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SUBJECT

Proposed Ordinance 2014-0144 authorizes the Executive to enter into an interlocal agreement with the city of Normandy Park to implement a regional program to transfer development rights (“TDRs”) from specified King County unincorporated rural lands into the “Manhattan Village” Sub-area of the City of Normandy Park.
BACKGROUND:
King County adopted a transfer of development rights program ("the TDR program") in 2001 to permanently preserve rural and resource lands by transferring rural development potential into existing incorporated and unincorporated urban areas; since 2001, the TDR program has protected more than 142,000 acres of rural and resource lands.
In the 2007 County budget, the County initially appropriated $375,000 of Conservation Futures Funds ("CFT") to capital improvement project nos. 315600 and 315620. Since then, additional CFT funds, varying in amounts from year to year, have subsequently been appropriated for these projects with this money to be used to incentivize cities
 to participate in inter-jurisdictional TDR agreements.  Whereby, the cities agree to accept rural TDRs for the purpose of increasing density within their city limits, while also benefitting their cities with additional open space and/or park amenities.  

In the last several years the County has worked with Normandy Park to develop a means by which the County transfers of development rights ("TDRs") may be used for increased density within the Manhattan Village area of Normandy Park.
Normandy Park has amended its Municipal Code and adopted the Manhattan Village regulations via ordinance 887 and 888 to allow Manhattan Village to be a receiving site for County TDRs, subject to an adopted interlocal agreement with the County that provides Normandy Park with $350,000 in CFT funds.  These funds provide a critical financial incentive for the city to accept rural development rights for in-city developers’ purchases of up to 75 rural development rights for increased urban density in Manhattan Village.  

The CFT funds will be utilized for the creation and acquisition of public open space and/or parks inside the City of Normandy Park.  The purchase and transfer of the development rights are projected to generate up to $3 million for land conservation and will be used to protect roughly 375 acres of land along Vashon Island shorelines.
Proposed Ordinance 2014-0144 authorizes the Executive to sign an interlocal agreement (ILA) with Normandy Park to accomplish the TDR transactions and specifies the conditions of the transactions and reporting requirements. 

NORMANDY PARK ILA SUMMARY - SUBSTANTIVE PROVISIONS:
Section II B (p. 4)
 limits the King County sending sites to be those rural or resources lands determined to be “the near-shore and shoreline properties surrounding Vashon Island in King County.”   This rural area is important to the ecology of Puget Sound and is part of the rural scenic and open space views from the City across the waters of Puget Sound.  
Section II C (p. 4) – provisions governing how TDRs will be converted to dwelling units or commercial square footage.  The maximum number of TDRs that may be used in the Manhattan Village is 75. 

Section II D & Section III B (pp. 4) – the parties agree to use the County’s TDR Bank as a “revolving fund.”  As such, the County will purchase TDRs in the approved sending site areas and sell them to Manhattan Village developers.  The City agrees that it will allow the first 20 TDRs to be purchased from the Bank.  

Both sections provide that the County will use any proceeds from the sale of these TDRs to purchase more TDRs within the approved sending site area.

Section IV A, B, C & D (pp. 7 & 8) – the County will pay the City $350,000 for Phase I public amenities either created or purchased by the City as specified in Section IV D.   Eligible amenities shall be consistent with restrictions provided in K.C.C. 26.12, Conservation Futures Tax (CFT) Levy for the expenditure of CFT funds.  The City shall only use Phase I and II Amenity Investments for the creation and/or acquisition of amenities by satisfying one or more of the following criteria (as provided in K.C.C. 26.12.025 and also attached as Exhibit D to the interlocal agreement):
1. Parks, open space, gardens, or gateways;

2. Wildlife habitat;

3. Salmon habitat and aquatic resources;

4. Scenic resources;

5. Historic or Cultural Resources;

6. Urban passive-use natural area/greenbelt

7. Park, open space or natural corridor addition; and
8. Passive Recreation opportunity in area with unmet needs

Section IV E (p.8) – For Phase I, the County will make this $350,000 payment authorized in King County’s 2007 Budget, Ordinance 15652, after 30 days of the receipt of information from Normandy Park describing the project, the time schedule and the City’s budget for the acquisition.  The County shall disburse the funds to an escrow account once a signed purchase and sale agreement is provided by Normandy Park.  If the purchase and sale does not close, the money will be returned to the County.  
For Phase II, County's contribution to the public amenities either created or purchased by the City shall be provided the sales of TDRs held by the TDR Bank, consistent with adopted County appropriations and statutory provisions.

The County may only object Normandy Park’s use of the money if the proposed use does not comport with the requirements of Section IV D. 

Section V (p. 9) – this Section includes provisions governing duration (until all the 75 credits are use, plus 12 months), termination and extension of the ILA.  Extension of the ILA is contingent on additional funding.  

Section VII (p. 12) – mutual provisions that require each party to indemnify the other to the extent of their negligence.  

ILA SUMMARY- AdminIstrative Provisions:
Section II E & Section III E (pp. 5 & 7) – notification processes to implement the program. 

Section III B (p. 6) – the County assumes an obligation to use its best efforts to identify and appraise potential TDR possibilities in the sending site area for purchase by the Bank and apprise Normandy Park. 

Section II F, Section III C & Section VI (pp. 5, 6 & 11) – provisions governing reporting requirements under this Agreement, which include an annual detailed breakdown of how the program performed during the previous year.

Section IV F (p. 9) – agreement that this $350,000 funding is in addition to any other funding Normandy Park may obtain to fund amenities in the city under any other agreement, grant, commitment, or program.
Section VIII (p.13) – standard and general contract provisions 

ANALYSIS

1. Impact to CF project fund

With the execution of this ILA, the County will be contributing $350,000 from CIP nos. 315600 and 315620 to the City for amenity improvements.  Because the ILA commits the County to using proceeds from any TDRs purchased from the Bank to be used to pay Normandy Park’s Phase II Amenities, replenishing the Bank during Phase II or to purchase more TDRs within the approved sending site area after Phase II, the ability to replenish the $350,000 in these CIP projects will be limited.  
2. Option to Grow TDR Bank Fund
In early ILAs with cities, funds from TDR credit sold by the Bank to receiving site developers either (1) have been forwarded to the city for its amenity acquisitions or (2) retained by the Bank for additional purchase of TCR credits from property within the identified sending area.  The result is an eventual drawdown of TDR Bank funds.
In this proposed ILA with Normandy Park (similar to more recent ILAs with Sammamish and Bellevue), to fund City acquisition of amenities during Phase II, the County would provide the City with an amount equal to 25% of the sale price of each TDR credit.  The remaining 75% of the funds from these TDR credit sales will be retained by the Bank.  The Bank then has the option to either purchase additional development rights within the sending area or to build up its revolving fund.
Preservation Value of Sending Site Area

In developing the ILA, the City worked with the County to identify specific rural lands that the City considers a high priority for protection.   The ‘Sending Site Area’ identified is the near-shore and shoreline properties surrounding Vashon Island in King County.  This rural area is important to the ecology of Puget Sound and is part of the rural scenic and open space views from the City across the waters of Puget Sound.
AMENDMENTS

The Council’s legal counsel suggested several minor grammatical and other technical changes for clarification of the interlocal agreement (Attachment A to PO 2014-0144).   
These changes have already been discussed with the Normandy Park City Manager and legal counsel and accepted.  
Staff has prepared Amendment 1 to replace Attachment A, with a new Attachment A, dated June 3, 2014 with the changes from legal counsel incorporated.   

ATTACHMENTS

1. Proposed Ordinance 2014-0144 with attachments
2. Amendment 1 to PO 2014-0144
� By purchasing open space in a participating city. 


� Parenthetical page references are to the ILA, which is Attachment A to the ordinance.
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