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SUBJECT:  
Proposed Ordinance 2003-0212 authorizes annual funding allocation procedures for Conservation Futures (CFT) funds. 
BACKGROUND:
Conservation Futures Tax (CFT) funds are collected county-wide as a dedicated portion of the property tax and are, by state law, available only for the acquisition of open space and resource lands.  The CFT tax rate is $0.0625 per $1,000 of assessed value, the maximum allowed under state law. In 2003, CFT will generate $12 million in King County, of which $5 million (40 percent) will be used for debt service and $7 million is available for new projects. 

King County code establishes a process for an annual allocation of CFT funds based on current-year revenues as follows:
1. The Council programs a portion of CFT funds in the annual budget process. Pursuant to code, a total of $500,000 plus 5 percent is reserved to be used at the Council’s discretion in the annual budget process. 
2. The Conservation Futures Citizen Oversight Committee (COC), a 16-member advisory body, conducts a competitive application process to allocate the remaining CFT funds not programmed in the annual budget. The COC process is as follows:
a. February 1: King County DNRP (Department of Natural Resources and Parks) mails CFT applications to all cities in the county: Seattle and suburban cities.

b. March 1: Jurisdictions (suburban cities, Seattle and King County) submit their applications for CFT funds to King County DNRP.

c. May: The COC reviews the applications, conducts site visits and deliberates on the applications.

d. June 1: The COC submits its funding recommendations to the Executive.

e. August 1: The Executive transmits to the Council an appropriation ordinance and an ordinance authorizing interlocal agreements between the county and each city receiving CFT funds. 

f. September: The Council typically takes action on the “stand-alone” legislation transmitted by the Executive. This action completes the CFT process for that year. 
SUMMARY:

Below is a summary of Proposed Ordinance 2003-0212:

Changes to the Allocation Process of CFT Funds:

· Deadline Changes:

· The application deadline for jurisdictions to apply for CFT funds is pushed back one month, from March 1 to April 1.
· The deadline for the COC to submit its application funding recommendations to the Executive is pushed back one month, from June 1 to July 1.

· COC’s Annual Recommendation: To Be Based on Next-Year’s Revenues

· The pool of funds jurisdictions apply for through the COC’s competitive process changes from current-year revenues (e.g. 2003) to next-year revenues (e.g. 2004) plus any remaining unallocated CFT funds (net of debt service and contracted encumbrances).

· Scenario for 2003:

· Under current code: $3.8 million is available in current-year revenues for the COC’s process in 2003; this amount represents $7.4 million in 2003 revenues less $3.5 million programmed by the Council in the 2003 budget.
· Under the Executive’s proposal: $6.2 million would be available in 2004 revenues plus $3.8 million in remaining current-year revenue for a total of $10 million for the COC’s process in 2003
. 

· Scenario for 2004:

· Under current code: $6.2 million would be available in 2004 revenues for the COC process; however, this figure may be less depending on the amount programmed by the Council in the 2004 budget.
· Under the Executive’s proposal: $6.5 million would be available in 2005 revenues for the COC process plus any remaining current-year revenue not allocated in the annual 2004 budget.

· Executive Transmittal to the Council
· The August 1 deadline for the Executive to transmit to the Council a CFT appropriation ordinance with funding recommendations is deleted. 

· The Executive will transmit CFT funding recommendations to the Council in the annual budget ordinance in October.

New Provision in the Allocation of CFT Funds:

Proposed Ordinance 2003-0212 contains a new provision relating to partnerships among jurisdictions applying for CFT funds. Specifically, the provision allows for matching contributions from project partners.


Two or more jurisdictions may apply for CFT funds in partnership if:

1. The proposed project lies within the boundaries of those jurisdictions; or

2. There is a beneficial reason for the partnership such as a trail corridor or community separator. The partnership proposal must be defined in the application and would be screened by the COC in its review process before going to the Executive and Council for final approval. 

The rationale for this provision dates back to April 29, 2002 when the Council adopted Motion 11416 in response to the city of Enumclaw which had requested confirmation that it could meet the matching funds requirement through a partnership with King County. The partnership consisted of King County purchasing habitat lands on Big Spring creek and exchanging with the city conservation easements on adjacent county lands for a conservation easement on the 58.25-acre property purchased by the city with CFT Funds.  

Further, on May 28, 2002, the Council adopted Motion 11439 which requested the COC to undertake additional oversight responsibilities pertaining to the county’s CFT program. In the motion, the Council asked the COC to review and make recommendations on the local matching funds requirements to allow for matching contributions from project partners. 

No Changes to Current Code Provisions

Proposed Ordinance 2003-0212 does not change the following provisions of county code pertaining to CFT:
· Composition of the COC: 16 members, one from each Council district and 3 at-large members;

· Matching Requirement: Jurisdictions must provide matching funds toward their project except as provided in the new provision regarding partnerships; and
· Council’s Annual Reserve: Based on a formula of $500,000 plus 5 percent of total available revenues (net debt service and contracted encumbrances). In 2004, the financial plan (Attachment 4) shows a reserve of approximately $864,000.
STRIKING AMENDMENT:

Council staff is working with staff from the Clerk’s office, DNRP and the Prosecuting Attorney’s Office to develop a striking amendment to Proposed Ordinance 2003-0212. The striking amendment will address general language clarification and the following issues:

1. Definitions: The Definitions Section of K.C.C. 26.12 will be added to the striking amendment to correct several inaccurate definitions.

2. COC: The striking amendment will move the section establishing the COC from Title 26 to Title 2 where boards and commissions are located in the code.

3. Public Hearing: The striking amendment will delete a provision in the ordinance calling for a public hearing on the allocation of CFT funds before Council action. This provision is redundant as CFT projects will be adopted in the annual budget ordinance, and the Council is required to hold a public hearing on all ordinances before final action. 

ISSUES FOR COUNCIL CONSIDERATION

CFT Allocation Process:  Does the Council concur with the Executive’s proposed process?
· Under the current process:

·  The Council has the first opportunity to program unallocated CFT funds in the budget process, prior to the COC’s process.

·  A “stand-alone” appropriation ordinance is transmitted to the Council by August 1st to approve the COC’s funding recommendations, giving the Council, typically the NRPOS Committee, an opportunity to review the COC’s recommendations. 

· Under the Executive’s proposal: 

·  The COC would have the first opportunity to make funding recommendations on unallocated CFT funds prior to the Council’s budget process. 

·  CFT projects recommended by the COC and the Executive would be transmitted to the Council in the annual budget ordinance.

Proposed Motion 2003-0211 – Confirming an Annual Reporting Process 

Does the Council want to embody the provisions of Proposed Motion 2003-0211 into the striking amendment to Proposed Ordinance 2003-0212?

At the same time the Executive transmitted Proposed Ordinance 2003-0212, Proposed Motion 2003-0211 was also transmitted to the Council. This motion is the Executive’s response to Motion 11439, adopted by the Council last year, requesting the COC to undertake additional oversight responsibilities pertaining to the county’s CFT program. The motion directed the COC to:
1. Develop a recommendation on an annual reporting process for approval by motion on:

a. Status of uncompleted CFT projects; and

b. Criteria for recommending disappropriation of funds from uncompleted projects and the reallocation of funds to new projects. 


Proposed Motion 2003-0211 (Attachment 3) responds to the Council’s direction established in Motion 11439. However, the NRPOS Committee may want to direct staff to incorporate the provisions of Proposed Motion 2003-0211 into the striking amendment. DNRP staff will be available at the NRPOS Committee meeting on May 15th to discuss the provisions of the motion in detail at members’ request.
Council Direction on Open Space Priorities  

Does the Council want to provide direction to the COC on open space priorities at an earlier date?

Current code gives the Council the option to provide direction to the COC by motion by March 30th on priorities for evaluating CFT applications within the open space criteria, for example, preserving salmon and wildlife habitat, providing green spaces within cities, protecting rural forestry, and providing passive recreation and outdoor education opportunities. Proposed Ordinance 2003-0212 moves the deadline for jurisdictions to submit their applications from March 1st to April 1st. Therefore, the NRPOS Committee may want to consider moving the date of its deadline to provide direction by motion to the COC from March 30th to March 1st. Earlier Council action would also provide notice to jurisdictions applying for CFT funds what the Council’s open space priorities are for that year.
Bonding Capacity
Does the Council want to establish a debt service limit on the CFT Fund? 


Currently, there is no limit on the amount of CFT revenues that can be used for debt service. There have been discussions among the Council, Executive and the COC about establishing a limit on the amount of CFT funds that can be used for debt service. In 2003, approximately $5 million, or 40 percent, of the annual revenue stream is dedicated to debt service. In 2006, approximately $1.1 million in debt service will be retired, decreasing the amount of debt service to $3.9 million, or 32 percent of the fund. 
Proposed Ordinance 2003-0212 does not address this issue. Limiting the amount of revenues used for debt service, either by using a dollar or percentage figure, would provide a stable stream of revenues for new projects on an annual basis; however placing a debt service limit on the fund could also preclude major open space acquisitions that require more revenue than what is available through the annual process. 
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� Under the Executive’s proposal, 2003 is a unique year in that the COC would essentially have two years of CFT funds (2003 and 2004) for their process. 





