Fiscal Analysis in Support of Benson Hill Annexation Interlocal Agreement with the City of Renton and Use of Annexation Incentive Funds


Estimated Expenditure Savings and Revenue Reduction from annexation of 

 Benson 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 agreement with the City of Renton this Attachment identifies the levels of General Fund budget reductions that will be necessary to realize financial benefits upon the annexation of the urban unincorporated area of Benson Hill.  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.

The proposed interlocal agreement would utilize a maximum of $950,000 of the $10 million Current Expense Fund Annexation Reserve; $250,000 REET II Annexation Incentive Reserve; and $500,000 roads annexation incentive capital project funds in the form of roads overlay improvements.  This area represents 4.6% of the $21.1 million annual urban local service deficit estimated for 2008 and 8.2% of the major PAAs population (excluding Auburn Lea Hill and West Hill).
The annexation will become effective on or before March 1, 2008.  No specific reduction proposals for CX funded agencies were set forth in the 2008 Executive Proposed budget.  Such recommendations will be made in a supplemental request after the November 6, 2007 election.  Instead, several reduction scenarios are presented to serve as benchmarks to guide subsequent budget decisions.
While no specific agency targets have been identified, it is important to note that 57 percent of CX expenditures in this PAA support Sheriff operations in the area.  The difficult reality facing the county is that the 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 2008 Executive Proposed Budget data is presented to illustrate the magnitude of anticipated revenue loss and commensurate expenditure reductions that would be necessary when the annexation is effective.

The attachment is organized into the following sections:

Section 1: Aggregate savings projections from annexation modeled under various scenarios;

Section 2:  Impact on Non CX Funds including Roads, Parks, REET, and DDES from the annexation;
Section 3: General Fund Target Savings Model presenting the model and the assumptions used to project future savings benchmarks from annexation, and; 
Section 4:  Budget Savings Targets by General Fund Program Area by Year under each Scenario.
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 using mathematical formulas based on population or acreage or even CX deficits is not easily applicable.
  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 proposal included in the proposed ILA is the result of negotiations between the city of Renton and the County, the proposal is 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 Impacts of Benson Hill Annexation
The Executive proposal to provide General Fund Annexation Incentive Funds to the city of Renton is 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 decisions 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 models are based on the 2008 Executive Proposed Budget General Fund Local Service Revenues and Expenditures.  

Table 1

2008 Executive Proposed Budget

General Fund (CX) Local Service Revenues and Expenditures

By Program Area
	2008
	Benson Hill Communities

	Revenues
	$2,569,193 

	 
	 

	Expenditures
	 

	Sheriff
	$1,884,966 

	District Court/Jail/PAO/OPD
	$362,775 

	CIP
	$87,542 

	General Government
	$254,814 

	Health & Human Services
	$75,176 

	Parks & DDES 1
	$560,435 

	Other Agencies
	$81,274 

	Underexpenditures
	($26,963)

	Total Expenditures
	$3,280,018 

	Surplus/(deficit)
	($710,825)


1 The methodology for the allocation of the Parks CX Transfer was modified after the 2008 Executive Proposed Budget was submitted to Council.  This allocation of the transfer was revised to better reflect how it is spent in local urban parks.  The revision decreases the allocation attributed to the Benson Hill Communities from $1,419,497 to $454,079.  
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 high savings (HST) and low savings (LST) target scenarios that phase 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 2013 and payback periods are presented in Table 2 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
Summary of General Fund Incentives, 

Payback Year and Projected Cumulative Fiscal Impact by Target Savings Scenario
(In Millions of 2008 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
	2013 Cumulative General Fund Impact
	Payback

Year
	2013 Cumulative General Fund Impact
	Payback

Year
	2013 Cumulative General Fund Impact

	Benson Hill
	$0.95 
	Mar-08
	-
	$0.6
	-
	$(2.7)
	-
	$(6.0)


Table 3 presents the annual incremental net impact of annexation of the Benson Hill area.  In considering the savings projections in this manner, the annual net benefit or loss under the various scenarios is shown.  Under the HST and LST 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.  The Executive Proposed Reduction is level given the constants savings assumptions of the proposed reductions.
Table 3
Summary of Annual Projected General Fund Savings 

by Local Service Budget Reduction Scenarios

(In 2008 dollars)

	 
	Low Savings Target
	Direct Service Cot Savings Target
	High Savings Target

	2008
	($1,475,869)
	($441,261)
	($542,365)

	2009
	($1,606,761)
	($497,489)
	($334,912)

	2010
	($1,162,346)
	($470,361)
	$123,444 

	2011
	($821,715)
	($443,913)
	$144,291 

	2012
	($494,445)
	($418,129)
	$589,160 

	2013
	($468,592)
	($392,997)
	$604,790 

	Cumulative Savings
	($6,029,727)
	($2,664,150)
	$584,408 


The Benson Hill annexation of approximately 16,900 residents is on the November 6, 2007 general election ballot.  Assuming a positive outcome, the annexation would be effective on or before March 1, 2008.  The model projections presented above demonstrate that the County will not secure a payback for the $950,000 investment of CX incentive dollars by 2012 under any of the target scenarios.  Under the High Savings Target the payback would be reached in 2014.  This scenario will require considerable fiscal discipline on the County’s part to implement.
In addition, Renton would receive $250,000 of REET II funds as an incentive premium associated with assuming ownership of all county local parks in the area.  $500,000 of road overlay improvements is also included in the ILA for annexation of this area.

Under the High Savings Target Scenario, the payback for the $950,000 in CX annexation incentive funds would not be reached until 2014.  Cumulative aggregate savings under the High Savings Target Scenario for Benson Hill are projected to be $584,408 by 2013.  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 2013, if the high savings targets are implemented, the annual net savings would be as high as $604,790 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 area.
Under the Direct Service Cost Savings Scenario, the payback is not reached within the years modeled and the county is, on net, worse off through 2013.  This occurs because, on an annual basis, the total projected target cuts for the annexation are less then the foregone local revenues.  Under the Low Savings Target Scenario, the county is, on net, considerably worse off through 2013.  
The Direct Service  Cost Savings and Low Savings Scenarios demonstrate 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.
If the Benson Hill Communities choose to annex to the City of Renton, the county will need to strive to implement the budget reductions that are higher than those modeled in the high target scenario to achieve fiscal benefits for the General Fund.  
Section 2: Impact of Annexation on Non CX Funds

This section is divided into two parts.  The first identifies the fiscal impacts of the Benson Hills Annexation.  The impact of annexation on the non CX funds is highlighted separately given that it is anticipated to be effective in 2008.  The second section provides information and tables identifying the revenue losses and 2008 expenditure data by Fund and Potential Annexation Area for the five local service related funds:  Roads, Parks, DDES, SWM, and REET for the Benson Hill annexation.  These areas are highlighted to provide context for the impacts of annexation on the Non CX Funds.

BENSON HILLS ANNEXATION AREA

The 2008 foregone revenues for the non-General Fund agencies providing local services to the Benson Hill Annexation area are projected to be:  $3.246 million for the Roads Fund; $787,070 for the Surface Water Management Fund; $1.121 million in DDES fees; and $442,156 in REET revenues.  All of these agencies will adjust 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 ANNEXATION OF BENSON 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 financial plan.  The data in this section is based on 2008 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
.  The Executive has not proposed specific budget reductions to offset future revenue losses for the Benson Hill area 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 the annexing area 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 impact on Roads revenue assuming annexation of the area, based on the 2008 Executive Proposed Budget, is shown in Table 4.  Roads Fund annual expenditures include direct and overhead operating costs and CIP Roads County Wide expenditures.  These expenditures are generally allocated by road miles formulas and are area specific.  

Table 4
Impacts of Benson Hill Annexation
Roads Fund

	ROADS FUND
	Benson Hill Communities

	Revenues
	$3,246,576 

	Expenditures
	$4,521,834 

	Operating Costs
	$4,304,455 

	CIP (Roads County Wide) Expenditures
	$217,379 

	Remaining reduction needed to balance 1
	$1,275,258 


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

Overall, based on 2008 allocation of PAA expenditures and revenues, these annexations would result in a net revenue gain of nearly $1.3 million after PAA specific operating and capital savings are made.
Parks Operating Fund 

The Parks Fund revenues shown below include both business revenues and CX transfer funds.  Approximately 63% of the revenue for the Benson Hill area is made up of CX transfer.  This annexation area will result in a savings to the CX fund and the net result will be a relatively neutral impact on the Parks Fund.  Reduction of the Parks CX transfer estimated at $445,000 represents a potential benefit to the General Fund that is accounted for in the General Fund analysis section.
Table 5
Impacts of Benson Hill Annexation
Parks Operating Fund

	PARKS FUND
	Benson Hill Communities

	Revenues (Business revenues and CX transfer)
	$722,152

	Expenditures
	$746,361

	Remaining reduction needed to balance 1
	$24,209


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

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, approximately 95% are from permitting activities.  The expenditure estimates were provided by DDES based on their models.  The Benson Hill annexation will have a relatively neutral impact to the DDES Fund.
Table 6
Impacts of Benson Hill Annexation
DDES Fund

	DDES FUND
	Benson Hill Communities

	Revenues
	$1,121,141 

	Expenditures
	$1,234,501 

	Remaining reduction needed to balance 1
	$113,360 


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

SURFACE WATER MANAMENT (SWM) FUND 

The annexation or incorporation of all of these areas results in a total SWM revenue loss of approximately $674,277 based on 2008 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 financial plan.
Table 7
Impacts of Benson Hill Annexation
SWM Fund

	SWM FUND
	Benson Hill Communities

	Revenues
	$787,070 

	Expenditures
	$484,179 

	Remaining reduction needed to balance 1
	($302,891)


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 Benson Hill results in a REET net revenue loss of $442,156 which will negatively impact the Parks Capital Program.
Table 8
Impacts of Active ILAs

REET Fund

	REET FUND
	Benson Hill Communities

	Revenues
	$442,156 

	Expenditures
	$0 

	Remaining reduction needed to balance 1
	($442,156)


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

SUMMARY
Based on 2008 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 represent levels of program adjustments that can be adequately managed within the funds without broad department wide cuts.  Further, in the case of the Roads Division, the agency sheds far more in costs than it loses in revenues.  This will not 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.  However, in this instance, the benefit to the Roads Fund of no longer serving the Benson Hill area provides an additional financial basis supporting the provision of incentive funds to the City of Renton.

Section 3:   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.  In developing the savings model in 2006, 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.  Today, we continue to model six year impacts.  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 8
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 
	17%
	20%
	40%
	40%
	60%
	60%

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

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


Table 9
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 10
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 as was done for the Executive Proposed reductions for the Auburn Lea Hill and West Hill annexations.  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 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 for the Benson Hill 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 agreement.
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 2008 Proposed Budget, however further adjustments have been made to the Parks transfer to reflect more accurate methodology for the CX transfer.

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
	2008
	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: 
	$1,884,966 
	($1,108,360)
	($1,583,371)
	($1,870,358)
	($1,963,875)
	($2,291,188)
	($2,405,747)

	Savings in Courts, PAO, OPD
	$362,775 
	($152,366)
	($228,548)
	($319,968)
	($335,966)
	($440,955)
	($463,003)

	Savings in General Govt Activities 
	$396,667 
	($55,533)
	($83,300)
	($174,930)
	($183,676)
	($289,290)
	($303,755)

	Savings in TT Health and Human Serv
	$75,176 
	($31,574)
	($47,361)
	($66,305)
	($69,620)
	($91,376)
	($95,945)

	Savings in Parks/DDES
	$560,435 
	($235,383)
	($353,074)
	($494,304)
	($519,019)
	($681,212)
	($715,273)

	Totals
	$3,280,018 
	($1,583,215)
	($2,295,654)
	($2,925,864)
	($3,072,157)
	($3,794,022)
	($3,983,723)


	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
	2008
	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: 
	$1,884,966 
	($1,266,697)
	($1,583,371)
	($1,662,540)
	($1,745,667)
	($1,832,950)
	($1,924,598)

	Savings in Courts, PAO, OPD
	$362,775 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in General Govt Activities 
	$396,667 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in TT Health and Human Serv
	$75,176 
	$0 
	$0 
	$0 
	$0 
	$0 
	$0 

	Savings in Parks/DDES
	$560,435 
	($423,689)
	($529,611)
	($556,092)
	($583,896)
	($613,091)
	($643,746)

	Totals
	$3,280,018 
	($1,690,386)
	($2,112,983)
	($2,218,632)
	($2,329,563)
	($2,446,041)
	($2,568,343)


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
	2008
	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: 
	$1,884,966 
	($395,843)
	($593,764)
	($831,270)
	($1,091,042)
	($1,374,713)
	($1,443,448)

	Savings in Courts, PAO, OPD
	$362,775 
	($60,463)
	($76,183)
	($159,984)
	($209,979)
	($264,573)
	($277,802)

	Savings in General Govt Activities 
	$396,667 
	($33,056)
	($41,650)
	($131,197)
	($183,676)
	($241,075)
	($253,129)

	Savings in TT Health and Human Serv
	$75,176 
	($6,265)
	($7,893)
	($24,864)
	($43,513)
	($54,826)
	($57,567)

	Savings in Parks/DDES
	$560,435 
	($98,076)
	($147,114)
	($247,152)
	($324,387)
	($408,727)
	($429,164)

	Totals
	$3,280,018 
	($593,702)
	($866,605)
	($1,394,467)
	($1,852,596)
	($2,343,914)
	($2,461,110)


� 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.


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


� 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.
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