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SUBJECT:  

Proposed Ordinance 2013-0156 would approve a supplemental appropriations of $8.28 million and $583,000 to fund the purchase of a conservation easement on property known as the White River Tree Farm.  

BACKGROUND:

White River Tree Farm:  The White River Tree Farm (Tree Farm) is forest land owned by Hancock Timber Resources Group (Hancock), totaling just over 86,000 acres.  The Tree Farm is located within King and Pierce counties with the White River running through its middle, leaving just over 43,000 acres of the property in King County (see Attachment 1).

Moreover, the Tree Farm is a substantial portion of a larger, contiguous piece of undeveloped forestland (see Attachment 2).  These forest lands includes state Department of Natural Resources lands, US Forest Service lands and Plum Creek Timber lands to the north, the Clearwater Wilderness to the south, and US Forest Service lands to the east and south, which stretch undeveloped all the way to Mount Rainier National Park.  Its conservation enables King County to meet its commitment to conserve 200,000 acres of forest lands as part of the 2004 Cascade Foothills Initiative.

Conservation Easement Purpose:  The primary purpose of pursuing the conservation easement with Hancock is to immediately restrict development and ensure that the property remains a working forest.  A number of growth management, economic and environmental benefits could result from restricting development on the property and ensuring it remains a working forest (see discussion below).  

In addition to that primary purpose or restricting development, the conservation easement also allows passive recreation uses (see Section 5(c)).  Along with timber harvesting, passive recreation (e.g. hiking, horseback riding, mountain biking, fishing, hunting, cross country skiing, nature viewing and camping) is one of the few allowed uses under the conservation easement specifically allowed.   Including those activities as allowed uses was very deliberate action by both parties.  In that sense the conservation easement preserves the opportunity for recreation on the property in perpetuity.  

However, the easement does not guarantee unconditional public access (see Section 9) because the Tree Farm will remain a privately-managed working forest.  Hancock or a future landowner does have the ability to control public recreational access.   Such controls may be due to safety and operational reasons, fire risk during hot, dry spells, etc.  Hancock currently allows public access via their permit system (www.hancockrecreationmw.com), and there have been no indication from Hancock that they intend to restrict access.

It should be noted that the Executive offered to purchase a separate recreation easement from Hancock for the western 11,000 acres that contains a number of existing recreational trails.   Such a recreation easement would have created additional certainty for public access.  However, that proposed recreation easement would have still given Hancock the right to temporarily limit or restrict access for safety and operational reasons, as it will still be a working forest property first and foremost.  The recreation easement would also have allowed them to charge an access fee, as long as it was market based and comparable to other forest land access fees in the state.   Ultimately, Hancock declined to entertain the sale of a recreation easement at this time and encouraged the Executive to pursue that with the next owner[footnoteRef:1], which is what the Executive plans to do. [1:   With regards to the potential sale of the Tree Farm property, it is the Executive’s understanding that Hancock intends to sell the whole property as one piece to the next owner, as opposed to, selling pieces off individually, as opposed to the Snoqualmie Forest where Hancock had always planned to sell some of the perimeter properties individually.  Therefore, the Executive does not anticipate having to work with multiple owners in the future.
] 


Conservation Easement Terms:  The terms of the conservation easement for the Tree Farm are essentially the same as for the Snoqualmie Forest acquisition of 2004, which has served as the base model for Tree farm conservation easements.  The primary difference is that Hancock has specifically identified and set aside several hundred acres on the property that will not be subject to the conservation easement, in order to possibly construct 6 or 7 dwelling units.   The Snoqualmie Forest conservation easement covered the entire ownership, but allowed “floating” dwelling units that would be later placed in areas not specifically identified in that agreement.  A more complete summary of the differences can be found on Attachment 3 of the staff report.

Benefits of Easement Acquisition:  The Executive has identified a number of potential benefits in acquiring conservation easement on the Tree Farm, including the:
· Addition of approximately 850 development rights that would go into the King County Transfer of Development Rights bank,
1. Preservation of an important part of the local and regional timber resource industry and preserving it to help retain jobs and timber resources important to the local and regional economy,
1. Prevention of development along the White River has positive ecological benefits and would also provide additional flood protection to the flood-prone urban areas downstream of the Tree Farm,
1. Provision of other significant environmental benefits including carbon sequestration and habitat for elk herds, marbled murrelet, chinook salmon, bull trout and northern spotted owls,
1. Preservation of dozens of existing hiking and equestrian trails on the western portions of the Tree Farm, and the opportunity for additional passive recreation use on the remainder of the Tree Farm,
1. Prevention of development over 43,000 acres, that along with previous conservation easements secured at Snoqualmie Forest, Raging River Forest, and Plum Creek Forest, preserves a significant portion of resource lands in eastern King County, and
1. Permanent preservation of an undeveloped and forested scenic drive along Hwy 410, which the public uses on a regular basis to access the Crystal Mountain ski resort in the winter and Mount Rainer National Park in the spring/summer/fall.

Related Council Budget Actions:  To date, King County has appropriated a total of $3 million to towards the purchase of conservation easements for the Tree Farm in the 2013 budget, as follows:
 $1,750,000 of Conservation Futures  (CFT) funds, and
 $1,250,000 of Parks Capital funds.




SUMMARY:

The proposed ordinance authorizes two supplemental appropriations, as follows:

Purchase of Conservation Easement ($8.28 million in 2013)

The first is an appropriation of $8.28 million from the Conservation Futures Tax (CFT) Fund.  The bulk of this appropriation ($8.14 million) will be combined with the prior $3 million appropriation to complete the funding for the purchase of a conservation easement on the Tree Farm property.   A purchase and sale agreement for the conservation easement between King County and Hancock is based on a purchase price of $11.14 million.   The remaining $140,000 of this appropriation is to cover “due diligence” costs related to the purchase, including attorney fees, closing costs, and bond issuance fees.

Interim financing would be supplied via an interfund loan through late 2013.  The interfund loan requires approval by the Executive Finance Committee.  The Finance Division will work with the Department of Natural Resources and Parks to develop a time schedule to complete the interfund loan and the issuance of a new CFT-backed Limited Tax General Obligation (LTGO) bond in late 2013[footnoteRef:2].  Finance and administrative charges related to the interfund loan would be repaid from the proceeds of that bond sale. [2:  There is approximately $17.87 million in capacity bonding available against the CFT Fund.  
] 


Debt Service for new CFT-backed Bond ($583,000 in 2014)

The second is an appropriation of $583,000 from the CFT Fund in 2014.  The 2014 appropriation is the first debt service payment on the LTGO bond to be sold later in 2013.  That LTGO bond will require approval by the Council.   The debt service amount is based on a 20-year bond at a 3.5 interest rate.  The total debt service amount will be $11.6 million. 

ANALYSIS

Benefits of Tree Farm Acquisition:  The stated benefits of the acquiring the Tree Farm have been clearly stated, and have been understood and accepted by the council by virtue of their prior approval of a $3 million appropriation for its purchase in 2013.   

Impact to the CFT Fund programming:   Table 1 below outlines the impact to the CFT fund in terms of debt service and the dollars available for programming.   The additional debt service from the Tree Farm purchase will allow the County to maintain between $9.72 and $10.8 million per year for future project programming.  The King County Conservation Futures Citizens Committee has written a letter in support of theis legislation.

Table 1
Estimated Impact on CFT Fund through 2018 (based on Financial Plan from 2013 budget)

	
	2014
	2015
	2016
	2017
	2018

	Estimated Revenues 
	$17,868,252
	$18,188,721
	$18,514,697
	$18,852,864
	$19,203,712

	Existing Debt Service 
	8,013,145
	8,013,145
	8,029,345
	8,049,945
	8,070,608

	Tree Farm Debt Service 
	583,000
	583,000
	583,000
	583,000
	583,000

	Available for Programs
	9,272,107
	9,592,576
	9,902,352
	10,802,919
	10,550,104




Impact to the CX Fund:  There is no liability to the Current Expense (CX) Fund from this transaction unless a shortfall occurs in the CFT fund.  It appears that projected CFT revenues will not result in a shortfall affecting the CX Fund.         

Time Sensitivity: According to the Executive, timing is a critical issue to Hancock.  It is Hancock’s intent to market and sell the fee ownership of the Tree Farm land, once the appropriation for purchase of the easement is approved by council.  Hancock desires to have final Council approval by April 29th or May 6th so that marketing of the land can begin.  The purchase and sale agreement for the conservation easement will close sometime between May and December 2013, depending on when Hancock closes on a sale of the fee ownership.

Potential Penalties:  There are two potential penalties outlined in the purchase and sale agreement with Hancock signed by the Executive on March 20th.   First, if the proposed appropriation is not approved by Council, the County will owe Hancock their out of pocket costs (their attorney costs and half of the appraisal, not totaling over $100,000).   Second, if Council approves the appropriation and then the County causes the deal to unravel, the County would forfeit the earnest money ($1.1 million)

Recreation:  The council has received public comment as to whether the conservation easement agreement with Hancock includes any guarantees, or discussion, of recreational access.  As noted earlier in the staff report, while preserving the opportunity for passive recreation, the conservation easement does not guarantee unconditional public access.  The Executive has attempted (and will continue) efforts to achieve agreement on a recreation easement that would better provide for recreational access to the general public. 

Tree Farm Certification:  The council has received public comment as to whether the conservation easement could require certification from the Tree Farm by the Forest Stewardship Council (FSC), that paper products from the Tree Farm has been sustainably harvested and processed.

The conservation easement requires Hancock (or any future landowner) to follow all federal, state and local laws and regulations (for example the State’s Forest Practices Rules).  The conservation easement does not require the landowner to be FSC certified.  However, even though not required by the conservation easement, the White River Forest is currently certified under the Sustainable Forestry Initiative (SFI).  The SFI is a different, but similar program to FSC.  Entry into SFI requires 3rd party audit and verification, which Hancock had done at for the Tree Farm.   The following is a link to the SFI program website: http://www.sfiprogram.org/.

Also, there is a Habitat Management Agreement (HMA) over the property which requires the creation and protection of habitat for northern spotted owl.  That HMA covers approximately 12,000 acres of the property and is believed by the Executive to be roughly in year 10 of the 50 year term.  That HMA agreement is automatically inherited by the next owner.

REASONABLENESS

Based on previously approved appropriations to this project and the availability of CFT funds to pay debt service on the remaining cost of the acquisition, the ordinance appears to be a reasonable policy and business decision. 
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