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Section|. [INTRODUCTION

Revised Code of Washington (RCW) 89.08.405 authorizes conservation districts to impose rates and
charges as an alternative to the previous and continuing assessment approach. 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. In 2015, RCW 89.08.405 (3)(a) was revised and now 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 four
hundred eighty thousand persons, the maximum annual per parcel rate shall not exceed ten dollars, and
for counties with a population of over one million five hundred thousand persons, the maximum annual
per parcel rate shall not exceed fifteen dollars.”

The United States Census website estimates the King County population as 2,271,380 persons as of
2023, well above the one million five hundred thousand person tier. In consideration of the 2015
revision stated above, King Conservation District, operating in King County, must abide by the
fifteen dollar per parcel cap.

The timber and forest land provision states that forest lands used solely for the planting, growing, or
harvesting of trees may be subject to rates/special assessments if such lands are served by the
activities of the conservation districts. However, the per acre rate/assessment shall not exceed one-
tenth of the weighted average per acre rate or charge/assessment on all other lands, and in lieu of a
per parcel charge, a charge of up to three dollars per forest landowner may be imposed on each
owner whose forest lands are subject to a per acre rate/assessment.

To approve the rates and charges, RCW 89.08.405 references RCW 89.08.400, which states that
“(t)he supervisors of a conservation district shall hold a public hearing on a proposed system of
assessments...shall gather information and shall alter the proposed system of assessments when
appropriate.”

The following section summarizes the rate analysis that has been developed for King Conservation
District. The goal of the analysis is to develop a rate structure and supporting rate that equitably
recovers natural resource program costs within the constraints defined by RCW 89.08.405.

One important result of the general approach is the recommendation that all costs be recovered in a
per parcel, rather than per acre, rate. This determination recognizes that the direct and indirect
benefits/services provided by the District are enjoyed by parcel owners with little or no relationship
to the size of the parcel.
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Section Il. RATE ANALYSIS

FCS GROUP and King Conservation District (KCD) staff have worked together to create a rate
structure and supporting analysis that features distinct rates by land use, based on the benefits and
services received from each District program. Each District service and associated cost is subject to
an allocation process to establish unit costs — the building blocks of rate development. Each service
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 service. The technical analysis in its entirety is provided in Appendix

>

GENERAL APPROACH

In order to facilitate application of the rate approach KCD staff split services into six major headings:
Farm Assistance and Working Lands Sustainability, Forest Health, Riparian Improvement, Member
Jurisdiction Grants and Services, Administration, and C.O.R.E. Support. All of these programs
include multiple services that aid in the development of the District’s natural resources priorities.
These programs and the benefits they provide are further defined below:

Figure 1. King CD Program of Work

Farm Assistance and Working Lands Sustainability

Help farmers steward and protect Farm & Ag lands for current and future use and manage protect and enhance water quality and quantity.
Farm Assistance and Working Lands Sustainability includes technical assistance, cost share, and direct assistance to implement rural land
stewardship, agricultural drainage, local food system, and community agriculture projects. KCD also engages with land managers to move
them from awareness to action with outreach and education in urban, suburban, and rural spaces. Nexus with soil stabilization and health,
water quality and quantity, critical areas stewardship, and flood control. Significant direct and indirect benefits.

Forest Health

Help forest landowners enhance ecosystem functions and values of forest cover. KCD provides technical assistance, cost share, and direct
assistance to implement forest health projects throughout King County. KCD also engages with land managers to move them from
awareness to action with outreach and education in urban, suburban, and rural spaces. Forest nexus with water and air quality, flood control,
and soil stabilization. Significant direct and indirect benefits.

Riparian Improvement

Help landowners enhance ecosystem functions and values of upland habitat, protect, and enhance marine and freshwater aquatic resources.
KCD provides technical assistance, cost share, and direct assistance to implement riparian improvement projects throughout King County.
Nexus with biodiversity, air and water quality, flood control, soil stabilization, recreation, shorelines, shellfish, food web and water quality.
Significant direct and indirect benefit.

Member Jurisdiction Grants and Services

KCD partners with cities and other jurisdictions to increase conservation impact. KCD will continue to award noncompetitive grants to local
governments, nonprofit organizations, tribes, and other agencies to improve natural resources and increase regional conservation. These
monies support high-impact projects in both urban and rural areas and are often matched with funding from state, federal, and other sources.
KCD will also offer alternatives for member jurisdictions to use their allocations including services in lieu of grant funds, or direct technical

w
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Member Jurisdiction Grants and Services

assistance to organizations and residents of those jurisdictions. Member Jurisdictions also have the option of pooling their resources for
projects. Significant indirect benefit to all rate payers.

Administration

KCD will set aside not more than 19% of collected funds to continue effective administration including the Board of Supervisors elections.
Significant indirect benefit to all rate payers.

C.0.R.E Support

KCD’s C.0.R.E Support (communication, outreach, resources, and education) encourages King County residents to take voluntary actions to
conserve and improve natural resources. C.O.R.E efforts are varied but include site tours of land managers' property who have implemented
KCD projects, education classes-both online and in person, as well as engaging youth in one of the largest S.T.E.M. events annually,
Envirothon. Significant indirect benefits to all rate payers.

Using the collective expertise and judgment of KCD staff and the consultant team, each program cost
was allocated first to their applicable natural resource priority and then further between direct and
indirect benefits provided. These decisions were based on the specific benefits each service provides.
Most services provided by the District are of indirect benefit as the entire county’s population
benefits when there is clean water, healthy soils, clean air, rich biodiversity, a strong agricultural
economy and improved food access for all. 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 service are then allocated to each land use category. Each customer class is evaluated for the
level of benefit/service 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 service.

N
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Figure 2. Allocation Process

Service Cost

How is cost
allocated?

Direct Indirect

How is cost recovered? How is cost recovered?

Per Parcel Charge Basis Per Parcel Charge Basis

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

v v

Land Use Category
1. Residential 5. Open Space

2. Commercial 6. Vacant/Undeveloped

3. Agriculture 7. Forestry
4. Institutional/Public

The allocations for each 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, most of the services and their associated costs were allocated heavily
towards indirect benefits to the landowner. Exceptions to this include portions of farm assistance,

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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forest health, riparian improvement and local food system costs which were weighted 25% direct to
75% indirect. The heavier direct allocation is meant to identify that the benefit received from these
activities was deemed to be more directly recognized by specific land use categories, however, still
significantly benefiting all others indirectly. In total, 9.8% of District expenses were allocated as
directly benefiting a subset of land uses.

BUDGET

The detailed 2025 KCD program budget, developed by KCD staff, was split and allocated as shown
in the following table.

Figure 3. 2025 KCD Unfunded Budget

Natural Resource Priorities (NRPs) Total Cost Allocation Basis Natural Resource Priorities (NRPs) Total Cost Allocation Basis
Farm & Ag Lands Water Quality and Quantity
Local Food System $405,000 | 1% Direct/99% Indirect Local Food System $90,000 | 1% Direct/99% Indirect
Farm Assistance 653,442 | 25% Direct/75% Indirect Farm Assistance 653,442 | 25% Direct/ 75% Indirect
Riparian Improvement 73,083 [ 1% Direct/99% Indirect ForestHealth 138,416 | 1% Direct/99% Indirect
Member Jurisdiction Grants and Services 257,400 | 1% Direct/99% Indirect Riparian Improvement 438,498 | 1% Direct/99% Indirect
C.0O.R.E. Support 138,578 | AllIndirect Member Jurisdiction Grants and Services 257,400 | 1% Direct/99% Indirect
Subtotal $ 1,527,503 C.0.R.E. Support 173,222 | Allindirect
Healthy Forest Subtotal $ 1,750,979
Forest Health $ 830,498 | 25% Direct/ 75% Indirect Open Space
Riparian Improvement 73,083 | 1% Direct/99% Indirect Farm Assistance 81,680 | 1% Direct/99% Indirect
Member Jurisdiction Grants and Services 11,700 | 1% Direct/99% Indirect ForestHealth 138,416 | 1% Direct/99% Indirect
C.0.R.E. Support 103,933 i Riparian Improvement 73,083 | 1% Direct/99% Indirect
Subtotal $ 1,019,214 C.0.R.E. Support 34,644 | Al
Upland Habitat Subtotal $ 327,824 )
Farm Assistance $ 81,680 | 1% Direct/99% Indirect Economic Support to Working Lands
ForestHealth 207,624 | 1% Direct/99% Indirect Local Food System $405,000 | 25% Direct/75% Indirect
Riparian Improvement 73,083 [ 1% Direct/99% Indirect Farm Assistance 81,680 | 25% Direct/ 75% Indirect
Member Jurisdiction Grants and Services 269,100 | 1% Direct/99% Indirect Member Jurisdiction Grants and Services 11,700 | 1% Direct/99% Indirect
C.O.R.E. Support 103,933 i Subtotal $ 498,380 [
Subtotal $ 735,421 Administration —
Aquatic Habitat Administration $1,690,387 | AllIndirect
Farm Assistance $ 81,680 | 1% Direct/99% Indirect $ 1,690,387 i
Forest Health 69,208 | 1% Direct/99% Indirect GRAND TOTAL $ 8,932,706
Riparian Improvement 730,831 | 25% Direct/75% Indirect
Member Jurisdiction Grants and Services 362,700 | 1% Direct/99% Indirect
C.0.R.E. Support 138,578 i

$ 1,382,997

CUSTOMER BASE

King County parcel files have been used to determine the number of chargeable parcels available to
King Conservation District. When charging a rate, it is recommended 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 for this
rate study. Other exemptions are for split parcel account types (that would effectively be charged
twice) and cities that have not opted in to KCD, which includes Enumclaw, Milton, Federal Way,
Pacific and Skykomish.

The parcel data provided by King County identified dozens of current land uses. The project team of
KCD staff and the consultant recognized that it was possible to create meaningful distinctions based
on the level of service/benefit received by groups or general classes of customers. Customer types in
this model were broken 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, which is available in the King County Parcel data file. As
described above, these land use categories were evaluated based on direct and indirect benefits

+»FCS GROUP °
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received and were allocated either no benefit, partial benefit compared to other classes, or full
proportional benefit compared to other classes.

RATE CALCULATION

As previously discussed, each line item in the budget is allocated based on the direct or indirect
service/benefit provided then allocated among customer classes based on the comparative amount of
benefit/service received. Initial per parcel rates range from a high of $13.31 per parcel for
Agriculture land uses to a low of $12.40 per parcel for Vacant / Undeveloped land uses. All
calculated rates can be seen in the following figure.

Figure 4. Calculated Rates and Revenue Reconciliation

Calculated Rates and Revenue Reconciliation

Land Use Category Calculated Rates Number of TOTAL
Per Parcel Parcels

Residential $ 13.03 604,237 $ 7,873,208
Commercial $ 12.56 23,258 292,120
Agriculture $ 13.31 119 1,584
Institutional/ Public $ 13.06 2,981 38,932
Vacant/ Undeveloped $ 12.40 55,845 692,478
Open Space 2,656 33,333
TOTAL 689,096 $ 8,931,655

RATE ADJUSTMENT

The calculated rates shown above would sustain the existing programs of KCD that have historically
been funded through rates and charges taking into account the increase in expenses necessary to
provide the same level of service. Because the highest calculated charge is still under the statutory
cap of $15.00 per parcel, no proportional rate reduction is needed.

MULTI-YEAR RATE PROPOSAL

The District is seeking approval for a five-year rate term, from 2025 through 2029. After the initial
2025 rate implementation, rates would increase 2.6% annually from 2026 through 2029. Based on the
increases proposed, the highest rate is forecast to remain under the fifteen dollar per parcel cap by
2029. The multi-year rate forecast can be seen in the following table.

»FCS GROUP
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Figure 5. Multi-Year Rate Proposal

Proposed Rate Schedule

Land Use Category
2025 2026 2027 2028 2029
Residential $ 1303 $ 1337 $ 1372 $ 14.08 $ 14.45
Commercial $ 1256 $ 1289 $ 1323 $ 1357 $ 13.92
Agriculture $ 1331 $ 1366 $ 1402 $ 1438 $ 1475
Institutional / Public $ 1306 $ 1340 $ 13.75 $ 1411 $ 14.48
Vacant/ Undeveloped $ 1240 $ 1272 $ 1305 $ 1339 $ 13.74
Open Space $ 1255 $ 1288 $ 1321 $ 1355 $ 13.90

USE OF FUNDS

Rates and charges and their associated revenues are meant to support a program of work that spans
multiple years. The District is free to reallocate revenues based on the need at the present time within
its broader mission. While costs are distributed to program activities for the purpose of developing
unit costs and ultimately rates, there is not a requirement in the RCW that funds be spent in direct
alignment with those assignments and reallocating revenues within different program areas will not
affect the analysis in this rate study. Staff have committed to spending in alignment with the
District’s budget while retaining the flexibility to re-direct program funding to make the most impact.
This flexibility should also apply to any reserve funds held at the District that were generated during
previous years. Those funds should be considered available for use in alignment with spending under
guidelines of the existing, approved program of work.

% FCS GROUP 8
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