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COMMITTEE ACTION

	
Proposed Substitute Ordinance 2019-0424.2 to impose a five-year natural resources conservation rates and charges in the King Conservation District and authorize the Executive to enter into an interlocal agreement with the King Conservation District passed out of committee on November 13, 2019, with a “Do Pass” recommendation. The Ordinance was amended in committee with Striking Amendment S1 to modify rates and charges, clarify provisions of the interlocal agreement, and revises the program of work. Substantive changes are described in detail in the effect statement of S1.




SUBJECT

Proposed Ordinance 2019-0424 would impose a five-year natural resources conservation rate and charge in the King Conservation District boundaries and authorize the Executive to enter into an interlocal agreement between King County and the King Conservation District.

SUMMARY

Proposed Ordinance 2019-0424 would impose resource conservation funding in King County through a system of rates and charges for the King Conservation District (KCD) from 2020 through 2024.  The ordinance would establish the rates and charges at a maximum of $10.30 per parcel for 2020 with an annual inflationary increase through the duration of the interlocal agreement. Rates and charges would be established at a maximum of $11.34 per parcel in 2024.  The ordinance would also authorize the Executive to enter into an interlocal agreement (ILA) with the KCD to implement a program of work.

At the Chair's direction, staff drafted Striking Amendment 1, which would modify rates and charges for the duration of the ILA to include all 2019 KCD program areas, yearly inflationary increases, a 1% increase to offset deductions from the rates and charges administration costs, a 1% increase to offset uncollected rates and charges, and funding to institute a new elections process.  Other changes in Striking Amendment 1 include clarifying the resolutions adopted by the Board of Supervisors, language regarding annual reporting requirements and the Advisory Committee's role, and modifying the program of work to include benchmarks and funding resulting from rates and charges changes.

BACKGROUND 

The King Conservation District (KCD) was established in 1949 by the Washington State Conservation Commission (WSCC) and as authorized by Washington State.[footnoteRef:1]  Conservation districts in Washington State work to conserve soil, water and natural resources through assistance, partnerships and education with landowners and local agencies. There are 45 conservation districts in Washington State and nearly 3,000 conservation districts across the country. The KCD is guided by the Washington State Conservation Commission and the Natural Resources Conservation Service. [1:  Chapter 89.08 RCW Conservation Districts] 


The KCD is an independent, non-regulatory agency. The KCD's stated mission "is to promote the sustainable use of natural resources through responsible stewardship." All landowners within KCD's boundaries can utilize the District's services, information, and technical assistance for water quality, habitat and canopy and forestry enhancement, farm management plans, soil retention, native plants, farm equipment loans, stream restoration, and other services.

The agency currently serves 35 jurisdictions, which includes 34 cities and unincorporated King County.[footnoteRef:2] The KCD is led by a five-member Board of Supervisors, who are responsible for all District programs and activities. Three of the Supervisor seats are elected and two of the Supervisor seats are appointed by the WSCC.[footnoteRef:3] The KCD is also guided by an Advisory Committee, comprised of representatives from organizations and agencies served by the KCD.[footnoteRef:4] [2:  The Cities of Enumclaw, Federal Way, Milton, Pacific and Skykomish are excluded from the KCD's service area.]  [3:  The information on the Board of Supervisors, including current membership, can be found at http://kingcd.org/about/board-of-supervisors/]  [4:  As required in the 2015-2019 interlocal agreement, the Advisory Committee is responsible for developing the KCD's annual program of work, rates and charges budget, advising on new programs, developing criteria for new grant programs, and procedures for administering the member jurisdiction grants. 
The Advisory Committee is comprised of the KCD Board Chair, King County Executive representative, King County Council representative, equity and social justice representative, City of Seattle representative, City of Bellevue representative, three Sound Cities elected officials, rural land owner, urban landowner, King County Agricultural Commission representative, King County Rural Forest Commission, and environmental non-governmental organization representative.] 


The King County Council is responsible for fixing rates and charges ("rates") that provide revenues to the KCD and adopting agreements for the use of those revenues. Rates are established based on the KCD's approved program of work and the cost associated to implement the services. Ordinance 17938 established the KCD's 2015-2019 program of work and associated rates through an interlocal agreement between the County and the KCD. The most current interlocal agreement[footnoteRef:5] between King County and the KCD is valid through December 31, 2019.  [5:  Attachment A of Ordinance 17938] 


Beginning in 2018, the KCD and its Advisory Committee began the process to establish a program of work for the 2020-2024 term and associated rates necessary to carry out the program of work. The Advisory Committee met from January 2018 through April 2019 on a monthly basis to develop the KCD's 2020-2024 proposed program of work. On May 10, 2019, the Advisory Committee voted to advance the program of work for review by the Board of Supervisors. The program of work was approved by the Board of Supervisors on May 13, 2019 through Resolution No. 19-002. This proposal continued KCD's 2019 programmatic work with expansion to services and funding in nearly all program areas. 

Between May and July 2019, the Board of Supervisors received comments[footnoteRef:6] from several jurisdictions regarding the proposed program of work and rate structure approved under Resolution No. 19-002. The Board of Supervisors ultimately modified that program of work by reducing the proposed levels of service to those that KCD identified as being provided in 2019, lowering the rates on average by $0.31 per parcel, and shortening the agreement duration to one year. The KCD Board of Supervisors adopted and transmitted to the Council this revised program of work and budget on July 25, 2019 in Resolution No. 19-007 (Attachment 5).  The Executive transmitted Proposed Ordinance 2019-0424, which proposes an interlocal agreement with a different budget based on what the Executive identifies as KCD's 2019 program levels with associated rates and program of work, discussed below. [6:  KCD Resolution No. 19-007, page 2] 


ANALYSIS

Interlocal Agreement

Program of Work
The proposed interlocal agreement (Attachment 1, Exhibit A) provides a framework for the County and KCD to continue to cooperatively undertake and fund natural resource conservation programs, projects, and activities through December 31, 2024.  Under the proposed interlocal agreement, programs, projects and activities would continue at levels of the current program of work for 2019 for the duration of the 2020-2024 term. Information on each program area can be found in Exhibit A of Attachment 1. The program of work includes services in the following program areas:[footnoteRef:7] [7:  In the 2015-2019 interlocal agreement, KCD's program areas were organized in a different manner. During the Advisory Committee's work, these program areas were categorized as shown here and these topics are carried forward in all documents from the KCD Board of Supervisors and the Executive.] 


· Regional Food System
· Agriculture Drainage Assistance
· Riparian Stewardship
· Rural Land Stewardship
· Riparian Restoration/Improvement
· Urban Forest Stewardship
· Small Lot Forest Stewardship
· Member Jurisdiction Grants

These programs and services support the four focus areas for KCD: clean water, forest stewardship, agriculture and local food, and member jurisdiction grants. The interlocal agreement specifies the uses of rates and charges revenues in these areas through inclusion of the KCD Program of Work as Exhibit A to the proposed interlocal agreement. (Section II.A.1 and Exhibit A). The interlocal agreement stipulates that KCD will commit to implementing the Program of Work through the duration of the interlocal agreement.   (Section II.A.1). 

The Executive-proposed program of work within the interlocal agreement is conceptually consistent with the KCD Board of Supervisors (Resolution No. 19-007 and Attachment 5) with both proposals indicating the continuation of the KCD's 2019 level of services. However, there are notable differences in what KCD has identified as their 2019 budget and what the Executive identified as KCD's 2019 budget, as well as differences in how each proposal addresses the 2020 budget.

Table 1. KCD Board of Supervisors and Executive Proposed Budgets
	
	COLUMN 1
	COLUMN 2
	COLUMN 3

	Program Area
	KCD Board of Supervisors Proposal
(Res. 19-007)
	Executive Identified 
2019 Budget
(PO 2019-0424)
	Executive Proposed 2020 Budget
(PO 2019-0424)

	Member Jurisdiction
	$1,435,900
	 $1,436,000 
	$1,458,000

	Regional Food System
	$1,147,300
	 $1,147,000 
	$1,163,000

	Riparian Land Stewardship
	$517,500
	 $517,000 
	$497,000

	Rural Land Stewardship
	$1,891,900
	 $1,892,000 
	$1,825,000

	Riparian Improvement
	$1,709,000
	 $936,000 
	$934,000

	Wildfire Preparedness
	$337,900
	 $263,000 
	$253,000

	Urban Forest Stewardship
	$701,000
	 $726,000 
	$706,000

	Small Lot Forest Stewardship
	$513,300
	 $513,000 
	$503,000

	Agricultural Drainage
	$353,700
	 $386,000 
	$374,000

	Community Agriculture
	$233,900
	 $234,000 
	$224,000

	Total Program Cost
	$8,841,400
	 $8,050,000 
	$7,937,000



Table 1 above shows the KCD Board of Supervisors 2020 budget proposal (KCD proposal) as $8,841,400 (Column 1), which relies on their 2019 budget with additional funding towards the Wildfire Preparedness Program and Agricultural Drainage Program. The Executive's proposal (Column 3) relies on an Executive staff-identified 2019 budget (Column 2), factoring in wage increases and vacancy rates.[footnoteRef:8]  [8:  Executive staff indicate that the KCD's expense budget was adjusted to assume a 2.5% cost of living adjustment on salaries and a 6% vacancy rate savings.] 


In sum, the differences between the KCD Board of Supervisors proposal and the Executive proposal in 2020 is $904,400. Major differences can be attributed to $775,000 less for Riparian Improvement program, $84,900 less for Wildfire Preparedness program, and the remaining attributed to adjustments made for wage increases and vacancy rates. The Executive states that budget for "the Riparian Improvement Program was mistakenly understated in an attempt to tie back to KCD's Adopted Budget," which led to the $775,000 discrepancy.

The Executive's proposed 2020-2024 budget in each of the KCD's program service area is included in Table 2. 

Table 2. KCD Executive-Proposed Budget Through 2024 by Program
	
	2019
	2020
	2021
	2022
	2023
	2024

	Regional Food Systems
	$1,147,000
	$1,163,000
	$1,189,000
	$1,216,000
	$1,243,000
	$1,271,000

	Agricultural Drainage Assistance
	$386,000
	$374,000
	$382,000
	$391,000
	$400,000
	$409,000

	Community Agriculture
	$234,000
	$224,000
	$229,000
	$234,000
	$239,000
	$244,000

	Riparian Stewardship
	$517,000
	$497,000
	$508,000
	$519,000
	$531,000
	$543,000

	Rural Land Stewardship
	$1,892,000
	$1,825,000
	$1,866,000
	$1,908,000
	$1,951,000
	$1,995,000

	Riparian Restoration / Improvement
	$936,000
	$934,000
	$955,000
	$976,000
	$998,000
	$1,020,000

	Wildfire Preparedness
	$263,000
	$253,000
	$259,000
	$265,000
	$271,000
	$277,000

	Urban Forest Stewardship
	$726,000
	$706,000
	$722,000
	$738,000
	$755,000
	$772,000

	Small Lot Forest Stewardship
	$513,000
	$503,000
	$514,000
	$526,000
	$538,000
	$550,000

	Member Jurisdiction
	$1,436,000
	$1,458,000
	$1,491,000
	$1,524,000
	$1,558,000
	$1,593,000

	Total
	$8,050,000
	$7,937,000
	$8,115,000
	$8,297,000
	$8,484,000
	$8,674,000




Member Jurisdiction Grants
The member jurisdiction grant program would continue throughout the five years of the agreement consistent with the funding levels in the 2019 budget, and would continue on a pro rata basis.  The grant program would continue to utilize a streamlined grant application and award process.  If a jurisdiction’s grant funds are not spent within three years from when they were awarded, the District would be able to utilize the funds for other programs after providing advance notice to the jurisdiction.  (Section II.A.3)

Advisory Committee
The interlocal agreement would require that the KCD continue to work cooperatively with the Advisory Committee. The Advisory Committee would receive annual updates on the KCD's program of work, provide input and recommendations on program delivery, and provide guidance on presenting financial information in the annual reports to council. (Section II.A.4)



Annual Reports
The interlocal agreement would require the KCD to submit annual reports detailing work completed in the prior year as well as financial information by no later than September 1 of each year. The annual report would also include progress achieved towards work plan goals and any barriers towards achieving those goals. (Section II.A.5)

Elections
The interlocal agreement would require the KCD, with input from the Advisory Committee, to continue to work with the County and the Washington State Conservation Commission and the Washington Association of Conservation Districts to address an electoral process for the District Board of Supervisors that is more reflective of voter participation in other County general elections.  (Section II.A.6)

Rates and Charges System
Although the interlocal agreement establishes rates for a five-year period, the County would retain the ability to modify or repeal the rates in future years if the County determines that the public interest, health, safety, or welfare is not being served by the work program activities funded by the rates. This determination may include a finding that the activities do not provide an adequate amount of burden offsets, or direct or indirect benefits sufficient to warrant the continuation of the rate system.  (Section II.B.2)

County Coordination
The Director of the Department of Natural Resources and Parks (DNRP) or their designee would continue to be the ongoing point of contact for communications with the District.  The interlocal agreement also identifies that the District and the County would work together to establish a process that will provide for communications and discussions between the KCD Board and the Council.   (Section II.B.4)

Proposed Rate Structure

Rate Model Development
According to KCD Resolution 19-008 (Attachment 6), the Board of Supervisors took into consideration services furnished or available to a landowner by the District, benefits received or available to a property from the District, land use categories, nonprofit public benefit status, and income levels of landowners. It was determined that there are sufficient differences in services and/or benefits received or available from the KCD to warrant different rates for seven classes of property based on present use.[footnoteRef:9] The Executive's proposal maintains the proposed seven classes of property identified in the Board of Supervisor's proposal. [9:  Classifications used by the KCD are based on the Assessor’s property classifications.] 


In developing the proposed rate structure, KCD retained FCS Group, an independent financial consulting firm, to complete a rate study. The rate study utilizes the proposed budget and establishes rates for parcels within each of the property use classifications by determining benefits and services of each of the KCD's program areas and allocating the direct and indirect costs of those services to each property use classification. The Executive's proposal utilizes a rate model based on a FCS rate study to establish the rates below.

Executive Proposed Rate
Proposed Ordinance 2019-0424 would impose KCD rates per parcel based on property use classifications through December 31, 2024. The 2020-2024 rates are based on the Executive's proposed budget, adjusted for benefits and services received by the different property use classifications and subject to a yearly inflationary adjustment. For 2020, all proposed rates increase by between 3% to 27% from 2019, followed by 2.24% in 2021, 2.41% in 2022, 2.43% in 2023, and 2.61% in 2024 (Table 3). The proposed rates are estimated to generate $6.67 million beginning in 2020 for the KCD and increase to $7.43 million in 2024. After administrative fees and uncollected rates and charges,[footnoteRef:10] this amount is anticipated to cover 82% of the Executive-identified 2020 budget with the remaining funding coming from grants and contracted services and reserve balances.  [10:  1% of the rates and charges total is retained by the Assessor to cover administrative fees and 1% is related to uncollected rates and charges] 


Table 3. Executive Proposed Rate Increases and Revenues Generated
	 
	2015-19
	2020
	2021
	2022
	2023
	2024

	Executive Proposed Budget
	$8,050,000
	$7,937,000
	$8,115,000
	$8,297,000
	$8,484,000
	$8,674,000

	Rates and Charges - Gross
	$6,072,000
	$6,672,000
	$6,820,000
	$6,985,000
	$7,156,000
	$7,432,000

	Rates and Charges Increase from Prior Year
	--
	3-27%
	2.24%
	2.41%
	2.43%
	2.61%



Proposed Ordinance 2019-0424 would increase rates from the 2015-2019 rates in all categories, except for forested lands, by between $0.30 to $2.27 per parcel in 2020. Figure 1 identifies the proposed rates compared to the existing 2015-2019 rates.

Figure 1. KCD Proposed Rates and Charges 2020-2024

Forested lands and properties owned by federally-recognized Native American tribes or members of such tribes that are located within the historical boundaries of a reservation would continue to be exempt from KCD rates.

KCD Proposal Comparison
The Executive’s proposed rates are on average 23% lower[footnoteRef:11] than the KCD's proposed rates in Resolution No. 19-008 (Attachment 6) and would result in a difference of $2.04 million in 2020. This can be attributed to three factors: differences between the KCD and Executive's proposed 2020 program (discussed above), a greater reliance on alternative funding sources in the Executive's proposal, and inclusion of administartive fees and uncollected rates and charges amounting to 2% (see Table 4 below). In addition, the Executive's proposal is a five-year rate and includes annual increases, whereas KCD's proposal is a one-year term.  [11:  The average KCD proposed rate is $13.01 and the average Executive proposed rate is $9.96.] 


Table 4. KCD Proposal and Executive Proposal Comparison
	 
	KCD Proposal
	Executive Proposal

	2020 Budget 
	$8,841,400
	$7,937,000

	2020 Rates and Charges – Gross
	$8,712,933
	$6,672,000

	2020 Rates and Charges – Net
	$8,542,110
	$6,538,560

	2020 Grants and Other Sources
	$300,000
	$938,000

	2020 Program Sales and Interest
	$0
	$327,000

	Duration
	One-year rate proposal (2020)
	Five-year rate proposal (2020-2024)

	Inflationary Increases Between 2021-2024
	None – one-year term only
	Annual increase between 2.24 and 2.61% 



Adoption and Appeals
If the proposed rates are adopted, the ordinance includes an appeals process for landowners. The KCD Board adopted Resolution No. 19-009 (Attachment 7), which established a process for providing landowner appeals of individual rates and charges applicable to a parcel or parcels.[footnoteRef:12]  A landowner subject to rates and charges may file an appeal with the District no later than 21 days after the due date of the first payment of annual property taxes.  The decision by the District’s Board of Supervisors is due within 14 days after the appeal hearing regarding and may be appealed to King County Superior Court. [12:  Consistent with RCW 89.08.405(5)] 


In order to be reflected in the 2020 property tax bills, the interlocal agreement would need to be signed and filed with the Council Clerk by December 31, 2019.  Meeting this deadline would be required by the ordinance, if adopted.  




AMENDMENT

Striking Amendment 1 modifies rates and charges for the duration of the interlocal agreement, clarify provisions of the interlocal agreement, and revises the program of work (Exhibit A of the interlocal agreement).

Program of Work. Striking Amendment 1 would modify the KCD's program of work to include a list of benchmarks to be accomplished annually in each program area, provide the breakdown of specific program's 2019 budget, and require the KCD to spend allocated program funding proportionate to the 2019 budget. 

Riparian Improvement/Restoration. Striking Amendment 1 would modify the KCD's program of work to fund the Riparian Restoration/Improvement program budget at $1.6m for 2020, with inflationary increases through 2024, and raise rates and charges in the proposed ordinance to recover the difference.

Board of Supervisors Elections. Striking Amendment 1 would include elections as a new work area within the KCD's program of work. As proposed, Board of Supervisor elections would be coordinated with King County Elections and Democracy Live to include electronic balloting and paper ballots accepted at Election drop boxes. King County Elections would receive, verify and tabulate ballots and post results. The budget for this item is $275,000, of which $225,000 would come from new rates and charges and $50,000 from existing elections funding.

Rates and Charges. Striking Amendment 1 would increase rates and charges by 19.98% for all property use classifications for the year 2020 and maintains yearly inflationary increases identified in the underlying proposed ordinance for 2021 through 2024. The increases includes 11.5% to fund the Riparian Improvement/Restoration program ($745,000), 3% increase over the base revenue to account for increasing costs from the last ILA ($194,000),  1% associated with administrative fees retained by the county ($65,000), 1% to account for under collected and uncollected rates and charges ($65,000), and 3.48% for the cost of the Board of Supervisors elections ($225,000). 

KCD Budget. Striking Amendment 1 establishes the total KCD budget at $8.88m for 2020, $9.08m in 2021, $9.29m in 2022, $9.50m in 2023, and $9.71m in 2024 (Exhibit A of Attachment A). Striking Amendment 1 maintains funding amounts received from Program Sales & Interest and Grants & Other Sources in Proposed Ordinance 2019-0424 and increases the funding amounts from Rates and Charges received by the District. Striking Amendment 1 also revises the rates and charges in the budget to reflect the net amount received by the District, excluding 1% for administrative fees and 1% from under collection.









Table 5. Executive Proposal and Striking Amendment S1 Comparison
	 
	Executive Proposal
	Striking Amendment S1

	2020 Budget
	$7,937,000
	$8,881,000

	2020 Rates and Charges – Gross
	$6,672,000
	$7,772,000

	2020 Rates and Charges – Net
	$6,538,560
	$7,616,000

	2020 Grants and Other Sources
	$938,000
	$938,000

	2020 Program Sales and Interest
	$327,000
	$327,000

	Duration
	Five-year rate proposal (2020-2024)
	Five-year rate proposal (2020-2024)

	Inflationary Increases Between 2021-2024
	Annual increase between 2.24 and 2.61% 
	Annual increase between 2.24 and 2.61% 



Interlocal Agreement. Details the resolution documents adopted by the KCD Board of Supervisors, identifies the intent of the interlocal agreement to fund activities at the funding and program levels of the 2019 Program of Work, clarifies the member jurisdiction grant program, description of the annual reports and the Advisory Committee's role in preparing the documents, and makes clarifying edits.
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