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STAFF REPORT
SUBJECT:
This ordinance authorizes the Executive to negotiate an agreement with the Technology Access Foundation for the purpose of constructing a community center in Lakewood Park and appropriates funding for the project. 

BACKGROUND:
The Executive is proposing to contribute $2 million in funding towards the construction of a community center within Lakewood Park. Lakewood Park is a 29.5 acre park, acquired by the county from the federal government in 1956 and located in the North Highline community, one of the 10 large urban unincorporated areas targeted for annexation to a city under the county’s Annexation Initiative (see Map of Lakewood Park in Attachment 5). 

The proposed project is part of the county’s White Center Community Enhancement Initiative which includes a host of projects the county, either by itself or in partnership with other public or private entities, has approved to recreate the White Center community as a desirable place for homes and employment.  
The White Center Community Enhancement Initiative was endorsed by Council Motion 12210 on October 17th and includes:

· The Greenbridge Hope VI housing project;
· Lakewood Park Community Center for the new millennium;

· Infrastructure improvements to reduce flooding; 

· New sidewalks in the Central Business District;

· Zoning changes to encourage redevelopment; and 
· Parks and open space enhancements. 

The White Center Enhancement Initiative calls for $15 million of new investment that would build on the county’s actions to date in the community. The proposed ordinance would appropriate $2 million in REET (Real Estate Excise Tax) funds toward the construction of a community center, parking lot and other site improvements at Lakewood Park. County funding represents approximately one-third of an estimated $6 million cost for the project. The Technology Access Foundation (TAF) would be responsible for constructing and operating the facility. TAF is a private, non-profit organization that has worked since 1996 in southeast Seattle to provide K-12 youth with training and education in computer technology.
SUMMARY:

The Executive is currently in the process of negotiating a final agreement with TAF related to the construction, ownership, operation and use of the proposed facility. This proposed ordinance was transmitted in advance of the final agreement in order to assist TAF in its fund raising efforts for the balance of the project cost. It is anticipated that a final agreement will be transmitted to the Council for approval by ordinance before the end of 2005. 

A “Term Sheet” attached to the proposed ordinance summarizes the discussions to date between the Executive and TAF. In general, the Term Sheet outlines major elements of the current negotiation points being discussed with TAF, but it is not a legally binding document.  The final agreement will contain specific terms and conditions that would be legally binding. 
Provisions of the negotiations with TAF include:

· Community Center & Parking Lot Construction: TAF will construct a 20,000 square foot community center and a 10,000 square foot parking lot on a portion of Lakewood Park for the purposes of providing youth and family enrichment programs and housing TAF programs and administrative offices. 

· Community Center Uses: Seventy-five (75) percent of the building would be dedicated to programming and 25 percent would be set aside for TAF administrative offices. 

· Funding: Total cost of the project is estimated at between $6 million and $8 million. The county would contribute $2 million of REET proceeds towards construction of the building and related improvements. County funding would be contingent on TAF raising the balance of the money required for construction costs.


· Construction Loan Prohibited – TAF will be required to raise 100 percent of the funds required for construction costs. 

· Term of Proposal: The agreement between TAF and the county would be for 30 years, after which the facility would transfer to county ownership.
FISCAL ANALYSIS
The Executive proposes funding this project with $1.15 million from REET 1 and $850,000 in REET 2 funds. The county collects REET 1 and 2 in unincorporated King County at the maximum rate of ¼% on the sales price of real estate. The taxes as they are collected are placed in the REET 1 fund and the REET 2 fund.  When expenditures are made, typically the dollars are transferred from the REET funds to debt service or capital project funds.

King County Code Provisions Regarding REET I Taxes

Under the King County Code, REET I revenues “may only be used for capital needs of the unincorporated area of the county” (KCC 4.32.3020).  In practice REET 1 has been used to support the acquisition and development of parks and open space in the unincorporated area of King County. 

 REET 1 Financial Analysis
 The 2005 adopted budget for the REET I fund was based on $6.9 million in fund balance being carried over from 2004, tax revenue of $4.9 million to be received, $352,000 from sales of property, $8.3 million of expenditures, a $2 million reserve for the Annexation Initiative and an ending fund balance of $1.95 million available for carryover to 2006.  This is summarized in the 2005 Adopted column in Table 1 below.
Table 1: 2005 King County REET I Budget Summary 
	
	2005 
Adopted 
	2005

Estimated
	Comment

	Beginning Fund Balance
	$6,965,239
	$8,930,209
	Carryover from 2004

	Revenues
	5,286,211
	11,715,944
	New revenues in 2005

	TOTAL AVAILABLE $$:
	$12,251,450
	$20,646,153
	$ available for programming

	
	
	
	

	Expenditures
	
	
	

	*Parks and Open Space Projects
	($5,942,600)
	($5,942,600)
	Ordinance 15083

	* Debt Service
	(2,353,707)
	(2,353,707)
	Ordinance 15083

	* 2nd Quarter CIP Omnibus
	
	(1,908,108)
	Ordinance 15246

	* 3rd Quarter CIP Omnibus
	
	(478,922)
	Ordinance 15289

	* BNSF Trail Corridor Acquisition
	
	(300,000)
	Ordinance 15233

	* 2004 CIP Carryover
	
	(2,257,128)
	1st Qtr. Budget Report

	TOTAL EXPENDITURES:
	($8,296,307)
	($13,240,465)
	

	
	
	
	

	Ending Fund Balance
	$3,955,143
	$7,405,688
	

	
	
	
	

	Reserves & Designations
	
	
	

	* Annexation Incentive Reserve 
	(2,000,000)
	0
	Moved to REET 2

	* BNSF Trail Corridor Loan Backing
	0
	(3,500,000)
	Placeholder for acquisition

	* Lakewood Park Community Center
	
	(1,150,000)
	Prop. Ord. 2005-0405

	TOTAL RESERVES & DESIGNATIONS:
	($2,000,000)
	($4,650,000)
	

	
	
	
	

	ENDING UNDESIGNATED FUND BAL:
	$1,955,143
	$2,755,688
	Supports 2006 proposed Parks CIP.


As shown in the 2005 Estimated column in Table 1, the financial plan transmitted with the 2006 Proposed Budget revises all of these figures. The 2005 beginning fund balance now reflects the actual fund balance that is being carried over from 2004. This change adds approximately $2 million to beginning fund balance due to higher than anticipated real estate excise tax receipts in 2004.  


Additionally, 2005 revenue estimates are higher by $6.4 million and expenditures are revised to $13.2 million to reflect various supplemental appropriations and the estimated carryover of 2004 appropriations for projects not yet completed. The result of all of these modifications is an estimated ending fund balance of $7.4 million.  The financial plan also shows total reserves of $4.65 million, including $1.15 million for the Lakewood Park community center project and $3.5 million as a placeholder for backing the future acquisition of the BNSF (Burlington Northern Santa Fe) trail corridor. 
In summary, the latest financial plan shows that sufficient fund balance is available and that no projects are proposed to be cut or deferred to fund this request. The availability of those funds is at least in part dependent on REET tax collections remaining high through 2005. 

King County Code Provisions Regarding REET 2 Taxes

Under the King County Code, REET 2 revenues are limited to funding park planning, repair and construction (not for acquisition) in unincorporated King County and in cities as long as the project benefits unincorporated area residents. 

REET 2 Financial Analysis

The 2005 adopted budget for the REET 2 fund was based on $6.1 million in fund balance being carried over from 2004, tax revenue of $4.9 million to be received, $8.46 million of expenditures and an ending fund balance of $2.6 million available for carryover to 2006.   This is summarized in the 2005 Adopted column in Table 2 below.
Table 2: 2005 King County REET 2 Budget Summary 

	
	2005 
Adopted 
	2005

Estimated
	Comment

	Beginning Fund Balance
	$6,133,579
	$14,391,056
	Carryover from 2004

	Revenues
	4,934,211
	10,941,602
	New revenues in 2005

	TOTAL AVAILABLE REVENUES:
	$11,067,790
	$25,332,658
	$ available for programming

	
	
	
	

	Expenditures
	
	
	

	*Parks and Open Space Projects
	($7,885,514)
	($7,885,514)
	Ordinance 15083

	* Debt Service
	(577,869)
	(577,869)
	Ordinance 15083

	* January Supplemental
	
	(250,000)
	Ordinance 15125

	* 2nd Quarter CIP Omnibus
	
	(1,653,649)
	Ordinance 15246

	* 3rd Quarter CIP Omnibus
	
	(1,250,000)
	Ordinance 15289

	* 2004 CIP Carryover
	
	(8,287,788)
	1st Qtr. Budget Report

	TOTAL EXPENDITURES:
	($8,463,383)
	($19,904,820)
	

	
	
	
	

	Ending Fund Balance
	$2,604,407
	$5,427,838
	

	
	
	
	

	Reserves & Designations
	
	
	

	* Annexation Incentive Reserve 
	(0)
	(2,000,000)
	Moved from REET 1

	* Lakewood Park Community Center
	
	(850,000)
	Prop. Ord. 2005-0405

	TOTAL RESERVES & DESIGNATIONS:
	($0)
	($2,850,000)
	

	
	
	
	

	ENDING UNDESIGNATED FUND BAL:
	$2,604,407
	$2,577,838
	Supports 2006 proposed Parks CIP.


As shown in the 2005 Estimated column in Table 2, the financial plan transmitted with the 2006 Proposed Budget revises all of these figures. The 2005 beginning fund balance now reflects the actual fund balance of $14.39 million that is being carried over from 2004. This change adds approximately $8.2 million to beginning fund balance due to better than expected real estate excise tax receipts in 2004.  


Additionally, 2005 revenue estimates are higher by $6.0 million and expenditures are revised to $19.9 million to reflect various supplemental appropriations and the estimated carryover of 2004 appropriations for projects not yet completed. The result of all of these modifications is an estimated ending fund balance of $5.4 million. The financial plan also shows total reserves of $2.85 million, including $2.0 million for the Annexation Incentive Reserve and $850,000 for the Lakewood Park community center project. 
In summary, the latest financial plan shows that sufficient fund balance is available and that no projects are proposed to be cut or deferred to fund this request. The availability of those funds is at least in part dependent on REET tax collections remaining high through 2005. 

Total Appropriation Request - $4 million
The net impact of the Lakewood Park Community Center project is $2 million. Note that the Executive’s proposal requests a total increase in budget authority in the amount of $4.0 million. This is due to a double-budgeting requirement. REET revenues must be appropriated in order to be transferred to the Parks and Recreation Fund 3160 where the project expenditure takes place. Additionally, the $2 million in budget authority must be appropriated in Fund 3160 to authorize the expenditure. The table below summarizes the appropriations proposed in the ordinance. 

Table 3: Proposed Appropriation Detail 
	Appropriation
	Expenditure Description
	Amount

	REET 1
	Transfer to Fund 3160
	$1,150,000

	REET 2
	Transfer to Fund 3160
	850,000

	
	
Subtotal: 
	$2,000,000

	
	
	

	Fund 3160: Parks & Rec Fund
	
	

	    *Project 316560
	Lakewood Park Community Center 
Subtotal:
	$2,000,000

	
	TOTAL APPROPRIATION:
	$4,000,000


Key Policy Themes 

In addition to the White Center Enhancement Initiative discussed above, the Lakewood Park Community Center proposal is consistent with several key county policy themes.

1. 
Parks Business Transition Plan
The Lakewood Park Community Center project is an example of the recent transformation of the County parks system operations. Since 2002, the Parks Division has been operating under a strategic plan that has restructured the way the it does business. The impetus for the transformation was the County’s Current Expense (CX) fund “structural gap.” The structural gap is basically the failure of revenue growth for the CX fund to keep pace with increases in the cost of operations.

The Business Transition Plan, adopted by Ordinance 14509, includes a number of statements of fact and findings, including recommendations calling for the county to:

· Limit its future role with respect to active recreation facilities to that of facilitating acquisition and development through convening potential partners and providing capital funding when appropriate rather than assuming ongoing operation and maintenance obligations of old or new facilities. (emphasis added)

· Refocus its parks and recreation mission to provide for 
· regional trails, regional passive parks, regional resource and ecological lands, and regional active recreation facilities and rural parks, as well as local parks in the unincorporated area within the urban growth boundary until those areas are annexed to cities. 
· Transfer or mothball all local facilities within cities and to work to transfer local facilities in potential annexation areas to cities.
· Change the way the parks and recreation division carries out its mission by aggressively implementing a broad variety of new entrepreneurial strategies that will help raise revenues to support park operations.  
It appears that the contribution to TAF for the development of the community center fits with the provision of “convening potential partners and providing capital funding when appropriate rather than assuming ongoing operation and maintenance obligations of old or new facilities.”  Further, the project would enhance recreational and educational opportunities in unincorporated King County without incurring additional costs to the CX Fund.
2. 
Annexation Initiative
Additionally, the county’s Annexation Initiative calls for the accelerated annexation of the 10 largest remaining urban unincorporated areas, or PAAs (Potential Annexation Areas). As discussed above, Lakewood Park is located in the unincorporated community of North Highline. Under state law, park properties do not automatically transfer to a city upon annexation. This agreement with TAF for constructing a community center would enhance the park and make it more attractive to a city considering annexation of the PAA. 
STRIKING AMENDMENT

The proposed ordinance as transmitted improperly combines an appropriation ordinance with the authorization to the Executive to negotiate an agreement with TAF. This constitutes two different subjects in one piece of legislation. To remedy this, a striking amendment has been prepared that makes this solely an appropriations ordinance by removing the references to authorizing the Executive to negotiate agreements. That authorization is legally unnecessary. The striking amendment also adds a proviso that encumbers the appropriation until the Council approves by ordinance a final agreement with TAF.  A title amendment has also been drafted to reflect these changes. 
INVITED

Kevin Brown, Director, Parks Division
Bob Cowan, Director, Office of Management and Budget

Sarah Jepson, Executive Office Fellow, Office of the Executive

Tom Koney, Assistant Director, Parks Division

Andrew Marcuse, Civil Deputy, Prosecuting Attorney’s Office

ATTACHMENTS


1. Striking Amendment to Proposed Ordinance 2005-0405 with Attachments

2. Title Amendment to Proposed Ordinance 2005-0405
3. Proposed Ordinance 2005-0405 with Attachments
4. Transmittal letter, dated September 29, 2005
5. Map of Lakewood Park
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