SENATE BILL REPORT
ESHB 1469

As Reported by Senate Committee On:
Government Operations, Tribal Relations & Elections, March 24, 2011

Title: An act relating to landscape conservation and local infrastructure.

Brief Description: Concerning landscape conservation and local infrastructure.

Sponsors: House Committee on Local Government (originally sponsored by Representatives
Springer, Rodne, Tharinger, Carlyle, Eddy, Dammeier, Liias, Fitzgibbon, Goodman, Zeiger,
Upthegrove, Sullivan, Reykdal and Smith).

Brief History: Passed House: 3/04/11, 69-28.
Committee Activity: Government Operations, Tribal Relations & Elections: 3/17/11,
3/24/11 [DPA, DNP].

SENATE COMMITTEE ON GOVERNMENT OPERATIONS, TRIBAL RELATIONS &
ELECTIONS

Majority Report: Do pass as amended.
Signed by Senators Pridemore, Chair; Prentice, Vice Chair; Swecker, Ranking Minority
Member; Nelson.

Minority Report: Do not pass.
Signed by Senators Chase and Roach.

Staff: Karen Epps (786-7424)

Background: The Growth Management Act (GMA) is the comprehensive land use planning
framework for county and city governments in Washington. Enacted in 1990 and 1991, the
GMA establishes numerous planning requirements for counties and cities obligated by
mandate or choice to fully plan under the GMA (planning jurisdictions), and a reduced
number of directives for all other counties and cities. Twenty-nine of Washington's 39
counties, and the cities within those counties, are planning jurisdictions.

Public infrastructure funding is accomplished in a number of different ways in the state. The
Legislature has, in recent years, examined a number of ways to increase investment in public
infrastructure in the state. Tax increment financing is a method of redistributing increased
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tax revenues within a geographic area resulting from a public investment to pay for the bonds
required to construct a project.

A number of tax increment financing programs have been created in the state: in 2001 the
Legislature created the Community Revitalization Financing Program; in 2006 the Local
Infrastructure Financing Tool Program was created by the Legislature; and in 2009 the
Legislature created the Local Revitalization Financing Program.

A transfer of development rights (TDR) occurs when a qualifying land owner, through a
permanent deed restriction, severs potential development rights from a property and transfers
them to a recipient for use on a different property. In TDR transactions, transferred rights are
generally shifted from sending areas with lower population densities to receiving areas with
higher population densities. ~The monetary values associated with transferred rights
constitute compensation to a land owner for development that may have otherwise occurred
on the transferring property.

In 2007 the Legislature directed the Department of Community, Trade, and Economic
Development, now the Department of Commerce (Commerce), to fund a process to develop
a regional TDR program that corresponds with the GMA. The legislation specified that the
TDR program must encourage King, Kitsap, Pierce, and Snohomish counties, and the cities
within, to participate in the development and implementation of regional frameworks and
mechanisms for TDR programs. In 2009 the Legislature directed Commerce to establish a
regional TDR program to foster voluntary local government participation that will result in
the transfer of development rights between jurisdictions in central Puget Sound counties and
cities.

The Puget Sound Regional Council (PSRC) is an association of cities, towns, counties, ports,
and state agencies that serves as a forum for developing policies and making decisions about
regional growth and transportation issues in the four county central Puget Sound region.
Membership of the PSRC includes King, Kitsap, Pierce, and Snohomish counties, 72 cities
and towns, four port districts, and transit agencies and tribes within the region. Two state
agencies, the Department of Transportation and the Transportation Commission, are also
members of the PSRC.

Summary of Bill (Recommended Amendments): An eligible county, defined as a county
that borders Puget Sound, has 600,000 or more residents, and that has an established TDR
program, must designate all agricultural and forest land of long-term commercial significance
within its jurisdiction as sending areas under its TDR program. An eligible county must
calculate the number of development rights from agricultural and forest land of long-term
commercial significance that are eligible for transfer to receiving cities.

An eligible county may designate rural zoned lands as available for transfer to receiving
cities if 50 percent or more of the agricultural and forest land of long-term commercial
significance in the county has already been protected through a permanent conservation
easement or is owned for conservation purposes. The portion of rural zoned lands available
for transfer must not exceed 1500 development rights. Additionally, the rural zoned lands
must be identified either:

* by the county as top conservation priorities because they meet certain criteria; or
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* as highly important to the water quality of Puget Sound.

On or before September 1, 2011, each eligible county must report to the PSRC the total
number of transferable development rights within the eligible county that may be available
for allocation to receiving cities. The PSRC must allocate the total number of development
rights among the receiving cities in consultation with eligible counties and based on certain
factors. On or before March 1, 2012, the PSRC must report to each receiving city and to
Commerce each receiving city's share of transferred development rights. A receiving city
may, by interlocal agreement, transfer all or a portion of its transferred development rights to
another receiving city. A receiving city is defined as any incorporated city within an eligible
county that has a population plus employment of 22,500 or more.

A receiving city becomes a sponsoring city by:
* accepting all or a portion of its transferred development rights;
* adopting a development plan for infrastructure; and
* creating one or more local infrastructure project areas.

A development plan for infrastructure must:

* be developed in consultation with the county and any port district where the local
infrastructure project area to be created is located;

* be consistent with any TDR policies or development regulations adopted by the
sponsoring city;

* specify the public improvements to be financed using local infrastructure project
financing;

* estimate the number of transferred development rights that will be used within the
local infrastructure project area; and

* estimate the cost of the public improvements.

Before creating a local infrastructure project area, a sponsoring city must (1) adopt TDR
policies or implement development regulations, or (2) make a finding that it will either
receive its transferred development rights in a local infrastructure project area or purchase its
transferred development rights to be held in reserve by the sponsoring city and used in future
development.

To create a local infrastructure project area, a sponsoring city must adopt an ordinance or
resolution that describes the proposed public improvements and the boundaries of the local
infrastructure project area. Before adopting an ordinance or resolution creating a local
infrastructure project area, a sponsoring city must provide notice to the county assessor,
county treasurer, and the county within the proposed local infrastructure project area and
hold a public hearing on the proposed formation. A sponsoring city may adopt an element to
its comprehensive plan and associated development regulations to apply within a local
infrastructure project area.

The designation of a local infrastructure project area is subject to limitations, including, but
not limited to:

* the area be contiguous tracts of land;

* the public improvements be financed with local infrastructure project financing;
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* the area not contain more than 25 percent of the total assessed value of taxable
property within the sponsoring city;

* there is no overlap of the boundaries of each local infrastructure project area; and

* all local infrastructure project areas created by the sponsoring city comprise an area in
which the transferred development rights will be used.

The county and the sponsoring city must receive that portion of its regular property taxes
produced by the rate of tax levied by or for the county and the city on the property tax
allocation revenue base value for that local infrastructure project area. The sponsoring city
must receive an additional portion of the regular property taxes levied by it and by or for the
county and the city upon the property tax allocation revenue value within the local
infrastructure project area. The portion of the tax receipts distributed to the sponsoring city
may only be used to finance public improvement costs within the local infrastructure project
area. The property tax allocation terminates when local infrastructure project financing is no
longer used for costs of public improvements or based on certain threshold levels.

The eligible counties, in collaboration with sponsoring cities, must provide a report to
Commerce by March 1 of every other year that contains certain information.

EFFECT OF CHANGES MADE BY GOVERNMENT OPERATIONS, TRIBAL
RELATIONS & ELECTIONS COMMITTEE (Recommended Amendments): Amends
the definition of public improvements to remove the statutory reference to rental affordable
housing such that public improvements include expenditures for facilities and improvements
that support affordable housing.

Appropriation: None.

Fiscal Note: Available.

Committee/Commission/Task Force Created: No.

Effective Date: Ninety days after adjournment of session in which bill is passed.

Staff Summary of Public Testimony on Engrossed Substitute House Bill: PRO: Most of
the cities that want to receive the transferred development rights do not have the money to
put in the infrastructure that is needed for the increased density. This bill embeds in the
transfer of development rights the ability of the city to use tax increment financing to help
pay for the infrastructure to accommodate the greater densities. This is a win-win for
everyone. This is an opportunity that cities have for increasing density while saving natural
resource land, open space, and farms. It is limited to a three-county area. This bill provides
the opportunity to marry our resource economies of our forests and farmlands with urban
revitalization in a way that has not been seen before. The bill recognizes that, as a region, we
are in it together and we can meet the goals of the GMA in a way that everyone can support.
The bill provides a way for farm and forest landowners to be compensated for the
development value of their property. At the same time, cities get the opportunity to invest in
redevelopment and support growth in urban areas. This bill creates jobs because
development projects can go forward. Tools are needed to keep these resource lands
sustainable and keep them on the landscape. TDRs are a tool that can be used for this.
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CON: The farmland in Orting has all been converted and there is none left. People are
losing their farms to conservation easements and development rights programs. It is
important to know how these programs work. My property is being taken away from me. I
have 112 acres, 50 acres in forestry, 20 acres in open space, and I love my land. I am not
able to use my land. Land is lost to these conservation projects. Our prime agricultural
valleys are being taken away. These programs have a very detrimental effect on property
owners. It is very difficult to sell land that cannot be used.

Persons Testifying: PRO: Representative Springer, prime sponsor; Leda Chahim, Cascade

Land Conservancy; Dave Williams, Association of Washington Cities; Debora Munguia,
Washington Forest Protection Association.

CON: Wendy Birnbaum, citizen.
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