Currently, although there is no limit set in Code, the Executive has adhered to a limit of 50 percent of annual CFT proceeds being used for debt service to support bond issuance. The proposed ordinance would, as noted above, add language to the Code to set a debt service limit of 80 Percent of annual CFT proceeds.

As part of the 2017-2018 biennial budget, total revenue for the CFT, including fund balance, was estimated at $47 million, with $24.3 million (or just over $12 million each year) available for acquisition. Currently, according to Executive staff, approximately 45 percent of annual CFT proceeds is allocated to debt service.

The proposed ordinance would increase the debt service cap to 80 percent. The difference available for debt service – between what is currently being used and the new, higher limit – would be approximately $6 million each year. Based on current interest rates and conditions for 20-year Limited Tax General Obligation Bonds, an increase of $6 million annually could result in a bond issuance of approximately $80 million.

This additional revenue could be used immediately to fund property acquisitions. However, if 80 percent of annual CFT proceeds is dedicated to debt service, less funding will be available in future years for ongoing acquisition work. That reduction in ongoing funding may lead the County to seek other sources of funding for property acquisition, through public or private funders, the Parks levy, or other sources. The choice of whether to allow for more bonding from the CFT, as well as whether to provide for other sources of funding for open space acquisition is a policy choice for the committee.

The proposed ordinance does not reference the County’s adopted financial policies and debt management policies: King County’s Debt Management Policy (Motion 12660) and King County’s Comprehensive Financial Management Policies (Motion 14410). County financial actions, including the increased bonding would need to comply with these policies.

Nexus between equity and open space. The proposed ordinance notes that there is a connection between health, equity and open space. Staff analysis has identified a number of adopted County policies and research documents that reference this connection.

King County's January 2015 report, The Determinants of Equity,[footnoteRef:14] states that:  [14:  https://www.kingcounty.gov/~/media/elected/executive/equity-social-justice/2015/The_Determinants_of_Equity_Report.ashx?la=en ] 


· Parks, trails and green spaces promote recreation and improve neighborhood quality, and that living in areas with access to natural resources is associated with physical activity and positive mental health;

· Affluent neighborhoods have almost twice the amount of robust park access than areas with a higher concentration of people of color, people with limited English proficiency and low-income households;

· There is inequity in the types of parks available to residents who are low-income, persons of color or have limited English proficiency;

· Quality outdoor space, in the form of greenbelts, ecological areas and tree cover, which are associated with physical activity and positive mental health, are inequitably distributed across King County; 

· This inequity may affect the quality of life of residents in underserved areas; 

· There is a lack of vegetation in south King County, particularly from Tukwila south to Algona/Pacific, in areas of the county that have, on average, lower incomes than other areas; and 

· Residents who are low-income are likely affected more by living in areas with a lack of vegetation because they have fewer resources to travel to areas with high vegetation.

The King County Open Space Plan 2016 update[footnoteRef:15] includes policy OS-113a, which states that, "King County shall consider equity in the development and acquisition of its open space system to help in the reduction of health disparities and in the promotion of environmental justice." [15:  Ordinance 18309] 


The Puget Sound Regional Council's Draft Regional Open Space Conservation Plan, January 2018,[footnoteRef:16] states that minority and low-income residents are more likely to live in open space gap areas, that are defined as areas that lack tree canopy cover and are without easy access to open space, which means more than one-half mile to a park of any size or more than one mile to a community or regional park or trail. The draft plan states that, "areas with higher concentrations of low-income and minority groups and gap areas with low canopy cover should be priorities for investment in parks, access improvements, and efforts to restore tree cover." [16:  https://www.psrc.org/our-work/regional-open-space-plan. The plan will be finalized and adopted in summer 2018.] 


Ongoing erosion of CFT. State law sets the maximum rate for the CFT at 6.25 cents per $1,000 of assessed valuation. King County’s CFT rate was originally set at that level, but the tax rate has eroded over time and by 2017 was being collected at 4.14 cents per $1,000. 

Because the proposed ordinance would not take action to increase the CFT (which would require a vote of the people), the CFT will likely continue to erode over time, which could have implications for the total amount of collections and therefore the amount of funding available on an ongoing basis both to support debt service and to purchase additional properties.

LINKS

· Land Conservation Advisory Group, Phase I Report: 
https://your.kingcounty.gov/dnrp/library/water-and-land/land-conservation/phase-1-report-land-conservation-advisory-group.pdf 

· Land Conservation Advisory Group, Final Report:
https://kingcounty.gov/services/environment/water-and-land/land-conservation.aspx 
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1. Proposed Ordinance 2018-0268
2. Transmittal Letter
3. Fiscal Note
4. Support Letter
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· Bob Burns, Deputy Director, Department of Natural Resources and Parks
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