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Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	8
	Name:
	Hiedi Popochock

	Proposed No.:
	2015-0423
	Date:
	December 3, 2015




SUBJECT

Proposed Ordinance 2015-0423 would authorize the conveyance of the surplus County-owned Tall Chief property located in the Fall City community.

SUMMARY

On October 14, 2015, Council staff briefed[footnoteRef:1] the Budget and Fiscal Management Committee on the Executive’s proposal to sell the Tall Chief property to the Keller Family Dairy, LLC. [1:  2015-B0197 approved briefing on Executive’s Tall Chief Proposal ] 


In 2013, following Council approval and appropriation of funds,[footnoteRef:2] King County purchased the 191-acre Tall Chief Golf Course with the intent of preserving it for agricultural use. The property had been proposed for an 18-unit subdivision[footnoteRef:3] prior to the County’s purchase.   [2:  Ordinances 17619, 17707, and 17794, and Motion 14143]  [3:  Ordinance 17616 approved July 2013 & L04P0032 Tall Chief Country Club 18 Lot Plat Request] 


To effectuate the conversion to agricultural use, following the County’s purchase of the property, the Department of Natural Resources and Parks (DNRP) developed a Request for Proposals to sell or lease the Tall Chief property and to develop and implement strategies to increase agricultural production on the property. The County received three proposals and accepted the highest scoring proposal submitted by the Keller Family Dairy, LLC. 

Keller Family Dairy, LLC proposed to purchase the property (minus most of the development rights) at the appraised value of $720,000 to expand their adjacent farm and preserve the upland forest area under a forest stewardship plan that would include recreational opportunities. Under their proposal, the lowland farm land would be used for growing corn for dairy feed and for spreading manure from dairy operations. 

Proposed Ordinance 2015-0423 would approve the sale of the Tall Chief property. As proposed, the property would be encumbered with an Agricultural Conservation Easement to protect the property as a farm in perpetuity.

BACKGROUND 

The Tall Chief property (formerly Tall Chief Golf Course) is located in unincorporated King County between Fall City and Carnation. The property was a dairy farm until approximately 1950, when it was developed as a golf course and resort. In 2004, the property owner proposed to build an 18-unit subdivision at Tall Chief. In 2013, the owner’s preliminary plat proposal was granted by the King County Hearing Examiner and approved by the Council.[footnoteRef:4]  [4:  Ordinance 17616] 


The Snoqualmie Valley community expressed concerns about the impact of the proposed development on the adjacent farms, the farm economy, and the rural character of the valley. In response, DNRP submitted an application to the King County Conservation Futures Citizens Committee[footnoteRef:5] (Attachment 5) to request a portion of the Conservation Futures Tax (CFT) funds[footnoteRef:6] to purchase the Tall Chief property for farm land preservation and to expand the County’s Agricultural Production District (APD).  [5:  The King County Conservation Futures Citizens Committee conducts an annual review of CFT applications and recommends project funding allocations to the Council and the Executive, which may then be approved by ordinance in the County’s budget process.]  [6:  Conservation Futures Tax (CFT) funds – a dedicated portion of property taxes that are collected throughout King County and are used to purchase open space lands and conservation easements in rural unincorporated King County, and in King County’s cities.] 


The CFT Citizens Committee approved the application and recommended the use of CFT funds for the purchase of Tall Chief to the Council.[footnoteRef:7] The CFT Citizens Committee’s recommendation (Attachment 6) expressed the group’s proposal that King County would purchase the Tall Chief property to permanently protect it for agricultural use with a goal of selling farm products from the property at Pike Place Market and other farmers’ markets within the county. The Citizens Committee report also suggested that King County could consider utilizing some of the property for incubator farming for new farmers. Following that recommendation, the Council appropriated funding and approved a bond sale for the purchase in late 2013.  [7:  2013-B0121 approved briefing of Conservation Futures Project Recommendations 2014.] 


Following the County’s purchase of the property, it was appraised by Resolve Consulting in April 2015 at $720,000 (for use as farm land, with all but one development right removed).

Request for Proposals Process

During 2014 and 2015, the Department of Natural Resources and Parks (DNRP) and the Department of Executive Services’ Finance and Business Operations Division (FBOD) and Facilities Management Division (FMD) conducted a competitive process for proposals to return the land to farming. 

The Request for Proposals (RFP) listed eight goals for the property that were developed with community input. The RFP goals were as follows:

1. To return the former farm to an economically sustainable farming operation using sound soil and water conservation practices.

2. To encourage the development of processing and distribution capabilities for farm products from the Snoqualmie Valley.

3. To help farmers obtain high quality farmland as a means of furthering the citizen supported goals of preserving farmland and maintaining viable agriculture in the County.

4. To increase opportunities for new and beginning farmers.

5. To strengthen the local food economy in the county through more food production and development of farm support businesses.

6. To offer opportunities to increase consumer appreciation for local food and public support for local farming.

7. To assist in the development of a stable agricultural economy in the Snoqualmie Valley.

8. To protect and restore the soil, water and forest resources on the site through stewardship.

To rank proposals to determine how they would assist King County in meeting the RFP goals, the team used the following six criteria:  

1. Experience and ability to carry out the proposal	- 30 points

2. Land Use – Economically and environmentally sustainable agriculture - 30 points

3. Maximize the use/benefit of the upland area and/or existing infrastructure - 20 points

4. Farmer/ Farm business vocational opportunities - 10 points

5. Educational opportunities - 10 points

6. Financial benefit to King County - 5 points

There were three proposals received: Keller Family Dairy, Seattle Tilth and the Oh/Cha Family.

Proposal One: Keller Family Dairy

According to Executive staff, the Kellers proposed to purchase the entire 191 acres at the appraised value of $720,000 to expand their adjacent farm and preserve the upland forest area under a forest stewardship plan that would include recreational opportunities. The lowland farm land would be used for growing corn for dairy feed and for spreading manure from dairy operations.  All the available farm land would be in production in 2016. The Kellers have also indicated a potential to provide space outside of the floodplain for storage of equipment for valley farmers during floods; housing for their next generation to be able to continue farming; housing for employees; a community meeting space for scouts and other community groups; equipment repair services; and greenhouses for local vegetable farmers out of the floodplain for early and late season crops based upon market demand.

Proposal Two: Seattle Tilth

Executive staff indicated that Tilth proposed to lease the farm land area from King County at no cost to Tilth.  Tilth would develop a farm incubator on four acres, offer 35 acres of land for lease to farmers, such as graduates of the incubator farm, in plots of one or more acres, and develop a production farm on 20 acres. They also proposed offering education in organic farming, developing demonstrations of environmental stewardship in management of wetlands and forests, developing a Youth Garden Works program, offering the Seattle Tilth hub as a marketing option for farmers on site and in valley; exploring  options for developing farmworker housing, developing greenhouses, a wash-pack facility, and cold storage for use by farmers on site and in the valley and would consider other shared facilities over time, and providing opportunities to disadvantaged populations, such as immigrant and low-income farmers who need education and technical assistance.

Tilth’s proposal estimated it would take about five years to get 70 acres in production, and the costs would be covered 50 percent by revenue from the site and 50 percent by anticipated grants and donations.

Proposal Three: Oh/Cha 

Fong Cha and Kou Oh have been farming for over 25 years.  Executive staff indicated that they proposed purchasing a portion of the Tall Chief property. They would farm 15 acres at a time and renovate the buildings using green building techniques. They also want to partner with an eco-building organization or community college.

Proposal Evaluation

The proposal evaluation team comprised of three representatives from DNRP, one representative from the King Conservation District, one representative from the King County Agriculture Commission, and one representative from the Northwest Agriculture Business Center. 

In addition to evaluating written materials, the evaluation team held interviews.

Table 1 below illustrates the total points received by each proposal from the evaluation team.

	Table 1: Proposal Evaluation Scores
	Scoring Criteria
	Keller Family Dairy
	Seattle Tilth
	Kou Oh 
& 
Fong Cha

	Experience & Ability to Carry Out the Proposal 
	156
	119
	103

	Economically & Environmentally Sustainable Agriculture
	150
	155
	90

	Maximize the Use/Benefit of Upland Area and/or Existing Infrastructure
	102
	98
	56

	Farmer/Farm Business Vocational Opportunities
	24
	48
	20

	Education Opportunities
	29
	47
	26

	Financial Benefit to King County
	22
	7
	12

	Total Points:
	483
	474
	307

	
	
	
	

	¹Scores shown are the sum of the scores from all six of the evaluation team members.



The Keller Family Dairy proposal received the highest score, followed closely by Seattle Tilth. The Oh/Cha family proposal was ranked third by the evaluation team. 

Agricultural Conservation Easement

Under the Executive’s proposal, the Tall Chief property would be encumbered with an Agricultural Conservation Easement prior to the conveyance of the property. The Agricultural Conservation Easement would:

1. Protect the property as a farm in perpetuity; 

2. Provide the Keller Family with one dwelling unit with the option to purchase two additional dwelling units within 10 years; and

3. Remove 34 transferrable development rights from the property and place the rights in the Transfer of Development Rights (TDR) bank.[footnoteRef:8] [8:  K.C.C. 21A.37 ] 


ANALYSIS

Council staff has identified three substantive policy issues, one potential policy issue, and one technical issue for the Budget and Fiscal Management Committee to consider.

Substantive Policy Issues.  The substantive policy issues are:

Public Benefits. In September 2015, FMD prepared an offer letter (Attachment 7) outlining the commitments that the Keller Family Dairy, LLC had informally proposed in the Tall Chief RFP process. The Kellers have signed the offer letter acknowledging its receipt.

The offer letter indicates that the Kellers would make reasonable and good faith efforts to achieve the commitments as part of their ownership. The commitments are subject to appropriate zoning, issuance of any required permits, availability of utilities and ability to make arrangements with qualified equipment repair technician within a reasonable period of time. The commitments are:

1. To actively farm the farmable land in the Agriculture Area, outside the Building Site Area;

2.	To make available greenhouses within a portion of the Building Site Area for area farmer(s) under a lease or other arrangement to be determined.  The physical location within the Building Site Area and the actual number and size of the greenhouses will depend upon market demand;

3.	To make available a portion of the Building Site Area to King County farmers for farm equipment storage during the flood season (likely November through February) under a lease or other arrangement to be determined;  

4. To make the old-proshop available for uses permitted in the Conservation Easement, if the old-proshop building is deemed salvageable and is restored and also a reasonable number of local farm community meetings to be determined at the discretion of the Kellers and subject to Kellers’ approval;  

5. To provide a farm equipment repair shop in accordance with the Conservation Easement, which will be available to King County farmers. Customers of the farm equipment repair shop will be required to pay for repair work at customary rates to be determined.  

6.	Kellers will work with the King County Historical Society to provide signage near the Property entrance to state the name, reflect the history of the Property (and adjoining property owned by Buyer) and to denote its status as Protected Property under the Conservation Easement.

Although the Kellers have agreed to these public benefits through the offer letter, these benefits and the terms under which they might be provided, have not been formally memorialized in the Purchase and Sale Agreement or Conservation Easement, the legal documents that would set the terms of the purchase and the ongoing use of the property. 

The Budget and Fiscal Management Committee may wish to explore options to memorialize the public benefit commitments.

Farm Management Plan. The proposed Purchase and Sale Agreement states that the Buyer (the Kellers) shall have received King County’s approval of a Farm Management Plan[footnoteRef:9] as described in the Conservation Easement. The proposed documents do not identify what agency approves the Farm Management Plan upon completion. [9:  A farm plan is a document developed by your Conservation District and the farmer or landowner. It is a series of actions developed to meet a farmer’s goals while protecting water quality and the natural resources. Some of the things considered in a farm plan are farm size, soils type, slope of the land, proximity to streams or water bodies, type of livestock or crops, the farmer’s goals, resources such as machinery or buildings and finances available. 
King Conservation District: http://www.kingcd.org/pub_far_wha.htm] 


DNRP has indicated that the King Conservation District has developed a Farm Management Plan on behalf of the Kellers and it is currently being finalized. The plan will contain a nutrient management component, according to the Conservation Easement. Furthermore, the plan may memorialize the Kellers’ informally proposed public benefit commitments as outlined in the offer letter prepared by FMD.

Because the Farm Management Plan has not yet been completed, staff has not had the opportunity to review its terms. 

The Budget and Fiscal Management Committee may wish to review and/or approve the Farm Management Plan upon completion.

[bookmark: _GoBack]Option to Purchase Additional Dwelling Units. The Conservation Easement would grant the Keller Family Dairy, LLC the rights to one dwelling unit at the time of purchase and would allow the LLC to purchase two additional dwelling units within 10 years. The selling price of the two additional dwelling units is based on the April 2015 appraisal. The second dwelling unit would be priced at $160,000 and the third dwelling unit would be priced at $105,000. The selling price of the additional dwelling units would be locked for the 10-year period and would not be adjusted to reflect the current market value of the dwelling units at the time of the purchase. 

Table 2 below illustrates Executive staff’s calculation of the costs associated with the additional dwelling units based on the April 2015 appraisal completed by Resolve Consulting. 

Table 2: Property Appraisal and Dwelling Unit Costs

	Property Valuation
	(A)
	(B)
	(B) minus (A)
	(B)
	(C)
	(C) minus (B)

	
	One Dwelling Unit
	Two Dwelling Units
	Cost for 2nd Dwelling Unit
	Two Dwelling Units
	Three Dwelling Units
	Cost for 3rd Dwelling Unit

	
	$720,000
	$880,000
	$160,000
	$880,000
	$985,000
	$105,000



The Budget and Fiscal Management Committee may wish to request Executive staff to provide the long-term fiscal impact of the fixed selling price of the additional dwelling units over the 10-year period and/or review the policy implications of locking in the price of future development right purchases in this manner.

Potential Policy Issue. Council staff have identified one potential policy issue that relates to the non-tillable surface assumption utilized in the April 2015 appraisal.

Property Appraisal Assumptions. In 2015, Resolve Consulting appraised the Tall Chief property assuming a maximum of five percent non-tillable surface[footnoteRef:10] at $720,000. Subsequent to the appraisal, the Kellers negotiated with Executive staff to have a maximum of 10 percent non-tillable surface allowed on the property to include their potential future dairy operations and the proposed public benefit commitments.  [10:  In the proposed Conservation Easement, non-tillable surfaces includes but not limited to asphalt, concrete, gravel, and other materials and actions that result in soil compaction such that the soil is no longer in a tillable state.] 


Since the April 2015 appraisal did not include a 10 percent non-tillable surface assumption, Council staff requested DNRP to provide the monetary value of the additional five percent of non-tillable surface negotiated to be allowed on the property. 

It is unknown what impact, if any, the assumption of 10 percent rather than five percent non-tillable surface would have on the value of the property. Executive staff have indicated that an updated appraisal would have to be completed in order to determine the value of the property with a 10 percent non-tillable surface. Note that an updated appraisal may yield a different valuation of the property due to other changes in market conditions.

Technical Issue. Council staff have identified one technical issue that relates to the transfer of development rights calculation.

Transfer of Development Rights Calculation. King County Code authorizes the transfer of residential density from eligible sending sites to eligible receiving sites through a voluntary process that permanently preserves rural, resource and urban separator lands that provide a public benefit. The easement as transmitted would allow 34 development rights to be placed in the TDR bank. The calculation of a TDR is determined by the zoned base density of one dwelling unit. 

FMD indicated that the Tall Chief property is zoned RA-10. According to King County Code, the base density for one dwelling unit for a sending site that is RA-10 is five acres. However, for each existing development, any retained development rights and any portion of the sending site that is already in a conservation easement would be reduced by an area equivalent to the base density for that zone. For RA-10 existing developments or RA-10 retained development rights, the sending site area would be reduced by an area equivalent to the base density of ten acres.[footnoteRef:11]  [11:  K.C.C. 21A.37.040.A & 21A.12.030.] 


Council staff requested DNRP to provide their calculation steps considered to equate to the 34 development rights. Upon further review, DNRP indicated that there would be 30 transferrable development rights that would be placed in the TDR bank, not 34 as originally calculated and as stated in the transmitted documents. The initial calculation performed by DNRP did not reduce the base densities of the two reserved dwelling units that the Kellers could potentially purchase within 10-years.

Table 3 below illustrates DNRP’s proposed TDR calculation that was transmitted and the revised TDR calculation that was provided to Council staff.

Table 3: (A) Proposed TDR Calculation and (B) Revised TDR Calculation

		      Table 3A						Table 3B
	Proposed TDR Eligible Acres Calculation
	
	Revised TDR Eligible Acres Calculation

	Description
	Acres
	
	Description
	Acres

	Tall Chief Property
	190 
	
	Tall Chief Property
	190 

	Existing development
	(10)
	
	Existing development
	(10)

	Existing easement area
	(5.3)
	
	2 addt’l developments option
	(20)

	TDR Eligible Acreage:
	174.7
	
	Existing easement area
	(5.3)

	
	
	
	TDR Eligible Acreage:
	154.7

	Proposed TDR Calculation
	
	
	

	174.7 acres ÷ 5 acres per TDR
	34.9
	
	Revised TDR Calculation

	Number of TDRs (rounded down)
	34
	
	154.7 acres ÷ 5 acres per TDR
	30.9

	
	
	
	Number of TDRs (rounded down)
	30



Council staff will prepare an amendment to update the number of TDRs in the Conservation Easement to reflect the revised calculation for the Budget and Fiscal Management Committee to consider.

Legal Review. Council legal counsel review of the proposed Tall Chief sale is ongoing.
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