Fiscal Analysis in Support of Annexation Interlocal Agreements with the Cities of Renton, Federal Way and Auburn and Use of Annexation Incentive Funds

Attachment A:  
Fiscal Analysis in Support of Annexation Interlocal Agreements and Use of Annexation Incentive Funds

Estimated Expenditure Savings and Revenue Reduction from annexation of 

East Renton, Skyway/West Hill, Benson Hill, Fairwood, 
East Federal Way; Lea Hill and Auburn West Hill
INTRODUCTION
King County Council Motion 12018, adopted September 27, 2004 establishes policy guidelines for the use of Annexation Incentive Funds to promote accelerated annexations and incorporations in the remaining major urban unincorporated areas in King County.  The Motion states that the more General Fund savings realized from an annexation or incorporation, the greater the amount of Annexation Incentive Funds that should be provided to an annexing (or newly incorporating) city.  Additionally, the Motion states that a greater share of the incentive funds should be made available to those jurisdictions signing annexation agreements in 2005 and 2006—essentially, an “early-signing bonus.”  Motion 12018 directs the Executive to provide specific timelines and budget reductions necessary to secure General Fund fiscal benefits associated with the County not providing local services to annexed or incorporated areas slated to receive Annexation Incentive Funds.  
In support of the proposed annexation interlocal agreements with the Cities of Renton, Federal Way and Auburn, this Attachment identifies the levels of General Fund budget reductions that will be necessary to realize financial benefits upon the annexations of the urban unincorporated area of East Renton Plateau; Skyway/West Hill; Benson Hill; and Fairwood by Renton; East Federal Way by Federal Way; and Lea Hill and Auburn’s West by Auburn.  Three different savings target scenarios are presented to illustrate how the fiscal benefits of annexation will be tempered by the level of budget reductions the County implements.

To facilitate the annexation of five of the ten major urban unincorporated areas, the proposed interlocal agreements would utilize $7.35 million of the $10 million Current Expense Fund Annexation Incentive Reserve; all of the $2 million REET II Annexation Incentive Reserve; and all of the $4 million roads annexation incentive capital project funds in the form of roads overlay improvements in the area to be annexed.   These five areas represent 48 percent of the $23.4 annual urban local service deficit estimated for 2007 and nearly 50 percent of the ten major PAAs’ population.  

$7.1 million of CX annexation incentive funds proposed for use in the ILA with the Cities of Federal Way, Auburn and Renton are premised on the future potential for CX savings generated from these annexations as opposed to “early signing” premiums.  The remaining $250,000 is proposed for provision to the City of Renton as a premium for commitment to an annexation timeline for all of its major PAAs with $100,000 for the partial annexation of the East Renton Plateau and $150,000 for pre-annexation land use and community planning activities given the large size of their total PAA.  The REET 2 and Roads Annexation Incentives Reserves are, in effect, offered to these cities as premiums for accelerated annexations.    

A discussion of specific revenue and expenditure reduction assumptions is provided for the partial annexation of the East Renton Plateau consistent with the assumptions made in the Executive’s Proposed 2007 budget as the annexation is anticipated to be effective in March 2007 if the election is successful.

The effective date of annexation goals proposed in the ILAs for Lea Hill/West Hill; East Federal Way; Skyway/Westhill; Benson Hill; and Fairwood are in 2008, 2009, and 2010 – all outside of the timeframe for annual budget development processes.  Accordingly, no specific reduction proposals for CX funded agencies are set forth.  Such recommendations will be made as part of the regular budget process in the year preceding the annexation implementation date.  Instead, several reduction scenarios are presented to serve as benchmarks to guide subsequent budget decisions.  
While no specific agency targets have been yet identified, it is important to note that 64 percent of CX expenditures in these PAAs support Sheriff operations in these areas.  The difficult reality facing the county is that majority of savings under any scenario will therefore be achieved by reductions in the non-contract portion of the Sheriff's budget from the reduced work load.
For non CX funds impacts, an estimated revenue loss for each fund based on 2007 data is presented as illustrative of the magnitude of anticipated revenue loss and commensurate expenditure reductions that would be necessary when the annexations are effective. 
If successfully implemented, these ranges of projected target savings demonstrates that the use of General Fund Annexation Incentive Reserves as proposed in the interlocal agreements is a prudent use of county funds given the future CX savings that could be generated.  

The attachment is organized into the following sections:
Section 1: Aggregate savings projections from annexation by PAA modeled under various scenarios;

Section 2: General Fund Target Savings Model presenting the model and the assumptions used to project future savings benchmarks from annexation;  
Section 3:  Impact on Non CX Funds including Roads, Parks, REET, and DDES from the annexation of the PAAs subject to the proposed interlocal agreements. 
Section 4:  Budget Savings Targets by General Fund Program Area by Year under each Scenario for each potential annexation area.

Section 1:   Estimated General Fund Impacts by PAA under three savings target scenarios
Motion 12018 directs that annexation incentive funds be allocated based on three concepts:  


(1) 
Fiscal Benefit to the General Fund; 


(2)
Benefit of early city commitment to annexation (defined in the Motion as those 


executed in 2005 and 2006, regardless of the date of annexation);
(3)       
Importance of completing major annexations in their entirety as opposed to leaving areas behind. 

Motion 12018 further states that incentive funds, while likely to be used by cities to offset their operating deficits, are not to be allocated based on the size of those projected deficits.  Unlike the past county local park transfers to cities, the complex and comprehensive nature of annexation negotiations means that allocation of annexation incentive funds are not easily susceptible to use of mathematical formulas based on population or acreage or even CX deficits.
  Given the different costs the County incurs to serve each of these urban unincorporated areas, the savings associated with no longer serving each area varies dramatically.  Motion 12018 recognizes this and, rather than propose a formula, simply states the several factors to be addressed when proposing an allocation of Annexation Incentive Fund.

In response to the criteria and expectations outlined in Motion 12018, the Executive developed the General Fund Savings Target Model to analyze the potential fiscal impact of annexation on Current Expense agencies providing local services.  The model and its assumptions are discussed in Section 2.
While the incentive proposals included in the proposed ILAs are the result of negotiations between the cities and the County, the proposals are grounded in the County’s analysis of the potential General Fund benefits that could be realized upon annexation and the consequent resizing of county departments to reflect changed work load and responsibility.    
Potential Fiscal Benefits of Annexations in Aggregate
The Executive proposal to provide General Fund Annexation Incentive Funds to the cities of Renton, Federal Way, and Auburn are consistent with Motion 12018 as the allocation amounts are supported by the amount of CX savings the County could realize depending on its subsequent budget choices.  

By modeling several different scenarios of the level of future budget reductions that might be made, clear benchmarks have been established to use in future budget decision to ensure the fiscal benefits of the Annexation Initiative are realized in addition to the policy goals associated with implementing the Growth Management Act and Countywide Planning Policies.  The three modeled scenarios offer a range of assumptions about future budget reduction options that align with best estimates of what is currently spent in these urban unincorporated areas based on service levels and workload measures whenever available.  

The three scenarios include a high savings (HST) and low target savings (LST) scenarios that phases in budget savings over a six year period and a scenario titled direct service cost savings (DSCS) that shows the effect of a high level of reduction applied to CX transfers to Parks and DDES and direct CX expenditures for police services, where direct county service costs by area are readily identifiable.
There are several ways to view the fiscal impacts projected under each scenario including cumulative net benefits for a period of time; the “payback” period for the use of General Fund incentive payments, as well as annual net benefit or loss estimates.  Cumulative net impacts through 2012 and payback periods are presented in Table 1 below.  The savings projections here are net savings net of forgone revenue.  When the target savings are not equal to or greater than the local revenues that are lost to the county upon annexation, the fiscal impact of the annexation to the county is negative meaning no additional regional revenues are freed up or in fact more are required.  When the fiscal impact is positive it indicates that regional revenues previously used to cover local service costs for the PAAs would be available for other General Fund uses.
Table 2 presents the annual incremental net impact of annexation of these areas.  In considering the savings projections in this manner, the annual net benefit or loss under the various scenarios is shown.  Under the HTS and LTS scenarios, the total General Fund benefit (or loss) changes over time as a function of the ramping up assumption as well as the phasing of the annexations themselves.  Under the DSCS scenario, the annual incremental impact is level given the constant savings assumptions of that scenario.  
Table 1
Summary Table of General Fund Incentives, 

Payback Year and Projected Cumulative Fiscal Impact by Target Savings Scenario
(In Millions of 2007 Dollars)
	Area to Be Annexed
	General Fund Incentive Payment
	Intended Effective Date
	High Savings Target Scenario (HST)
	Direct Service Cost Savings (DCSC)
	Low Savings Target Scenario (LST)

	 
	 
	 
	Payback Year
	2012 Cumulative General Fund Impact
	Payback
Year
	2012 Cumulative General Fund Impact
	Payback
Year
	2012 Cumulative General Fund Impact

	West Hill
	$2.40 
	Jan-09
	2010
	$7.01 
	2011
	$4.35 
	-
	($0.66)

	East Renton POPA
	$0.100 
	Mar-07
	-
	($0.35)
	-
	($0.35)
	-
	($0.35)

	Benson Hill
	$0.950 
	Mar-08
	2012*
	$1.93 
	-
	($0.23)
	-
	($3.84)

	Fairwood 
	$0.500 
	Jan-10
	2012
	$0.92 
	-
	($0.64)
	-
	($3.80)

	Auburn West Hill
	$0.125 
	Jan-08
	2009
	$0.91 
	2009
	$0.51 
	-
	($0.23)

	Lea Hill
	$1.125 
	Jan-08
	2010
	$2.81 
	2012
	$1.28 
	-
	($0.47)

	East Federal Way
	$2.00 
	Jan-09
	2010
	$5.50 
	2011
	$3.77 
	-
	($0.68)

	TOTAL
	$7.20 
	 
	 
	$18.73 
	 
	$8.68 
	 
	($10.03)


Table 2

Summary of Annual Projected General Fund Savings 

for Different Local Service Budget Reduction Scenarios

(In 2007 dollars)

	 
	 
	East Federal Way
	Fairwood 
	Benson Hill
	East Renton Partial
	West Hill
	Lea Hill
	Auburn West Hill
	Total Annual Net Fiscal Impact (CX)

	2007
	LST
	$0 
	$0 
	$0 
	($60,750)
	$0 
	$0 
	$0 
	($60,750)

	 
	DCSC
	$0 
	$0 
	$0 
	($60,750)
	$0 
	$0 
	$0 
	($60,750)

	 
	HST
	$0 
	$0 
	$0 
	($60,750)
	$0 
	$0 
	$0 
	($60,750)

	2008
	LST
	$0 
	$0 
	($1,366,013)
	($59,604)
	$0 
	($406,644)
	($162,672)
	($1,994,932)

	 
	DCSC
	$0 
	$0 
	($84,646)
	($59,604)
	$0 
	$245,267 
	$97,866 
	$198,882 

	 
	HST
	$0 
	$0 
	($238,940)
	($59,604)
	$0 
	$248,975 
	$61,673 
	$12,104 

	2009
	LST
	($692,348)
	$0 
	($1,204,058)
	($58,480)
	($759,658)
	($322,347)
	($295,063)
	($3,331,953)

	 
	DCSC
	$936,216 
	$0 
	($64,771)
	($58,480)
	$1,077,296 
	$250,272 
	$197,579 
	$2,338,114 

	 
	HST
	$812,952 
	$0 
	$69,280 
	($58,480)
	$1,124,583 
	$411,139 
	$182,151 
	$2,541,626 

	2010
	LST
	($500,142)
	($1,578,777)
	($756,091)
	($57,376)
	($528,018)
	($90,200)
	$118,036 
	($3,392,568)

	 
	DCSC
	$942,058 
	($238,659)
	($45,443)
	($57,376)
	$1,084,177 
	$255,092 
	$3,627 
	$1,943,477 

	 
	HST
	$1,193,550 
	($114,025)
	$537,783 
	($57,376)
	$1,577,604 
	$641,581 
	$150,330 
	$3,929,448 

	2011
	LST
	$47,963 
	($1,379,616)
	($421,757)
	($56,294)
	$77,208 
	$89,126 
	$21,044 
	($1,622,326)

	 
	DCSC
	$947,569 
	($213,815)
	($26,650)
	($56,294)
	$1,090,672 
	$259,731 
	$103,203 
	$2,104,417 

	 
	HST
	$1,756,256 
	$256,964 
	$551,073 
	($56,294)
	$2,172,545 
	$642,574 
	$212,672 
	$5,535,790 

	2012
	LST
	$461,291 
	($844,520)
	($98,110)
	($55,231)
	$554,922 
	$262,322 
	$84,363 
	$365,036 

	 
	DCSC
	$952,755 
	($189,631)
	($8,381)
	($55,231)
	$1,096,790 
	$264,194 
	$104,847 
	$2,165,342 

	 
	HST
	$1,753,814 
	$779,099 
	$1,005,872 
	($55,231)
	$2,168,456 
	$866,300 
	$301,537 
	$6,819,846 


East Renton Partial Annexation – Preserve Our Plateau Annexation
The East Renton Preserve Our Plateau annexation of approximately 4,800 residents is the only annexation that the Office of Management and Budget (OMB) is assuming will be effective in 2007.  The City of Renton is planning for the question to be asked of voters in February 2007.  Assuming a positive outcome, the annexation would be effective March 1, 2007.  King County agencies have used this assumption in developing their 2007 budget proposals.  The General Fund local service departments estimated no significant savings from this annexation given the size of the annexation and the need to serve the remaining 3,000 residents outside the annexation area.  This is consistent with the model projections presented above.  Annual General Fund local revenue loss due to this annexation is estimated at approximately $64,000 in 2007 dollars.  No offsetting expenditure reductions are assumed given that the area outside of the proposed annexation area would continue to require the same commitment of county General Fund resources.  Consequently, the overall General Fund subsidy is anticipated to increase by $60,000 in 2007.
POTENTIAL FISCAL IMPACT OF ALL PROPOSED ANNEXATIONS

Under the High Savings Target Scenario, the payback for the $7.35 million in CX annexation incentive funds is reached and surpassed by 2011.  Cumulative aggregate savings are projected to be $11.9 million by 2011, with an additional $6.8 million the following year, for a total of $18.7 million by the end of 2012.  The net annual benefit increases over time, reflecting both the assumed increasing level of savings annually (higher targets) combined with the increasing number of annexations.  By 2012, if the high savings targets are implemented, the annual net savings would be as high as $6.8 million annually.  This level of fiscal benefit would require application of rigorous savings expectations across all General Fund agencies that had been involved directly and indirectly in providing local services in the annexed areas.
Under the Direct Service Cost Savings Scenario, the payback is reached within five years, by the end of 2012.  The cumulative net savings would be $8.68 million.  For the DSCS Scenario, the net benefit is about $2 million annually when all five areas are annexed given level savings target assumptions.
Under the Low Savings Target Scenario, the county is, on net, considerably worse off through 2012.  This occurs because, on an annual basis, the total projected target cuts for all annexations are less then the forgone local revenues.  Given that even the low savings targets are assumed to increase over time, though not shown on Table 4, by 2014, the net annual savings is positive.  At that point, the County would be at least fiscally neutral in that year.  However, reaching the payback for the use of incentives would be well into the future.  The LST Scenario demonstrates that if the County does not commit to significantly resizing county agencies when their local service responsibilities diminish with annexation, the fiscal objective of the Annexation Initiative will go unmet and the County could be fiscally worse off.
KEY RESULTS BY POTENTIAL ANNEXATION AREA
WestHill/Skyway (Renton) – Under the HST and DCSC savings targets scenarios, the net cumulative benefit to the General Fund well exceeds the value of the CX incentive payment of $2.4 million by 2010 and 2011.   

The annexation of West Hill/Skyway will create a notable opportunity for budget savings for the General Fund.  The considerable potential for large CX savings from this annexation alone provides support for the provision of $4 million in incentive funds to Renton (the total CX incentive proposal for all of its PAAs) as the payback is realized from West Hill cost savings is within three years of the 2009 effective date under the High Savings Target Scenario.
In addition to the CX incentive, the City of Renton would also receive $250,000 in REET 2 incentives upon the annexation effective date and $1 million in road overlay improvements.
East Renton Partial Annexation (Renton) – Due to the area remaining outside of the East Renton partial annexation, no meaningful savings to the General Fund are identified by CX departments providing local services as King County will continue to have to provide services to the remaining area.  Accordingly, no savings targets are applied to the area and a negative net fiscal impact of annexation is shown.
When Renton is able to annex all of East Renton in its entirety, the County will have the opportunity to re-examine the potential for budget savings from the reduced responsibilities.
The $100,000 General Fund incentive payment is the only CX “early signing” bonus.  
The ILA would also provide Renton with an incentive premium of $900,000 REET 2 funds for this relatively small annexation given their acceptance of multiple tracts of developed and undeveloped King County local parks lands in the area.  
Benson Hill (Renton) – Only under the HST Scenario, does the County secure a considerable net benefit to the CX fund and payback by 2010 for the investment of CX incentive dollars.  That will require considerable fiscal discipline on the County’s part to implement. 
In addition Renton would receive $250,000 of REET 2 funds as an incentive premium associated with assuming ownership of all county local parks and the Renton pool in the area.  $500,000 of road overlay improvements is also included in the ILA for annexation of this area.

Fairwood (Renton) - Similar to Benson Hill, the General Fund will incur a net benefit from annexation of this area only to the extent the County is able to achieve the savings targets in the High Savings Target Scenario.  The payback period under this scenario is reached by the end of 2012.

No REET 2 incentive funds are provided in the ILA; however, $725,000 of road overlay improvements is included.

This is the same offer that was proposed to City of Fairwood proponents should the incorporation win voter approval and move forward.

To achieve fiscal benefits from the annexation of Fairwood and Benson Hill, it will require concerted effort on the County’s part to identify reductions in direct costs as well as indirect costs associated with serving these areas comprising nearly 40,000 residents.  

East Federal Way (Federal Way) - The successful annexation of East Federal Way could result in considerable General Fund savings under both HST and DSCS scenarios with cumulative savings projected at $5.56 million and $3.77 million respectively. 
The $2 million CX incentive payment to Federal Way is repaid thru significant CX savings under both the HST and DSCS scenarios.
As part of the proposed ILA, Federal Way would be provided $500,000 in REET 2 incentives given the City’s agreement to assume ownership of the multiple county owned active and passive recreation local parks in the PAA.  $1 million in roads overlay improvements are also included as an incentive premium for this annexation.

Lea Hill & West Hill (Auburn) – Positive net fiscal benefits are generated from the annexation of these areas under both the HST and DSCS scenarios with 3 year payback for Lea Hill under HST and a 5 year payback under DSCS.    

As discussed above, the commitment of the General Fund annexation incentive funds as identified in the proposed ILAs with the Cities of Renton, Federal Way, and Auburn is a prudent use of the limited annexation funds given the opportunity these annexations would create for the County to realize measurable ongoing savings.  The budgetary savings from no longer serving the major urban unincorporated areas of East Renton, West Hill/Skyway; Fairwood, Benson Hill, East Federal Way, Lea Hill, and Auburn West Hill in total will more than offset this expense if fiscal discipline is maintained as annexations occur.  When each area is analyzed individually, the investment of these funds continues to be a prudent expenditure though the challenges of realizing the fiscal benefits through budget reductions is more evident.
Key issues will be the depth of savings to be generated from direct service providers such as the Sheriff; the level of cuts in transfers to Parks and DDES for Code Enforcement and Fire Marshall services as well as local health and human services transfers.  Similarly decisions as to what level of savings targets should be achieved by general government agencies will be necessary. 
Section 2:   General Fund Savings Target Model Discussion
In order to capture the multiple-year effect on achievable savings from annexations, OMB developed this model to project different savings target assumption over the next six-years, for each major General Fund program area.
  Program area categories include police services; other local criminal justice services including public defense; prosecuting attorney; and district court services; general government including internal service funds; CX transfers to health and human services, and CX transfers to Parks and DDES.  These savings scenarios are then evaluated against status quo and post-annexation expenditures for the potential annexation area over time.  Annual and cumulative net present values of the fiscal impact under each scenario are calculated.  The Executive chose to use a six year period as it matches CIP planning as well as the countywide planning policy goal for annexations to be completed by 2012.  The low and high scenarios assume some level of savings from all program areas including direct and indirect costs.  

By increasing the savings target percentages over the six year period, both the high and low savings target scenarios assume that additional savings will be available from the cumulative effect of reduced workload as multiple annexations become effective.  The scenarios also assume that some continuing costs associated with annexed areas, specifically, incremental overhead costs, cannot be “zeroed out” immediately after annexation: these ongoing costs will be funded by regional revenues as the local revenue stream is gone after annexation.  It is only in the 5th and 6th year after annexation that 100 percent reductions are assumed and only in the High Savings Target Scenario.

A third scenario, Direct Service Cost Savings (DSCS), focusing on savings in expenditures from directly identifiable local service costs associated with police services and General Fund transfers for Parks and DDES, is also presented as another method for benchmarking future savings.  Arguably, all agencies providing local services to urban unincorporated areas should be responsible for identifying savings as their customer population decreases.  However, for general government services, connecting specific workload and resources to specific geographic areas is difficult to isolate.  Therefore, in the DSCS scenario, the Executive examined the impacts of reducing only readily identifiable direct service expenditures.
The following tables show the percentages assumed for savings target scenarios by program area:

Table 3
High Savings Target Scenario (HST)

	 
	 
	 
	 First Year 
	 Second Year 
	 Third Year 
	 Fourth Year 
	 Fifth Year 
	 Sixth Year 

	Savings in Sheriff Activities 
	 
	70%
	80%
	90%
	90%
	100%
	100%

	Savings in Courts, PAO, OPD
	 
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in General Government activities 
	8%
	17%
	20%
	40%
	40%
	60%

	Savings in Health and Human Services
	8%
	50%
	60%
	80%
	80%
	100%

	Savings in Parks/DDES
	 
	50%
	60%
	80%
	80%
	100%
	100%


Table 4
Direct Service Cost Savings Scenario (DSCS)

	 
	 
	 
	 First Year 
	 Second Year 
	 Third Year 
	 Fourth Year 
	 Fifth Year 
	 Sixth Year 

	Savings in Sheriff Activities 
	 
	80%
	80%
	80%
	80%
	80%
	80%

	Savings in Courts, PAO, OPD
	 
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in General Government activities 
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in TT Health and Human Services
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in Parks/DDES
	 
	90%
	90%
	90%
	90%
	90%
	90%


Table 5
Low Savings Target Scenario (LST)
	 
	 
	 
	 First Year 
	 Second Year 
	 Third Year 
	 Fourth Year 
	 Fifth Year 
	 Sixth Year 

	Savings in Sheriff Activities 
	 
	25%
	30%
	40%
	50%
	60%
	60%

	Savings in Courts, PAO, OPD
	 
	17%
	20%
	40%
	50%
	60%
	60%

	Savings in General Government activities 
	8%
	10%
	30%
	40%
	50%
	50%

	Savings in TT Health and Human Services
	8%
	10%
	30%
	50%
	60%
	60%

	Savings in Parks/DDES
	 
	21%
	25%
	40%
	50%
	60%
	60%


Assuming successful annexation elections, the county will have the considerable task of identifying budget reductions for agencies no longer responsible for providing local services.  At that time these scenarios can serve as benchmarks for making those budget choices.  Of course, savings targets other than these three scenarios could also be used to guide that process.  Further, this analysis applies each scenario to all the areas to be annexed.  An alternate approach would be to mix and match.  For example the HST scenario could be applied in one PAA but the DCSC in another depending on the different cost structures and characteristics of the particular PAA.  The intention is to provide analytical tools to support future budget decisions by the Executive and the Council.

Section 3: Impact of Annexation on Non CX Funds
This section is divided into two parts.  The first identifies the fiscal impacts of the East Renton Potential Annexation, sometimes referred to as the Preserve Our Plateau Annexation (POPA).  The impact of annexation on the non CX funds is highlighted separately given that it is anticipated to be effective in 2007; whereas the other annexation would be effective in 2008, 2009, and 2010.  The second section provides information and tables identifying the revenue losses and 2007 expenditure data by Fund and Potential Annexation Area for the five local service related funds:  Roads, Parks, DDES, SWM, and REET for the annexations of  West Hill/Skyway; Benson Hill; Fairwood, East Federal Way; and Lea Hill/Auburn West Hill. 
EAST RENTON PRESERVE OUR PLATEAU ANNEXATION AREA

The East Renton Preserve Our Plateau Annexation (POPA) results in a relatively minor impact across all non-CX funds.  For the non-General Fund agencies providing local services to the area, foregone revenues in 2007 are projected to be $732,270 for the Roads Fund; $165,875 for the Surface Water Management Fund; $315,859 in DDES fees; and $108,432 in REET revenues.  All of these agencies have adjusted expenses accordingly through a combination of direct expenditure savings and, if necessary additional program reductions, to maintain their overall financial plans.

NON-CX FUND FISCAL IMPACTS for annexations of West Hill/Skyway; Benson Hill; Fairwood, East Federal Way; and Lea Hill/Auburn West Hill
Many King County direct local service agencies will incur revenue losses due to annexations.  As local revenues are lost, expenditures must be equally decreased in order to maintain a balanced fund.  The data in this section is based on the 2007 Executive Proposed Budget estimates.  It is presented in an effort to provide an example of the magnitude of the impact of the specific annexations addressed in the proposed interlocal agreements on the funds
.  Because the East Federal Way; Lea Hill/Auburn West Hill; and majority of major Renton annexations will occur beginning in 2008 through 2010, the Executive has not proposed specific budget reductions to offset future revenue losses at this point in time.  The intent of this section is to provide an order of magnitude estimate of the level of anticipated revenue loss associated with annexing areas compared with current expenditures to provide increased understanding of the overall impact of the annexation on the funds as a whole.  

The departments and OMB continue to refine the identification of direct costs incurred in each of the annexation areas on an annual basis.  The OMB policy is to identify specific financial impacts in the form of revenue loss and commensurate budget reductions in the budget in the year an annexation will occur.  The priority in identifying cuts is as follows:

1. Direct Operating and Maintenance associated with an annexation;

2. Department Overhead related to the annexation area; and 

3. Department wide programmatic cuts.

ROADS FUND 

The table below identifies the impact on Roads revenue assuming annexation or incorporation of all of the Potential Annexation Areas based on the 2007 Executive Proposed Budget.  Roads Fund annual expenditures include direct and overhead operating costs and CIP Roads County Wide expenditures.  These expenditures are generally allocated by roads mile formulas and are area specific.  

Overall, based on 2007 allocation of PAA expenditures and revenues, these annexations would result in a net revenue loss of approximately $591,240 after PAA specific operating and capital savings are made.  This represents less than 1% of the total projected 2007 Roads Fund revenues of $113.6 million.  
As shown below, there will likely need to be program wide reductions to balance revenue losses when the Fairwood, East Federal Way and Auburn areas are incorporated or annexed, with the largest impact occurring with the East Federal Way annexation.  Conversely, the Benson Hill and West Hill annual operating and ongoing capital expenditures are currently in excess of area generated revenues, creating an opportunity for net benefits to the Road Fund.  Together, the financial impact to the Road Fund of the annexations addressed in the proposed ILAs appears to be manageable.
	ROADS FUND
	West Hill
	Benson Hill Communities
	Fairwood
	East Federal Way 
	Auburn:  Lea Hill and West Hill
	Total

	Revenues
	$3,277,621
	$2,345,563
	$7,069,153
	$3,945,428
	$2,775,949
	$19,413,714

	Expenditures
	$3,638,767
	$4,291,539
	$6,436,438
	$2,909,368
	$2,728,841
	$20,004,954

	Operating Costs
	$3,195,281
	$3,891,000
	$5,789,239
	$2,237,170
	$2,250,787
	$17,363,477

	CIP (Roads County Wide) Expenditures
	$443,486
	$400,539
	$647,199
	$672,198
	$478,054
	$2,641,477

	Remaining reduction needed to balance 1
	$361,146
	$1,945,976
	$(632,715)
	$(1,036,060)
	$(47,107)
	$591,240


1 A positive “Remaining reduction needed to balance” indicates expenditure savings are greater than revenue loss.
Parks Operating Fund 

The Parks Fund revenues shown below include both business revenues and CX transfer funds.  The majority of the revenue for these areas, $1.1 million, is made up of CX transfer.  These annexation areas will result in savings to the CX fund and have a relatively neutral impact on the Parks Fund.  Reduction of the Parks CX transfer represents a direct benefit to the General Fund that is accounted for the in General Fund analysis section.

	PARKS FUND
	West Hill
	Benson Hill Communities
	Fairwood2
	East Federal Way 
	Auburn:  Lea Hill and West Hill
	Total 

	Revenues
	$254,438
	$116,513
	$0
	$1,044,911
	$0
	$1,415,862

	Expenditures
	$144,006
	$660,666
	$0
	$683,815
	$0
	$1,488,487

	Remaining reduction needed to balance 1
	$(110,432)
	$544,153
	$0
	$(361,096)
	$0
	$72,625


1 A positive “Remaining reduction needed to balance” indicates expenditure savings are greater than revenue loss.

2 There are several parks in the Fairwood area but they are regional facilities, so they are not reflected here as this accounts for remaining county owned local parks.
DDES FUND 

The Department of Development and Environmental Services (DDES) activities related to permitting are entirely self-supporting.  Of the revenues in the table below, over 90% are from permitting activities.  The expenditure estimates were provided by DDES based on their models.  

	DDES FUND
	West Hill
	Benson Hill Communities
	Fairwood
	East Federal Way 
	Auburn:  Lea Hill and West Hill
	Total 

	Revenues
	$651,832
	$498,681
	$498,050
	$933,447
	$2,242,042
	$4,824,052

	Expenditures
	$683,553
	$522,952
	$522,289
	$978,876
	$2,351,155
	$5,058,824

	Remaining reduction needed to balance 1
	$31,72
	$24,271
	$24,239
	$45,429
	$109,113
	$234,772


1 A positive “Remaining reduction needed to balance” indicates expenditure savings are greater than revenue loss.

As shown in the table above, the annexation or incorporation of all of these areas results in a relatively neutral impact to the DDES Fund.

SURFACE WATER MANAMENT (SWM) FUND 

The annexation or incorporation of all of these areas results in a total SWM revenue loss of approximately $1.94 million based on 2007 estimates.  Given that the direct expenditures for each of the areas to be annexed are notably less than the associated revenues, it is anticipated that SWM will have to identify broader program reductions as well as department level administration and overhead savings in order to maintain a balanced fund.
	SWM FUND
	West Hill
	Benson Hill Communities
	Fairwood
	East Federal Way 
	Auburn:  Lea Hill and West Hill
	Total 

	Revenues
	$711,228
	$942,997
	$1,098,588
	$875,269
	$693,599
	$4,321,681

	Expenditures
	$371,167
	$517,308
	$602,660
	$508,417
	$377,908
	$2,377,460

	Remaining reduction needed to balance 1
	$(340,061)
	$(425,689)
	$(495,928)
	$(366,852)
	$(315,691)
	$(1,944,221)


1 A positive “Remaining reduction needed to balance” indicates expenditure savings are greater than revenue loss.

REAL ESTATE EXCISE TAXES (REET) 1 AND 2 FUNDS 

The annexation or incorporation of all of these areas results in a REET revenue loss of approximately $3.41 million.  This is approximately 26% of REET 1 and 2 revenues and will impact the Parks Capital Program.  These annexations will require changes in the long term funding options for the Parks Capital Program.

	REET 1 & 2 FUND
	West Hill
	Benson Hill Communities
	Fairwood
	East Federal Way 
	Auburn:  Lea Hill and West Hill
	Total 

	Revenues
	$433,700
	$460,192
	$1,004,478
	$498,850
	$1,066,022
	$3,463,242

	Expenditures
	$4,807
	$22,052
	$0
	$22,824
	$0
	$49,682

	Remaining reduction needed to balance 1
	$(428,893)
	$(438,141)
	$(1,004,478)
	$(476,025)
	$(1,066,022)
	$(3,413,560)


1 A positive “Remaining reduction needed to balance” indicates expenditure savings are greater than revenue loss.

Based on 2007 data as an indicator of current revenues and costs for the areas to be annexed, for the County Roads Fund, Parks Operating Fund, and DDES Fund, the fiscal impact of these annexations, while not positive overall, represent levels of program adjustments that can be adequately managed within the funds without broad department wide cuts.  This does not appear to be the case for the REET funds and SWM funds.  In those instances, because area specific expenditures that could be shed by the county upon annexation are well short of the revenues generated, the difference must be addressed through broader program wide cuts within the Parks Capital Program and SWM programs respectively.

Motion 12018 recognizes that the financial impact of annexation to county funds will vary by fund.  Further, the use of incentive funds is to align with General Fund benefits that may be afforded through the annexation of these areas.  Accordingly, though non CX funds are sometimes adversely impacted by the annexations contemplated in the proposed Interlocal Agreements, those impacts must be viewed separately from the gains to be achieved in the General Fund.
Section 4:  Budget Savings Targets by General Fund Program Area by Year under each Scenario for each potential annexation area.
Data Sheets detailing the budget reductions by General Fund Program Area by Year for the three savings target scenarios, High Savings Targets; Direct Service Cost Savings; and Low Savings Targets, are provided by each major annexation area.  

The assumptions regarding effective dates are consistent with those in the proposed interlocal agreements and reflect the latest effective date permitted under the agreements, though Cities may proceed with early effective dates. 

No data sheet for East Renton, Preserve Our Plateau Annexation is included as no savings were assumed.    
The data is calculated in nominal dollars, the expenditures are adjusted annually by a 5% inflation factor.  

The Savings Target percentages are applied to the base 2007 Proposed Budget.

Please note that the target date for each scenario coincides with the effective date, not the current year.  For example, East Federal Way PAA First Year is 2009 – the intended effective date of the annexation.  

EAST FEDERAL WAY

Anticipated Election Date:  November 2007

Intended Effective Date:  January 2009

Incentive Payment:  General Fund $2 million; $500,000 REET 2; and $1 million Roads overlay improvements.

	High Savings Targets
	2009
	2010
	2011
	2012
	2013
	2014

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	70%
	80%
	90%
	90%
	100%
	100%

	Savings in Courts, PAO, OPD
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in General Govt Activities 
	17%
	20%
	40%
	40%
	60%
	60%

	Savings in TT Health and Human Serv
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in Parks/DDES
	50%
	60%
	80%
	80%
	100%
	100%


	High Savings Targets
	2007
	2009
	2010
	2011
	2012
	2013
	2014

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$2,607,195 
	($2,012,103)
	($2,414,523)
	($2,852,156)
	($2,994,763)
	($3,493,891)
	($3,668,585)

	Savings in Courts, PAO, OPD
	$580,947 
	($320,247)
	($403,511)
	($564,916)
	($593,162)
	($778,525)
	($817,451)

	Savings in General Govt Activities 
	$464,414 
	($85,336)
	($107,523)
	($225,799)
	($237,089)
	($373,415)
	($392,086)

	Savings in TT Health and Human Serv
	$58,030 
	($31,989)
	($40,307)
	($56,429)
	($59,251)
	($77,766)
	($81,655)

	Savings in Parks/DDES
	$673,330 
	($371,173)
	($467,678)
	($654,749)
	($687,487)
	($902,327)
	($947,443)

	Totals
	$4,383,916
	($2,820,848)
	($3,433,543)
	($4,354,049)
	($4,571,751)
	($5,625,923)
	($5,907,219)


	Direct Service Cost Savings
	2009
	2010
	2011
	2012
	2013
	2014

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	80%
	80%
	80%
	80%
	80%
	80%

	Savings in Courts, PAO, OPD
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in General Govt Activities 
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in TT Health and Human Serv
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in Parks/DDES
	90%
	90%
	90%
	90%
	90%
	90%


	Direct Service Cost Savings Targets
	2007
	2009
	2010
	2011
	2012
	2013
	2014

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$2,607,195 
	($2,299,546)
	($2,414,523)
	($2,535,249)
	($2,662,012)
	($2,795,113)
	($2,934,868)

	Savings in Courts, PAO, OPD
	$580,947 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in General Govt Activities 
	$464,414 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in TT Health and Human Serv
	$58,030 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in Parks/DDES
	$673,330 
	($668,112)
	($701,517)
	($736,593)
	($773,423)
	($812,094)
	($852,699)

	Totals
	$4,383,916
	($2,967,658)
	($3,116,041)
	($3,271,843)
	($3,435,435)
	($3,607,206)
	($3,787,567)


EAST FEDERAL WAY - cont
Anticipated Election Date:  November 2007

Intended Effective Date:  January 2009

Incentive Payment:  General Fund $2 million; $500,000 REET 2; and $1 million Roads overlay improvements.

	Low Savings Targets
	2009
	2010
	2011
	2012
	2013
	2014

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	25%
	30%
	40%
	50%
	60%
	60%

	Savings in Courts, PAO, OPD
	17%
	20%
	40%
	50%
	60%
	60%

	Savings in General Govt Activities 
	8%
	10%
	30%
	40%
	50%
	50%

	Savings in TT Health and Human Serv
	8%
	10%
	30%
	50%
	60%
	60%

	Savings in Parks/DDES
	21%
	25%
	40%
	50%
	60%
	60%


	Low Savings Targets
	2007
	2009
	2010
	2011
	2012
	2013
	2014

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$2,607,195 
	($718,608)
	($905,446)
	($1,267,625)
	($1,663,757)
	($2,096,334)
	($2,201,151)

	Savings in Courts, PAO, OPD
	$580,947 
	($106,749)
	($134,504)
	($282,458)
	($370,726)
	($467,115)
	($490,470)

	Savings in General Govt Activities 
	$464,414 
	($42,668)
	($53,762)
	($169,349)
	($237,089)
	($311,179)
	($326,738)

	Savings in TT Health and Human Serv
	$58,030 
	($5,332)
	($6,718)
	($21,161)
	($37,032)
	($46,660)
	($48,993)

	Savings in Parks/DDES
	$673,330 
	($154,655)
	($194,866)
	($327,375)
	($429,679)
	($541,396)
	($568,466)

	Totals
	$4,383,916
	($1,028,012)
	($1,295,295)
	($2,067,968)
	($2,738,283)
	($3,462,684)
	($3,635,818)


WEST HILL

Anticipated Election Date:  May 2008

Intended Effective Date:  January 2009

Incentive Payment:  General Fund $2.4 million; $250,000 REET 2; and $1 million Roads overlay improvements.

	High Savings Targets
	2009
	2010
	2011
	2012
	2013
	2014

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	70%
	80%
	90%
	90%
	100%
	100%

	Savings in Courts, PAO, OPD
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in General Govt Activities 
	17%
	20%
	40%
	40%
	60%
	60%

	Savings in TT Health and Human Serv
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in Parks/DDES
	50%
	60%
	80%
	80%
	100%
	100%


	High Savings Targets
	2007
	2009
	2010
	2011
	2012
	2013
	2014

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$3,657,122 
	($2,822,384)
	($3,386,861)
	($4,000,729)
	($4,200,766)
	($4,900,893)
	($5,145,938)

	Savings in Courts, PAO, OPD
	$848,958 
	($467,988)
	($589,665)
	($825,531)
	($866,808)
	($1,137,685)
	($1,194,569)

	Savings in General Govt Activities 
	$334,650 
	($61,492)
	($77,480)
	($162,708)
	($170,843)
	($269,078)
	($282,532)

	Savings in TT Health and Human Serv
	$41,817 
	($23,052)
	($29,045)
	($40,663)
	($42,696)
	($56,039)
	($58,840)

	Savings in Parks/DDES
	$210,919 
	($116,269)
	($146,499)
	($205,099)
	($215,354)
	($282,652)
	($296,784)

	Totals
	$5,093,466 
	($3,491,185)
	($4,229,549)
	($5,234,729)
	($5,496,466)
	($6,646,346)
	($6,978,663)


	Direct Service Cost Savings
	2009
	2010
	2011
	2012
	2013
	2014

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	80%
	80%
	80%
	80%
	80%
	80%

	Savings in Courts, PAO, OPD
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in General Govt Activities 
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in TT Health and Human Serv
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in Parks/DDES
	90%
	90%
	90%
	90%
	90%
	90%


	Direct Service Cost Savings Targets
	2007
	2009
	2010
	2011
	2012
	2013
	2014

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$3,657,122 
	($3,225,582)
	($3,386,861)
	($3,556,204)
	($3,734,014)
	($3,920,715)
	($4,116,750)

	Savings in Courts, PAO, OPD
	$848,958 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in General Govt Activities 
	$334,650 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in TT Health and Human Serv
	$41,817 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in Parks/DDES
	$210,919 
	($209,284)
	($219,749)
	($230,736)
	($242,273)
	($254,386)
	($267,106)

	Totals
	$5,093,466 
	($3,434,866)
	($3,606,609)
	($3,786,940)
	($3,976,287)
	($4,175,101)
	($4,383,856)


WEST HILL cont.
Anticipated Election Date:  May 2008

Intended Effective Date:  January 2009

Incentive Payment:  General Fund $2.4 million; $250,000 REET 2; and $1 million Roads overlay improvements.

	Low Savings Targets
	2009
	2010
	2011
	2012
	2013
	2014

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	25%
	30%
	40%
	50%
	60%
	60%

	Savings in Courts, PAO, OPD
	17%
	20%
	40%
	50%
	60%
	60%

	Savings in General Govt Activities 
	8%
	10%
	30%
	40%
	50%
	50%

	Savings in TT Health and Human Serv
	8%
	10%
	30%
	50%
	60%
	60%

	Savings in Parks/DDES
	21%
	25%
	40%
	50%
	60%
	60%


	Low Savings Targets
	2007
	2009
	2010
	2011
	2012
	2013
	2014

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$3,657,122 
	($1,007,994)
	($1,270,073)
	($1,778,102)
	($2,333,759)
	($2,940,536)
	($3,087,563)

	Savings in Courts, PAO, OPD
	$848,958 
	($155,996)
	($196,555)
	($412,766)
	($541,755)
	($682,611)
	($716,741)

	Savings in General Govt Activities 
	$334,650 
	($30,746)
	($38,740)
	($122,031)
	($170,843)
	($224,231)
	($235,443)

	Savings in TT Health and Human Serv
	$41,817 
	($3,842)
	($4,841)
	($15,249)
	($26,685)
	($33,623)
	($35,304)

	Savings in Parks/DDES
	$210,919 
	($48,445)
	($61,041)
	($102,549)
	($134,596)
	($169,591)
	($178,071)

	Totals
	$5,093,466 
	($1,247,024)
	($1,571,250)
	($2,430,696)
	($3,207,637)
	($4,050,592)
	($4,253,122)


BENSON HILL/CASCADE

Anticipated Election Date:  November 2007

Intended Effective Date:  March 2008

Incentive Payment:  General Fund $950,000; $250,000 REET 2; and $500,000 on Roads overlay improvements.

	High Savings Targets
	2008
	2009
	2010
	2011
	2012
	2013

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	70%
	80%
	90%
	90%
	100%
	100%

	Savings in Courts, PAO, OPD
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in General Govt Activities 
	17%
	20%
	40%
	40%
	60%
	60%

	Savings in TT Health and Human Serv
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in Parks/DDES
	50%
	60%
	80%
	80%
	100%
	100%


	High Savings Targets
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$1,792,987 
	($1,317,845)
	($1,581,415)
	($1,868,046)
	($1,961,448)
	($2,288,356)
	($2,402,774)

	Savings in Courts, PAO, OPD
	$422,084 
	($221,594)
	($279,209)
	($390,892)
	($410,437)
	($538,698)
	($565,633)

	Savings in General Govt Activities 
	$380,184 
	($66,532)
	($83,831)
	($176,044)
	($184,846)
	($291,133)
	($305,690)

	Savings in TT Health and Human Serv
	$47,505 
	($24,940)
	($31,425)
	($43,994)
	($46,194)
	($60,630)
	($63,661)

	Savings in Parks/DDES
	$709,922 
	($372,709)
	($469,613)
	($657,459)
	($690,332)
	($906,060)
	($951,363)

	Totals
	$3,352,682 
	($2,003,621)
	($2,445,492)
	($3,136,435)
	($3,293,257)
	($4,084,877)
	($4,289,121)


	Direct Service Cost Savings
	2008
	2009
	2010
	2011
	2012
	2013

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	80%
	80%
	80%
	80%
	80%
	80%

	Savings in Courts, PAO, OPD
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in General Govt Activities 
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in TT Health and Human Serv
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in Parks/DDES
	90%
	90%
	90%
	90%
	90%
	90%


	Direct Service Cost Savings Targets
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$1,792,987 
	($1,506,109)
	($1,581,415)
	($1,660,485)
	($1,743,510)
	($1,830,685)
	($1,922,219)

	Savings in Courts, PAO, OPD
	$422,084 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in General Govt Activities 
	$380,184 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in TT Health and Human Serv
	$47,505 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in Parks/DDES
	$709,922 
	($670,876)
	($704,420)
	($739,641)
	($776,623)
	($815,454)
	($856,227)

	Totals
	$3,352,682 
	($2,176,985)
	($2,285,835)
	($2,400,126)
	($2,520,133)
	($2,646,139)
	($2,778,446)


BENSON HILL/CASCADE cont.
Anticipated Election Date:  November 2007

Intended Effective Date:  March 2008

Incentive Payment:  General Fund $950,000; $250,000 REET 2; and $500,000 on Roads overlay improvements.

	Low Savings Targets
	2008
	2009
	2010
	2011
	2012
	2013

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	25%
	30%
	40%
	50%
	60%
	60%

	Savings in Courts, PAO, OPD
	17%
	20%
	40%
	50%
	60%
	60%

	Savings in General Govt Activities 
	8%
	10%
	30%
	40%
	50%
	50%

	Savings in TT Health and Human Serv
	8%
	10%
	30%
	50%
	60%
	60%

	Savings in Parks/DDES
	21%
	25%
	40%
	50%
	60%
	60%


	Low Savings Targets
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$1,792,987 
	($470,659)
	($593,030)
	($830,243)
	($1,089,693)
	($1,373,014)
	($1,441,664)

	Savings in Courts, PAO, OPD
	$422,084 
	($73,865)
	($93,070)
	($195,446)
	($256,523)
	($323,219)
	($339,380)

	Savings in General Govt Activities 
	$380,184 
	($33,266)
	($41,915)
	($132,033)
	($184,846)
	($242,611)
	($254,741)

	Savings in TT Health and Human Serv
	$47,505 
	($4,157)
	($5,237)
	($16,498)
	($28,871)
	($36,378)
	($38,197)

	Savings in Parks/DDES
	$709,922 
	($155,295)
	($195,672)
	($328,729)
	($431,457)
	($543,636)
	($570,818)

	Totals
	$3,352,682 
	($737,242)
	($928,925)
	($1,502,949)
	($1,991,391)
	($2,518,857)
	($2,644,800)


FAIRWOOD

Anticipated Election Date:  May 2009

Intended Effective Date:  January 2010

Incentive Payment:  General Fund $500,000; and $725,000 on Roads overlay improvements.

	High Savings Targets
	2010
	2011
	2012
	2013
	2014
	2015

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	70%
	80%
	90%
	90%
	100%
	100%

	Savings in Courts, PAO, OPD
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in General Govt Activities 
	17%
	20%
	40%
	40%
	60%
	60%

	Savings in TT Health and Human Serv
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in Parks/DDES
	50%
	60%
	80%
	80%
	100%
	100%


	High Savings Targets
	2007
	2010
	2011
	2012
	2013
	2014
	2015

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$2,877,368
	($2,331,639)
	($2,797,967)
	($3,305,099)
	($3,470,353)
	($4,048,746)
	($4,251,183)

	Savings in Courts, PAO, OPD
	$611,790
	($354,112)
	($446,181)
	($624,653)
	($655,886)
	($860,850)
	($903,892)

	Savings in General Govt Activities 
	$610,112
	($117,714)
	($148,319)
	($311,470)
	($327,043)
	($515,093)
	($540,848)

	Savings in TT Health and Human Serv
	$76,235
	($44,126)
	($55,598)
	($77,838)
	($81,730)
	($107,270)
	($112,634)

	Savings in Parks/DDES
	$55,095
	($31,890)
	($40,181)
	($56,253)
	($59,066)
	($77,524)
	($81,400)

	Totals
	$4,230,600
	($2,879,480)
	($3,488,246)
	($4,375,313)
	($4,594,078)
	($5,609,484)
	($5,889,958)


	Direct Service Cost Savings
	2010
	2011
	2012
	2013
	2014
	2015

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	80%
	80%
	80%
	80%
	80%
	80%

	Savings in Courts, PAO, OPD
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in General Govt Activities 
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in TT Health and Human Serv
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in Parks/DDES
	90%
	90%
	90%
	90%
	90%
	90%


	Direct Service Cost Savings Targets
	2007
	2010
	2011
	2012
	2013
	2014
	2015

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$2,877,368
	($2,664,731)
	($2,797,967)
	($2,937,865)
	($3,084,759)
	($3,238,997)
	($3,400,946)

	Savings in Courts, PAO, OPD
	$611,790
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in General Govt Activities 
	$610,112
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in TT Health and Human Serv
	$76,235
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in Parks/DDES
	$55,095
	($57,401)
	($60,271)
	($63,285)
	($66,449)
	($69,772)
	($73,260)

	Totals
	$4,230,600
	($2,722,132)
	($2,858,239)
	($3,001,150)
	($3,151,208)
	($3,308,768)
	($3,474,207)


FAIRWOOD- cont.
Anticipated Election Date:  May 2009

Intended Effective Date:  January 2010

Incentive Payment:  General Fund $500,000; and $725,000 on Roads overlay improvements.

	Low Savings Targets
	2010
	2011
	2012
	2013
	2014
	2015

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	25%
	30%
	40%
	50%
	60%
	60%

	Savings in Courts, PAO, OPD
	17%
	20%
	40%
	50%
	60%
	60%

	Savings in General Govt Activities 
	8%
	10%
	30%
	40%
	50%
	50%

	Savings in TT Health and Human Serv
	8%
	10%
	30%
	50%
	60%
	60%

	Savings in Parks/DDES
	21%
	25%
	40%
	50%
	60%
	60%


	Low Savings Targets
	2007
	2010
	2011
	2012
	2013
	2014
	2015

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$2,877,368
	($832,728)
	($1,049,238)
	($1,468,933)
	($1,927,974)
	($2,429,247)
	($2,550,710)

	Savings in Courts, PAO, OPD
	$611,790
	($118,037)
	($148,727)
	($312,327)
	($409,929)
	($516,510)
	($542,335)

	Savings in General Govt Activities 
	$610,112
	($58,857)
	($74,160)
	($233,602)
	($327,043)
	($429,245)
	($450,707)

	Savings in TT Health and Human Serv
	$76,235
	($7,354)
	($9,266)
	($29,189)
	($51,081)
	($64,362)
	($67,580)

	Savings in Parks/DDES
	$55,095
	($13,287)
	($16,742)
	($28,127)
	($36,916)
	($46,515)
	($48,840)

	Totals
	$4,230,600
	($1,030,264)
	($1,298,133)
	($2,072,178)
	($2,752,944)
	($3,485,879)
	($3,660,173)


AUBURN
Anticipated Election Date:  November 2007

Intended Effective Date:  January 2008

Incentive Payment:  General Fund $1.25 million; and $500,000 on Roads overlay improvements.
WEST HILL SAVINGS TARGETS

	High Savings Targets
	2008
	2009
	2010
	2011
	2012
	2013

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	70%
	80%
	90%
	90%
	100%
	100%

	Savings in Courts, PAO, OPD
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in General Govt Activities 
	17%
	20%
	40%
	40%
	60%
	60%

	Savings in TT Health and Human Serv
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in Parks/DDES
	50%
	60%
	80%
	80%
	100%
	100%


	High Savings Targets
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$372,832 
	($274,032)
	($328,838)
	($388,440)
	($407,862)
	($475,839)
	($499,631)

	Savings in Courts, PAO, OPD
	$59,651 
	($31,317)
	($39,459)
	($55,243)
	($58,005)
	($76,131)
	($79,938)

	Savings in General Govt Activities 
	$97,895 
	($17,132)
	($21,586)
	($45,330)
	($47,597)
	($74,965)
	($78,713)

	Savings in TT Health and Human Serv
	$12,231 
	($6,421)
	($8,091)
	($11,327)
	($11,894)
	($15,610)
	($16,391)

	Savings in Parks/DDES
	$134,257 
	($70,485)
	($88,811)
	($124,335)
	($130,552)
	($171,350)
	($179,917)

	Totals
	$676,866 
	($399,386)
	($486,785)
	($624,675)
	($655,909)
	($813,895)
	($854,589)


	Direct Service Cost Savings
	2008
	2009
	2010
	2011
	2012
	2013

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	80%
	80%
	80%
	80%
	80%
	80%

	Savings in Courts, PAO, OPD
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in General Govt Activities 
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in TT Health and Human Serv
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in Parks/DDES
	90%
	90%
	90%
	90%
	90%
	90%


	Direct Service Cost Savings Targets
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$372,832 
	($313,179)
	($328,838)
	($345,280)
	($362,544)
	($380,671)
	($399,704)

	Savings in Courts, PAO, OPD
	$59,651 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in General Govt Activities 
	$97,895 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in TT Health and Human Serv
	$12,231 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in Parks/DDES
	$134,257 
	($126,873)
	($133,217)
	($139,877)
	($146,871)
	($154,215)
	($161,925)

	Totals
	$676,866 
	($440,052)
	($462,054)
	($485,157)
	($509,415)
	($534,886)
	($561,630)


AUBURN cont.
Anticipated Election Date:  November 2007

Intended Effective Date:  January 2008

Incentive Payment:  General Fund $1.25 million; and $500,000 on Roads overlay improvements.
	Low Savings Targets
	2008
	2009
	2010
	2011
	2012
	2013

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	25%
	30%
	40%
	50%
	60%
	60%

	Savings in Courts, PAO, OPD
	17%
	20%
	40%
	50%
	60%
	60%

	Savings in General Govt Activities 
	8%
	10%
	30%
	40%
	50%
	50%

	Savings in TT Health and Human Serv
	8%
	10%
	30%
	50%
	60%
	60%

	Savings in Parks/DDES
	21%
	25%
	40%
	50%
	60%
	60%


	Low Savings Targets
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$372,832 
	($97,868)
	($123,314)
	($172,640)
	($226,590)
	($285,503)
	($299,778)

	Savings in Courts, PAO, OPD
	$59,651 
	($10,439)
	($13,153)
	($27,621)
	($36,253)
	($45,679)
	($47,963)

	Savings in General Govt Activities 
	$97,895 
	($8,566)
	($10,793)
	($33,998)
	($47,597)
	($62,471)
	($65,594)

	Savings in TT Health and Human Serv
	$12,231 
	($1,070)
	($1,348)
	($4,248)
	($7,433)
	($9,366)
	($9,834)

	Savings in Parks/DDES
	$134,257 
	($29,369)
	($37,005)
	($62,168)
	($81,595)
	($102,810)
	($107,950)

	Totals
	$676,866 
	($147,312)
	($185,613)
	($300,674)
	($399,468)
	($505,829)
	($531,120)


AUBURN- cont.
Anticipated Election Date:  November 2007

Intended Effective Date:  January 2008

LEA HILL SAVINGS TARGETS

	High Savings Targets
	2008
	2009
	2010
	2011
	2012
	2013

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	70%
	80%
	90%
	90%
	100%
	100%

	Savings in Courts, PAO, OPD
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in General Govt Activities 
	17%
	20%
	40%
	40%
	60%
	60%

	Savings in TT Health and Human Serv
	50%
	60%
	80%
	80%
	100%
	100%

	Savings in Parks/DDES
	50%
	60%
	80%
	80%
	100%
	100%


	High Savings Targets
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$1,237,866 
	($909,832)
	($1,091,798)
	($1,289,686)
	($1,354,170)
	($1,579,866)
	($1,658,859)

	Savings in Courts, PAO, OPD
	$236,970 
	($124,409)
	($156,756)
	($219,458)
	($230,431)
	($302,440)
	($317,562)

	Savings in General Govt Activities 
	$239,036 
	($41,831)
	($52,707)
	($110,685)
	($116,220)
	($183,046)
	($192,198)

	Savings in TT Health and Human Serv
	$29,868 
	($15,681)
	($19,758)
	($27,661)
	($29,044)
	($38,120)
	($40,026)

	Savings in Parks/DDES
	$113,760 
	($59,724)
	($75,252)
	($105,353)
	($110,621)
	($145,190)
	($152,449)

	Totals
	$1,857,500 
	($1,151,477)
	($1,396,271)
	($1,752,843)
	($1,840,486)
	($2,248,662)
	($2,361,095)


	Direct Service Cost Savings
	2008
	2009
	2010
	2011
	2012
	2013

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	80%
	80%
	80%
	80%
	80%
	80%

	Savings in Courts, PAO, OPD
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in General Govt Activities 
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in TT Health and Human Serv
	0%
	0%
	0%
	0%
	0%
	0%

	Savings in Parks/DDES
	90%
	90%
	90%
	90%
	90%
	90%


	Direct Service Cost Savings Targets
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$1,237,866 
	($1,039,807)
	($1,091,798)
	($1,146,388)
	($1,203,707)
	($1,263,892)
	($1,327,087)

	Savings in Courts, PAO, OPD
	$236,970 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in General Govt Activities 
	$239,036 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in TT Health and Human Serv
	$29,868 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in Parks/DDES
	$113,760 
	($107,503)
	($112,878)
	($118,522)
	($124,448)
	($130,671)
	($137,204)

	Totals
	$1,857,500 
	($1,147,311)
	($1,204,676)
	($1,264,910)
	($1,328,155)
	($1,394,563)
	($1,464,291)


AUBURN cont.
Anticipated Election Date:  November 2007

Intended Effective Date:  January 2008

Incentive Payment:  General Fund $1.25 million; and $500,000 on Roads overlay improvements.
	Low Savings Targets
	2008
	2009
	2010
	2011
	2012
	2013

	
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	25%
	30%
	40%
	50%
	60%
	60%

	Savings in Courts, PAO, OPD
	17%
	20%
	40%
	50%
	60%
	60%

	Savings in General Govt Activities 
	8%
	10%
	30%
	40%
	50%
	50%

	Savings in TT Health and Human Serv
	8%
	10%
	30%
	50%
	60%
	60%

	Savings in Parks/DDES
	21%
	25%
	40%
	50%
	60%
	60%


	Low Savings Targets
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Nominal dollars
	Proposed Budget
	First Year
	 Second Year 
	 Third Year 
	Fourth Year
	 Fifth Year 
	Sixth Year

	Savings in Sheriff Activities: 
	$1,237,866 
	($324,940)
	($409,424)
	($573,194)
	($752,317)
	($947,919)
	($995,315)

	Savings in Courts, PAO, OPD
	$236,970 
	($41,470)
	($52,252)
	($109,729)
	($144,019)
	($181,464)
	($190,537)

	Savings in General Govt Activities 
	$239,036 
	($20,916)
	($26,354)
	($83,014)
	($116,220)
	($152,538)
	($160,165)

	Savings in TT Health and Human Serv
	$29,868 
	($2,613)
	($3,293)
	($10,373)
	($18,152)
	($22,872)
	($24,016)

	Savings in Parks/DDES
	$113,760 
	($24,885)
	($31,355)
	($52,677)
	($69,138)
	($87,114)
	($91,470)

	Totals
	$1,857,500 
	($414,824)
	($522,678)
	($828,986)
	($1,099,846)
	($1,391,908)
	($1,461,503)


� For example, in the park and pool transfer process, park transfers were allocated no funds, regardless of the size of the park.  Pool transfers incorporated a cash transfer to recipients based on:  (1) six-months mothball cost for the facility, and (2) five years’ anticipated capital expenditure for the facility.  While formulaic, the actual dollars transferred with pools were different in each case.


� For additional discussion of the underlying methodology, refinements, and results of the General Fund Target Savings Model for Annexations see the 2005 Attachment A to the Issaquah Annexation ILA as well as the Regional Governance Chapters in the 2006 and 2007 Executive Proposed Budgets.


� These estimates will change in time based on inflation and other factors.
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