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SUBJECT


Proposed Ordinance 2003-0522 would appropriate $6.6 million for the purchase of open space property known as the Juanita Woodlands Open Space Acquisition Project.  





BACKGROUND


Juanita Woodlands consists of 36.3 wooded, undeveloped acres, located in the potential annexation area of Kirkland, in unincorporated King County.  The property is currently owned and managed by the Washington State Department of Natural Resources (DNR) as part of a portfolio of 1.77 million acres that generates revenues for the state's Common School Trust fund. Most Common School Trust lands were granted to the state by the federal government at the time of statehood specifically for supporting construction costs of K through 12 public schools. Under state law, DNR is required to manage these lands for the “highest and best use” to maximize revenue to the trust fund. In the early 20th century, the property generated revenue from timber harvesting. Today, the property is zoned R-4 and its value lies in its potential for urban density residential development. 





In the spring of 2001, DNR intended to sell the property for residential development, a consequence of the demands to meet revenue obligations to the trust fund. In November 2001, at the request of the County Council, the city of Kirkland and the local community, DNR delayed the property sale and granted the parties an 18 month window to develop a financing proposal to purchase the property to preserve it as open space. 





SUMMARY


The proposed ordinance authorizes a supplemental appropriation of $6.6 million to complete the purchase of the Juanita Woodlands property. A purchase and sale agreement between the state and King County, executed on October 6, 2003, shows a purchase price of $7 million and a closing date of January 5, 2004. The purchase and sale agreement includes an optional real estate contract under which the county would pay DNR in installments over a 5-year period at a 6 percent interest rate per year.  The Executive proposes making a lump sum payment to DNR using an interfund loan at an estimated 2.9 percent interest rate in lieu of the real estate contract. 





FINANCING


To date, King County has appropriated a total of $2 million to the project as follows:


2002 Budget: $500,000 of Conservation Futures (CFT) funds


2003 Budget: $500,000 of CFT funds


2004 Budget: $1 million as follows:  $500,000 of CFT funds and $500,000 of Real Estate Excise Tax (REET) 1 funds.





Under the proposed ordinance, the balance of the purchase price would be financed with Limited Tax General Obligation (LTGO) bonds to be sold in the fall of 2006. Debt service would be paid by the CFT Fund. Interim financing would be supplied via an interfund loan through late 2004, and one-year bond anticipation notes (BANs) would be issued in late 2004 and in late 2005. The interfund loan requires approval by the Executive Finance Committee which is scheduled to meet on December 18th. The BANS and the LTGO bonds will require approval by the Council. The Finance Division will work with the Department of Natural Resources and Parks to develop a time schedule to complete the interfund loan and issue the BANs and the bonds. Finance and administrative charges related to the interfund loan and the BANs would be repaid from the LTGO bond proceeds.





The Denny Creek Neighborhood Alliance (DCNA), a neighborhood non-profit conservation group, has pledged a total of $500,000 in private donations to King County to offset a portion of the acquisition costs. A Letter of Understanding between DCNA and King County (Attachment 5) calls for DCNA to contribute $100,000 at the time of closing with the balance to be paid in two installments of $200,000 each in 2006 and 2008.  In addition, DCNA has until January 2009 to raise an additional $1.5 million in private or community donations that would be used to reduce the debt service on the CFT fund. If this amount has not been raised by the deadline, King County may surplus up to five acres of the property for residential development and use the proceeds to retire a portion of the debt.





ANALYSIS


The total purchase price of the Juanita Woodlands acquisition is $7 million. The supplemental appropriation of $6,607,152 million in the Executive’s proposed ordinance is based on a current appropriation of $1 million. However, in the 2004 budget, the Council appropriated an additional $1 million to the project for a total appropriation of $2 million. Therefore, a striking amendment and a title amendment are needed to reduce the amount of the supplemental appropriation to $5,518,999.  The amendments will be distributed at the BFM Committee meeting on December 3rd.





Assuming 20-year bonds at a 5.5 interest rate, debt service on the LTGO bonds would total $72,520 in 2006 and $441,090 in 2007 and beyond. The Executive proposes to delay the issuance of LTGO bonds until 2006 to coincide with the final redemption of 1985 bonds in 2005 when the last debt service payment of $1.1 million will be made. Table 1 below outlines the impact to the CFT fund in terms of debt service and the dollars available for programming. �


Table 1: Juanita Woodlands Acquisition – Impact on CFT Fund


�
2005�
2006�
2007�
�
Total Estimated Revenues �
$14,065,157�
$14,360,526�
$14,662,097�
�
Estimated Debt Service �
5,675,325�
4,584,512�
4,742,729�
�
Debt Service for Juanita Woodlands�
0�
72,520�
441,090�
�
Total Dollars Available for Programming �
$8,389,833�
$9,791,134�
$9,478,278�
�



Through a Letter of Understanding (LOU) with King County, DCNA has pledged to contribute up to $2 million toward the cost of the acquisition and to offset debt service on the LTGO bonds. However, the LOU is not a legally binding contract and does not require DCNA to contribute to the acquisition cost.  If DCNA does not meet its fundraising goals, the county would incur the entire cost of debt service on the bonds for the full 20-year period. However, the county may surplus a portion of the property and use the proceeds to offset some of the debt service costs.  


Under DNR’s ownership, the property is under imminent threat of conversion from undeveloped forest land to urban density residential development. Community support could generate $2 million (almost 30 percent) in private and non-county government contributions toward the project. This acquisition contributes to an open space corridor of O.O. Denny Park, Big Finn Hill Park and St. Edwards State Park. The project is not directly connected to these other properties, but provides a transition from an urban environment to a residential area. This proposal provides an opportunity for DNR to meet its revenue obligations to the Common School Trust Fund and meet the goal of the Finn Hill community to preserve Juanita Woodlands as open space. 





ISSUES�


Time Sensitivity: According to the purchase and sale agreement, the closing date is January 5, 2004. Therefore, Council approval is required in December 2003. �


Contingencies: The sale is contingent on the DNR removing unauthorized mountain bike trails and facilities on the property by December 21st.  According to DNR staff, the work has been completed. King County Department of Natural Resources and Parks (DNRP) staff will inspect the property before the closing date.





Impact to the CX Fund: There is no benefit or liability to the Current Expense (CX) Fund from this transaction unless a shortfall occurs in the CFT fund.�


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. 








ATTACHMENTS


Proposed Ordinance 2003-0522 with Attachment A: Resource Book Page


Executive’s transmittal letter dated November 21, 2003


Ordinance Fiscal Note


Letter from Denny Creek Neighborhood Alliance dated November 14, 2003


Letter of Understanding between King County and the Denny Creek Neighborhood Alliance





DOCUMENTS AVAILABLE UPON REQUEST


Real Estate Purchase and Sale Agreement





INVITED


Steve Broz, Budget Supervisor, Office of Management and Budget


Steve Call, Budget Director, Budget Office 


Bob Cowan, Director, Finance Division


Pete Ramels, Prosecuting Attorney, Civil Division


Faith Roland, Acquisitions Supervisor, Department of Natural Resources and Parks
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