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SECTION |: INTRODUCTION

RCW 89.08.405 provides the legal authority for conservation districts to fix rates and charges to
recover district costs. Section §9.08.405(3)(a) states:

“The system of rates and charges may include an annual per acre amount, an annual per
parcel amount, or an annual per parcel amount plus an annual per acre amount. If included in
the system of rates and charges, the maximum annual per acre rate or charge shall not exceed
ten cents per acre. The maximum annual per parcel rate shall not exceed five dollars, except
that for counties with a population of over one million five hundred thousand persons (i.e.,
King County) the maximum annual per parcel rate shall not exceed ten dollars.”

A rate is a charge intended to recover the cost of public programs based on services received or
negative impacts customers impose. In a “rate construct” the services received and the impacts
charged for may be indirect. Further, the rate may show consideration for “services furnished, to be
furnished, or available to the landowner” or “benefits received, to be received, or available to the
property” in addition to other factors.

The following section provides a summary of King Conservation District’s 2015 rate analysis. The
goal of the update is to ensure that the rate structure and supporting rate equitably recover program
costs within the constraints defined by RCW 89.08. An additional scenario has been developed to
allow consideration of waterfront parcels as a separate rate class. This analysis is summarized at the
end of section II.

“»FCS GROUP



King Conservation District Rate Study Report

SECTION |I: RATE ANALYSIS

The King Conservation District (KCD) rate structure features distinct rates by land use, based on the
services/benefits received from District programs. The cost of each District program, or Natural
Resource Priority, is subject to a two-step allocation process to establish unit costs — the building
blocks of rate development. Each priority cost is first allocated between direct and indirect
service/benefit provided. Cost recovery is then allocated among customer classes based on the
comparative amount of service/benefit enjoyed by each customer class from the resource priority.
The technical analysis in its entirety is provided in Appendix A.

A. GENERAL APPROACH

In order to facilitate application of the rate approach for 2015, KCD staff split programs/services into
six Natural Resource Priorities (NRPs): Farm and Agriculture Lands, Forestry, Upland Habitat,
Aquatic Habitat, Water Quality and Quantity, and Economic Support to Working Lands. Each NRP
included eight programs: Local Food System; Rural Farm Planning Services; Urban Farm Planning
Services; Forestry Services (Urban/Rural); Shoreline and Riparian Services (Urban/Rural);
Jurisdiction-Focused Fund; Communications, Outreach, Advisory Committee; and Landowner
Incentive Program. The Natural Resource Priorities and the services/benefits they provide are further
defined below:

Farm & Agriculture Lands | Help farmers steward and protect Farm & Ag lands for current and
future use. Nexus with soil stabilization and health, water quality and
quantity, critical areas stewardship, and flood control.

Forestry Help forest landowners enhance ecosystem functions and values of
forest cover. Forest nexus with water and air quality, flood control,
and soil stabilization.

Upland Habitat Help landowners enhance ecosystem functions and values of upland
habitat. Upland habitat nexus with biodiversity, air and water quality,
flood control, soil stabilization, and recreation.

Aquatic Habitat Help landowners protect and enhance marine and freshwater aquatic
resources. Nexus with shorelines, shellfish, food web and water
quality. Significant indirect benefit to all rate payers.

Water Quality and Quantity | Help landowners/manage protect and enhance water quality and
quantity. (Stormwater, flooding, nutrient and bacteria, temperature,
dissolved oxygen...). Significant indirect benefit to all rate payers.

Economic Support to Support and strengthen development of economic markets for local
Working Lands agricultural and wood, and special forest products production. Such as
Farmers Markets, Puget Sound Grown/Puget Sound Fresh, Farmlink,
Salmon Safe.
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Using the collective expertise and judgment of KCD staff and the consultant, each program/service
cost was allocated between direct and indirect benefits provided. These decisions were reached after
much discussion and based on the specific benefits each program/service provides. Most services
provided by the District are of indirect benefit. Service costs assigned to direct benefit represent
unique services that specifically target a subset of the customer base.

The direct and indirect benefit costs of each program/service were then allocated to each land use
category. Each customer class was evaluated for the level of service/benefit received: no benefit,
partial benefit compared to other classes, or full proportional benefit received.

The chart below shows how these steps were followed for each Natural Resource Priority.

Exhibit 1

Natural Resource Priority

Type of service
provided

Who receives service Who receives service
share (full, partial, or none)? share (full, partial, or none)?

Land Use Categor
. Residential

. Commercial
. Agricultural
. Institutional/Public

Land Use Category
. Residential
. Commercial
. Agricultural
. Institutional/Public

. Open Space
. Vacant/

Undeveloped
. Forestry

. Open Space
. Vacant/

Undeveloped
. Forestry

The allocations for each program/service between direct and indirect benefits were informed by the
Earth Economics Report Special Benefit from Ecosystem Services: Economic Assessment of the King
Conservation District' which states that “approximately 1% of the total value provided by
ecosystems is excludable benefit to the landowner.” The report also explains that “over 98% of the
total economic value provided by healthy ecosystems is in the form of non-excludable services or
special benefits that landowners share with others.”

Consistent with this analysis, the majority of programs/services and their associated costs were
allocated as 1% direct and 99% indirect. In contrast, all programs/services within Economic Support
to Working Lands as well as Rural Farm Planning Services and Urban Farm Planning Services within
Farm and Agriculture Lands were allocated as 25% direct and 75% indirect. These specific
programs/services were deemed to be directed more specifically at those receiving the

1 Pittman, J. & Batker, D. (2006). Special Benefit from Ecosystem Services: Economic Assessment of the King
Conservation District. Tacoma, WA: Earth Economics. Retrieved July 11, 2012 from
http://www.eartheconomics.org/FileLibrary/file/Reports/KCD_Special_Benefit_Analysis.pdf
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service/benefit, but still greatly of benefit to others indirectly. A number of other programs/services
that were deemed to have some increased direct benefit to the property owner were allocated 5%
direct and 95% indirect, including all Landowner Incentive Programs (other than in Economic
Support to Working Lands), Forestry Services (Urban/Rural) in both Forestry and Upland Habitat,
and Shoreline and Riparian Services (Urban/Rural) in Aquatic Habitat.

B. BUDGET

The 2015 KCD budget, totaling $6,151,042, was split and allocated as shown in the following table.
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Exhibit 2

2015 Budget Total Cost Allocation Basis

Farm and Agriculture Lands
Local Food System S 274,125 | 1% Direct/ 99% Indirect
Rural Farm Planning Services 254,035 | 25% Direct / 75% Indirect
Urban Farm Planning Services 67,130 | 25% Direct / 75% Indirect
Forestry Services (Urban/Rural) - | 1% Direct/ 99% Indirect
Shoreline and Riparian Services {(Urban/Rural) 127,859 | 1% Direct / 99% Indirect
Jurisdiction-Focused Fund 281,342 | 1% Direct / 99% Indirect
Communications, Qutreach, Advisory Committee 81,000 | 1% Direct / 99% Indirect
Landowner Incentive Program 209,296 | 5% Direct / 95% Indirect
Subtotal $ 1,294,786

Forestry
Local Food System S 1% Direct / 99% Indirect
Rural Farm Planning Services 1% Direct / 99% Indirect
Urban Farm Planning Services - | 1% Direct / 99% Indirect
Forestry Services (Urban/Rural) 159,827 | 5% Direct / 95% Indirect
Shoreline and Riparian Services (Urban/Rural) - | 1% Direct / 99% Indirect
Jurisdiction-Focused Fund 11,669 | 1% Direct / 99% Indirect
Communications, Outreach, Advisory Committee 60,750 | 1% Direct / 99% Indirect
Landowner Incentive Program 209,296 | 5% Direct / 95% Indirect
Subtotal $ 441,501

Upland Habitat
Local Food System S - | 1% Direct / 99% Indirect
Rural Farm Planning Services 36,291 | 1% Direct / 99% Indirect
Urban Farm Planning Services 9,590 | 1% Direct / 99% Indirect
Forestry Services {Urban/Rural) 159,827 | 5% Direct / 95% Indirect
Shoreline and Riparian Services (Urban/Rural) - | 1% Direct / 99% Indirect
Jurisdiction-Focused Fund 302,086 | 1% Direct / 99% Indirect
Communications, Outreach, Advisory Committee 20,250 | 1% Direct / 99% Indirect
Landowner Incentive Program 58,603 | 5% Direct/ 95% Indirect
Subtotal $ 586,647

Aquatic Habitat (Fresh and Marine)
Local Food System $ 54,825 | 1% Direct/99% Indirect
Rural Farm Planning Services 145,163 | 1% Direct / 99% Indirect
Urban Farm Planning Services 19,180 | 1% Direct/ 99% Indirect
Forestry Services (Urban/Rural) - | 1% Direct / 99% Indirect
Shoreline and Riparian Services (Urban/Rural) 575,364 | 5% Direct / 95% Indirect
Jurisdiction-Focused Fund 400,621 | 1% Direct / 99% Indirect
Communications, Outreach, Advisory Committee 81,000 | 1% Direct / 99% Indirect
Landowner Incentive Program 150,693 | 5% Direct / 95% Indirect
Subtotal $ 1,426,845

Water Quality and Quantity (Stormwater, Flooding, etc.)
Local Food System S 54,825 | 1% Direct / 99% Indirect
Rural Farm Planning Services 217,744 | 1% Direct / 99% Indirect
Urban Farm Planning Services 76,720 | 1% Direct / 99% Indirect
Forestry Services {(Urban/Rural) - | 1% Direct / 99% Indirect
Shoreline and Riparian Services {Urban/Rural) 575,364 | 1% Direct / 99% Indirect
Jurisdiction-Focused Fund 285,232 | 1% Direct / 99% Indirect
Communications, Qutreach, Advisory Committee 40,500 | 1% Direct / 99% Indirect
Landowner incentive Program 209,296 | 5% Direct / 95% Indirect
Subtotal $ 1,459,680

Economic Support to Working Lands
Local Food System $ 712,725 | 25% Direct / 75% Indirect
Rural Farm Planning Services 72,581 | 25% Direct / 75% Indirect
Urban Farm Planning Services 19,180 | 25% Direct / 75% Indirect
Forestry Services (Urban/Rural) - | 25% Direct / 75% Indirect
Shoreline and Riparian Services (Urban/Rural) - | 25% Direct / 75% Indirect
Jurisdiction-Focused Fund 15,558 | 25% Direct / 75% Indirect
Communications, Outreach, Advisory Committee 121,500 | 25% Direct / 75% Indirect
Landowner Incentive Program - | 25% Direct / 75% Indirect
Subtotal $ 941,544
TOTAL $ 6,151,042
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C. CUSTOMER BASE

The King County parcel file has been used to determine the number of chargeable parcels available
to KCD. When charging a rate, it is reccommended to charge all those who receive service/benefit.
The only exceptions include timber and forest land, which are effectively precluded from per parcel
rates under current statute language and have not been calculated otherwise in this rate study. Other
exemptions are for split parcels (that would effectively be charged twice), certain parcel types that
are reference only, and cities that have not opted in to KCD, including Enumclaw, Federal Way,
Milton, Pacific and Skykomish.

The parcel data provided by King County identifies dozens of current land uses. Customer types were
grouped into seven land use categories: Residential, Commercial, Agricultural, Institutional/Public,
Vacant/Undeveloped, Open Space and Forestry. These land use categories were based on the present
use of each parcel, available in the King County Parcel data file. As described above, these land use
categories were evaluated based on direct and indirect benefits received and were allocated costs
assuming no benefit, partial benefit compared to other classes, or full proportional benefit compared
to other classes.

D. RATE CALCULATION

As described above, each line item in the budget was allocated based on the direct or indirect
service/benefit provided, and then allocated among customer classes based on the comparative
amount of service/benefit received. Resulting per parcel rates range from $7.8201 for
Vacant/Undeveloped parcels to $10.1582 for Agricultural parcels. All calculated rates can be seen in
the following table.

Exhibit 3

Calculated Rates and Revenue Reconciliation

Land Use Category Ealculated No. of Parcels TOTAL Revenue
Rates Per Parcel

Residential S 9.6004 580,469 S 5,572,715
Commercial S 9.3781 19,187 S 179,937
Agricultural S 10.1582 121 S 1,229
Institutional / Public S 9.4012 2,799 S 26,314
Vacant / Undeveloped | $ 7.8201 44,705 S 349,598
Open Space S 9.0691 2,343 S 21,249
Forested S - - S -
TOTAL [Pl 1 e ] 649,624 | S 6,151,042

E. RATE ADJUSTMENT

The rates shown above would cover all budgeted costs, but would exceed the ten dollar per parcel
limit prescribed in RCW 89.08.405. To conform to this cap, the highest rate was decreased to ten
dollars and the others decreased proportionately. When the rates were decreased, the lowest per
parcel rate was $7.6983 for Vacant/Undeveloped parcels. All reduced rates can be seen in the
following table.

% FCS GROUP



King Conservation District Rate Study Report

Exhibit 4
Rates to be Charged and Revenue Calculation (BASED ON MAXIMUM RATE)

Maximum Allowable Per Parcel
Rates S 10.0000
Land Use Category Calculated No. of Parcels TOTAL Revenue
Rates Per Parcel
Residential S 9.4509 580,469 S 5,485,942
Commercial S 9.2320 19,187 S 177,135
Agricultural S 10.0000 121 S 1,210
Institutional / Public S 9.2548 2,799 S 25,904
Vacant/ Undeveloped | § 7.6983 44,705 S 344,154
Open Space S 8.9279 2,343 S 20,918
Forested S - 5 $ .
TOTAL s - 649,624 | |$ 6,055,263

F. REVENUE FORECAST

Due to the rate cap, costs will have to be cut to match the maximum forecasted revenue. The
estimated revenue loss can be seen in the following table.

Exhibit 5
Estimated Revenue Loss
Land Use Category Galculated No. of Parcels TOTAL Revenue
Rates Per Parcel

Residential S (0.1495) 580,469 S (86,773)
Commercial S (0.1460) 19,187 S (2,802)
Agricultural S *(0.1582) 121 S (19)
Institutional / Public S (0.1464) 2,799 S (410)
Vacant / Undeveloped | $ (0.1218) 44,705 S (5,444)
Open Space S (0.1412) 2,343 S (331)
Forested S - - $ _
TOTAL | . | 649624 | [$ (95779

G. WATERFRONT SCENARIO

An additional scenario was run in which separate rate classes were created for waterfront properties
based on the assumption that waterfront property may disproportionately benefit from certain District
services.

The allocations between direct and indirect service/benefit were unchanged for all programs except
for the Landowner Incentive Programs in both the Aquatic Habitat and Water Quality and Quantity
NRPs, as well as Shoreline and Riparian Services (Urban/Rural) in the Aquatic Habitat NRP. These
three services were reallocated as 1% direct and 99% indirect in order to avoid over charging parcels
segregated for direct service received (i.e., waterfront parcels) -- previously included with all other
property. The technical analysis with waterfront distinctions is provided in Appendix B.
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Distinctions added steps to the allocation among customer classes for both the Aquatic Habitat and
Water Quality and Quantity NRPs. Program costs that were split between direct and indirect
service/benefit were further allocated among customer classes for both waterfront and not waterfront
designations based on the comparative amount of service/benefit received by each customer class.

The rate calculation for this scenario is summarized in Exhibit 6. Application of the $10.00 rate cap
resulted in the reduced rates shown in Exhibit 7. Exhibit 8 shows the amount of revenue that would
be lost in this scenario.

Exhibit 6

Calculated Rates and Revenue Reconciliation

Calculated Rates Per Parcel No. of Parcels Revenue Reconciliation
Land Use Category
Not Waterfront | Waterfront Not Waterfront | Waterfront Not Waterfront | Waterfront TOTAL
Residential S 9.5960 | $ 9.6396 569,961 10,508 $ 5,469,327 | $ 101,293 | $ 5,570,621
Commercial S 93737 | § 9.4173 18,658 529 S 174,894 | $ 4982 | S 179,876
Agricultural S 10.1538 | $ 10.1974 112 9 S 1,137 | S 9215$ 1,229
Institutional / Public S 9.3968 | $ 9.4404 2,745 54 S 25,794 | § 510 | $ 26,304
Vacant / Undeveloped | $ 7.8685 | S 7.8685 41,461 3,244 S 326,237 | $ 25,526 | S 351,763
Open Space S 9.0647 | $ 9.1084 2,090 253 S 18,945 | S 2,304 | S 21,250
Forested $ - $ - - - 3 -1s -3 -
TOTAL Eas s wy 635,027 14507 | (S 6016335|$ 134707 [$ 6,151,002
Exhibit 7
Rates to be Charged and Revenue Calculation (BASED ON MAXIMUM RATE)
Maximum Allowable Per Parcel
Rates $ 10.0000
Calculated Rates Per Parcel No. of Parcels Revenue Reconciliation
Land Use Category
Not Waterfront | Waterfront Not Waterfront | Waterfront Not Waterfront | Waterfront TOTAL
Residential S 9.4102 | $§ 9.4530 569,961 10,508 S 5,363,429 | § 99,332 | $ 5,462,761
Commercial S 9.1922 | § 9.2350 18,658 529 S 171,508 | $ 4,885 | S 176,393
Agricultural S 99572 | $ 10.0000 112 9 S 1,115 | $ 90|s 1,205
Institutional / Public S 9,2148 | § 9.2576 2,745 54 S 25,295 | § 500 | S 25,795
Vacant / Undeveloped | $ 77162 | $ 7.7162 41,461 3,244 S 319,921 | S 25,031 $ 344,952
Open Space S 8.8892 | § 8.9320 2,090 253 S 18,578 | $ 2,260 | $ 20,838
Forested S - S - - - S -1s -15 -
TOTAL 635,027 14,597 $ 5,899,845 | $ 132,008 | $ 6,031,944
Exhibit 8
Estimated Revenue Loss
Calculated Rates Per Parcel No. of Parcels Revenue Reconciliation
Land Use Category
Not Waterfront | Waterfront Not Waterfront | Waterfront Not Waterfront | Waterfront TOTAL
Residential S (0.1858)| $ (0.1866) 569,961 10,508 S (105,899)| $ (1,961)| $ (107,860)
Commercial S (0.1815)| $ (0.1823) 18,658 529 S (3,386)| S (96)| $ (3,483)
Agricultural S (0.1966)| $ (0.1974) 112 9 S (22) $ (2}| $ (24)
Institutional / Public S (0.1819)| $ (0.1828) 2,745 54 S (499)| $ (10)| S (509)
Vacant / Undeveloped | $ (0.1524)| $ (0.1524) 41,461 3,244 S (6,317)| $ (494)| S (6,811)
Open Space S (0.1755)| $ (0.1764) 2,090 253 S (367)| $ (45)| $ (411)
Forested S - S - - - $ -5 -1$ -
TOTAL e i ]| 635,027 18597 | |$__ (116,490 $ (2,608)] $  (119,098)

As the analysis for the waterfront scenario shows, implementation of the waterfront distinctions
would increase lost revenue by about $23,000. In addition to this lost amount of revenue, it would
also be necessary for the King County Assessor’s office to add seven subcategories of rates to be
billed. Although it is unknown how complicated this would be, King County IT -- DNRP has
indicated they may not be able to accommodate any changes to the program that calculates existing

+»FCS GROUP °



King Conservation District Rate Study Report

KCD rates. With the largest difference in rates between waterfront and not waterfront properties
being only $0.0428 per year, it is possible that the administrative effort would outweigh any

perceived benefit.
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King Conservation District Rate Study Report

APPENDIX B: TECHNICAL ANALYSIS WITH

W ATERFRONT SEPARATED

«»FCS GROUP
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APPENDIX C: BOARD PRESENTATION PACKET
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