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SECOND DRAFT City of Fairwood Incorporation Study

Impacts of the Pessimistic Scenario on Incorporation

Lower population growth (0.3%) for Fairwood translates to lower revenues
but also lower costs than estimated in the baseline scenario. Population in
2010 would be approximately 1,100 people fewer than assumed in the
baseline scenario. There would also be about 430 fewer housing units.

Under the pessimistic scenario, general fund revenues would be
approximately one million dollars or 12 percent lower than the baseline
scenario in 2010. The two largest sources of general revenue, property tax
and sales tax would be approximately $220,000 (6 percent) less and $345,000
(14 percent) less in this case. General fund expenses would be approximately
$632,000 less under the pessimistic scenario in 2010, due to the fact that
there are fewer people to serve. The two major expenses, police and public
works, would be about four percent and two percent less respectively. While
the $1.1 million surplus in general fund revenues in 2010 was estimated in
the baseline scenario, the pessimistic scenario shows that surplus to shrink
by nearly a third to $720,000.

The difference between funding and costs available for streets shrinks in the
pessimistic scenario. Costs stay fixed in the pessimistic scenario because the
projects and needed street maintenance stay the same, but revenues decline
by over one million or 37 percent. Under the pessimistic scenario, revenues
for street capital investments outweigh capital project costs by $517,000
compared to $1.5 million under the baseline scenario. Surface water
management costs also remain constant under the pessimistic scenario while
revenues decline by $50,000.

Impacts of the Optimistic Scenario on Incorporation

Continued population growth at historical levels combined with increased
local retail sales and a 2008 base year for levying property taxes increases
revenues significantly while costs remain the same. Under the optimistic
scenario, general fund revenues would be approximately $661,000 or 8
percent greater than the baseline scenario in 2010. Property tax and sales tax
revenues would be approximately $356,000 (9 percent) greater and $304,000
(12 percent) greater in this optimistic case. General fund expenses would
remain a constant $7.5 million dollars under the optimistic scenario in 2010.
The surplus in general fund estimated for 2010 would increase by over
$661,000 compared to what is estimated in the baseline case.

The difference between funding and costs available for local streets widens in
the optimistic scenario. Costs stay fixed in the optimistic scenario, but real
estate excise tax revenues increase by nearly $98,000. Under the optimistic
scenario, revenues for street capital projects outweigh costs by $1.6 million
compared to $1.5 million under the baseline scenario. Surface water
management costs and revenues remain constant under the optimistic
scenario.
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APPENDIX C: FAIRWOOD POPULATION BASELINE, FORECASTS AND
METHODOLOGY

Appendix C presents an overview of methodologies used to (1) estimate
baseline population and demographic data for the Fairwood Incorporation
Area and (2) estimate future population growth scenarios.

Baseline Population and Demographic Data Calculations for the Fairwood
Incorporation Area

Currently, there are no existing sources of population or demographic data
published specifically for the Fairwood Incorporation Area, therefore existing
data sources were tailored to best represent current and future conditions in
the Fairwood area.

Demographic statistics for the Fairwood Incorporation Area are estimated
using a fairly simple methodology involving US Census block groups, county
parcels, and county assessor’s data. The Census and Washington State Office
of Financial Management (OFM) publish population and housing estimates
by block group. The Fairwood incorporation area is covered by 28 block
groups. Of these 28 block groups, 9 are completely contained by the
incorporation area while the remaining 19 fall somewhere along the
incorporation area boundary.

In addition, King County tax assessors’ parcel data provide a reliable means
to understand how many housing units are in the Fairwood study area. The

study area includes 7,311 parcels (King County 2007, CAI 2008). In addition
to being useful for counting housing units, the parcel and housing unit data

provide a convenient means to allocate block group data to areas within and
outside the Fairwood proposed incorporated area.

As shown in Exhibit C-1, each of the 19 “border block groups” is divided into
two sections: 1) the area inside the incorporation area and 2) the area outside
the incorporation area.
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Exhibit C-1
Fairwood Incorporation Area and US Census Block Groups
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1: Area of block group inside incorporation area
2: Area of block group outside incorporation area

Sources: King County 2007, U.S. Census 2000, Community Attributes 2008

Using 2007 King County assessor’s data, the number of housing units can be
calculated for the “inside incorporation area” and “outside incorporation area”
of each of the 19 block groups. As shown in Exhibit C-2 parcels can be
assigned in or out of the study area based on the area in which each parcel’s
centroid falls. (A centroid is the geographic center of a polygon.)
Exhibit C-2
Parcel Centroids Assigned To Block Group Areas

@ Parcel Centroids In Inc. Area
X Parcel Centroids Outside Inc. Area

D Border Block Groups

ﬂ Fairwood Incorporation Area
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Housing-unit counts are then aggregated for the parcel centroids inside and
outside the block group. (Parcel centroids do not necessarily correlate to
housing units. Some parcels may have multiple units, while others will have
none.) The resulting housing-unit counts for both halves of each block group
can be used to assign a “% of units in incorporation area” ratio to each
“border block group”, as shown in Exhibit C-3.

Exhibit C-3
Percentage of Units in Incorporation Area Ratios

D Border Block Groups

[Z Fairwood Incorporation Area

In order to estimate the population and other demographic statistics of each
block group area inside the incorporation area, known statistics for each
block group are multiplied by the “% of units in incorporation area” ratio.
Statistics for the entire incorporation area are then estimated by summing
the resulting totals to the known statistics of the block groups that are
completely contained by the incorporation area. Exhibit C-4 lists the fields
summed for the incorporation area and the respective sources of the data.

Exhibit C- 4
Variables and Respected Sources

Variable Source Agency Source Data

2007 Population Office of Financial Management Small Area Estimate Program: 2007 Block Group Estimates
2007 Housing Units Office of Financial Management Small Area Estimate Program: 2007 Block Group Estimates
2000 Median Household Income US Census Bureau Summary File 3

2000 Sex Distribution US Census Bureau Summary File 3

2000 Age Distribution US Census Bureau Summary File 3

2000 Race Distribution US Census Bureau Summary File 3

2000 Education Attainment Distribution US Census Bureau Summary File 3
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Exhibit C-5 displays the population and housing unit results as well as the source data
used to achieve the given estimates.

Exhibit C-5

Population and Housing Unit Estimates,

Fairwood Proposed Incorporation Area, 2007

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

=(5)/(4) =(6) *(2) =(6) *(3)
Entire Block Group In Incorporation Area
OFM 2007 OFM 2007 2007 Parcel 2007 Parcel % of OFM 2007 OFM 2007
Block Group Population Housing Units Housing Units Housing Units  Units Population  Housing Units
530330257024 415 159 119 119 100% 415 159
3 530330293042 1,235 399 225 225 100% 1,235 399
§ - 530330319071 894 320 379 379 100% 894 320
2 2 530330319072 443 172 154 154 100% 443 172
3w 530330319075 518 185 317 317 100% 518 185
G S 530330319081 841 416 164 164 100% 841 416
§ 530330319082 697 235 188 188 100% 697 235
o 530330319083 1,467 676 225 225 100% 1,467 676
530330319084 1,482 685 97 97 100% 1,482 685
530330257022 1,066 381 327 170 52% 554 198
530330257025 686 214 264 121 46% 314 98
530330258041 960 328 374 0 0% 0 0
530330258043 502 176 160 160 100% 502 176
2 530330258044 1,081 396 371 227 61% 661 242
.% 530330293043 1,827 840 135 122 90% 1,651 759
§ 530330293044 1,036 355 571 571 100% 1,036 355
‘; 530330293072 693 216 222 222 100% 693 216
E 530330293073 1,738 573 539 533 99% 1,719 566
E 530330293074 724 248 222 132 59% 431 147
Z 530330318001 695 259 189 3 2% 11 4
3 530330319061 1,314 493 434 199 46% 603 226
E 530330319062 2,022 729 722 412 57% 1,154 416
8 530330319073 2,089 900 347 147 42% 885 381
@ 530330319074 2,086 749 543 543 100% 2,086 749
530330319076 1,410 448 389 389 100% 1,410 448
530330319091 1,497 600 263 263 100% 1,497 600
530330319092 483 169 202 202 100% 483 169
530330319093 1,331 456 421 421 100% 1,331 456
Totals 31,232 11,775 8,563 6,705 25,013 9,453

Sources: King County 2007, Washington State Office of Financial Management 2007,

Community Attributes 2008
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Population Growth Scenario Calculations for the Fairwood Incorporation

Area

Baseline population estimates placed the 2007 population of Fairwood at
approximately 25,000 versus 22,100 in 2000. For the purposes of analyzing
incorporation feasibility, we project the fiscal implications of growth using
population forecast scenarios. Exhibit C-6 below shows the population
growth rates applied in this incorporation study and Exhibit C-7
demonstrates the detailed calculations and sources for calculating
compounded annual growth rates (CAGR). As the basis for this incorporation
study we have opted to use a high-growth scenario of 1.8% compounded
annual population growth.

Exhibit C-6. Estimated Fairwood Population Growth Scenarios

Fairwood Population Growth Scenarios CAGR
Low-Growth Scenario (King County Growth Targets) 0.3%
Medium-Growth Scenario (PSRC Forecasts) 0.8%
High-Growth Scenario (Continued Historic Growth Rate) 1.8%

The low growth scenario is based on previous growth targets adopted by in
King County, Countywide Planning Policies. It should be noted that King
County and local cities are currently in the process of establishing new 20-
year growth targets to be released in 2009, resulting in new growth targets
that Fairwood would need to accommodate. Revisions to current established
growth targets are driven by two primary factors.

1. The Office of Financial Management’s (OFM) newly published forecasts
predict higher growth rates for King County than previously anticipated.

2. The Puget Sound Regional Council’s (PSRC) Vision 2040 establishes a
new growth targeting process.

King County and local cities are adjusting growth targets to accommodate
higher growth forecasts by OFM while integrating a new targeting processes
set forth by PSRC. As a result, growth targets for the Fairwood Area
previously estimated, along with those estimated in this incorporation study,
may differ from those published by King County in 2009.
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Exhibit C-7. Fairwood Growth Forecast Scenario Calculations

Growth Forecast Scenario Calculations Table

Low-Growth Scenario (King County Housing Targets)

2001- 2022 Renton PAA Household Targets 1,739
Fairwood's Share of Buildable Land (Rough Estimate/ King Co.) 33%
Fairwood Share of Household Targets 574
Annual Household Growth 2001 - 2022 (Average) 27
Fairwood Persons per household, 2000 2.7
Annual Population Growth (Average) 74
2014 Population Based on Household Target Growth 25,520
Annual Population Growth Rate based on Household Targets 0.3%

Medium-Growth Scenario (PSRC Forecasts)
PSRC Weighted FAZ Population Forecast, 2000-2020 cagr 0.8%

High-Growth Scenario (Continued Historic Growth Rate)

2000 Population (US Census, OFM Est.) 22,100
2007 Population (Community Attributes's Est.) 25,000
Historic compounded annual growth rate, 2000 - 2007 1.8%

In Exhibit C-7 above, the low growth scenario utilizes household growth
forecasts for the City of Renton Potential Annexation Areas (PAA)
established by the King Countywide Planning Policies. Household targets
for Renton PAA represent combined land area for the Benson Hill, East
Renton, West Hill and Fairwood PAAs. Overall Renton PAAs are expected to
accommodate 1,739 new households from 2001 to 2022. To assign
Fairwood’s “share” of anticipated new households, the percentage of
combined buildable lands capacity in Renton PAA located in the Fairwood
Incorporation Area was calculated as roughly 33%. Fairwood’s portion of
buildable land capacity (33%) is multiplied by the total PAA growth target
(1,739), resulting in approximately 570 new households anticipated in the
Fairwood Area between 2001 and 2022. Based on an average household size
of 2.7 persons specified in the King County Master Plan Housing Technical
Appendix, we estimate that annual population of approximately 74 persons
or 0.3% annual compounded population growth.

The medium growth scenario of 0.8% utilizes the Puget Sound Regional
Council’s Forecast Analysis Zone (FAZ) estimates for the Fairwood area. FAZ
population forecasts from 2000 — 2040 were obtained for each FAZ and
customized to the Fairwood Incorporation Area using a weighted sum and
averaging approach using a GIS.

The high growth scenario of 1.8% compounded annual population growth
represents historical population trends from 2000 to 2007. Population for
2000 and 2007 were customized for the Fairwood area using Office of
Financial Management block group population estimates.
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APPENDIX D: IDENTIFICATION OF COMPARABLE CITY FOR FAIRWOOD
INCORPORATION STUDY

This study uses the “comparable city” method to develop estimates of most
costs and revenues for Fairwood. The premise of this method is that another
city that is comparable to the Fairwood area can provide revenue and cost
data that is a reliable indicator of Fairwood’s revenues and costs.

In coordination with the incorporation proponents (Fairwood Municipal
Initiative) and the Boundary Review Board’s subcommittee for Fairwood, the
City of Maple Valley was chosen as the most comparable city to a potential
City of Fairwood. This appendix outlines the criteria used to select the City of
Maple Valley. The comparable cities included in this analysis are (in
alphabetical order):

Black Diamond
Bothell

Burien
Carnation
Covington

Des Moines
Kenmore

Lake Forest Park
Maple Valley
Newcastle
Pacific

SeaTac

Exhibit D-1 provides basic characteristics of the Fairwood Incorporation
Area and selected comparable cities. The 2007 population of Fairwood in
25,013 compared to nearly 20,000 in the City of Maple Valley. While cities
such as SeaTac and Des Moines maintain a similar 2007 population when
compared to the Fairwood area, the physical make-up of these communities
differs significantly from Fairwood. Maple Valley’s population and
development characteristics are comparatively representative of Fairwood.
In 2007, there were approximately 9,450 housing units in Fairwood compared
to 7,067 in the City of Maple Valley. Each community has similar median
household incomes and similar persons per housing unit ratio (2.6 for
Fairwood and 2.8 for Maple Valley).

Fairwood and Maple Valley are also primarily residential in nature. Maple
Valley has a slightly higher employment base and employment to housing
unit ratio (3,561, 0.50) compared to the Fairwood area (2,178, 0.23) in 2007.
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Exhibit D-1. Comparable City Characteristics

2007 2007 Housing 2000 Median 2007 Total Employment to
Population Units Household Income Employment Housing Units
Fairwood 25,013 9,453 71,127 2,178 0.23
Black Diamond 4,120 1,590 67,092 559 0.35
Bothell 32,291 13,614 59,264 11,321 0.83
Burien 31,410 14,023 41,577 11,682 0.83
Carnation 1,897 655 60,156 288 0.44
Covington 17,121 5,651 63,711 3,803 0.67
Des Moines 28,468 11,775 48,971 5,539 0.47
Kenmore 19,952 8,256 61,756 4,319 0.52
Lake Forest Park 12,749 5,224 74,149 1,523 0.29
Maple Valley 19,992 7,067 67,159 3,561 0.50
Newcastle 9,526 3,902 80,320 1,724 0.44
Pacific 6,458 2,318 45,673 1,500 0.65
SeaTac 25,530 10,346 41,202 28,746 2.78
Source OFM, 2007 OFM, 2007  US Census, 2000 PSRC, 2007 PSRC 2007, OFM
2007
Exhibit D-2 provides a comparison of development characteristics. Fairwood
and Maple Valley are both similar in land area, encompassing 4,012 acres
and 3,628 acres respectively. Both areas have similar level of density
represented by existing floor-to-area ratios (Fairwood 0.11, Maple Valley,
0.10) and land area with low improvement-to-land value ratios (Fairwood
1,339 acres, Maple Valley 1,280 acres). 2007 Aggregate Assessed Value is
also similar in the communities; $2.3 billion for Fairwood and $2.0 billion for
Maple Valley respectively.
Exhibit D-2. Comparable City Development Characteristics
Total Vacantand  Vacant and Low-
Gross Land Number Of Density (Floor-To- VacantLand Redevelopable Redevelopable Improvement Value Total 2007 Assessed
Area (Acres) Parcels Area Ratios) (acres)* Land (acres)* (acres)* Land (Acres) Value
Fairwood 4,012 7,311 0.11 109 301 410 1,339 $ 2,292,105,525
Black Diamond 4,304 1,821 0.01 624 55 679 3,100 $ 523,062,065
Bothell 3,630 4,779 0.12 161 177 339 1,484 $ 2,361,021,240
Burien 4,757 9,969 0.15 49 220 268 1,152 $ 3,604,201,400
Carnation 747 698 0.05 23 21 45 359 $ 193,521,300
Covington 3,742 6,106 0.08 152 389 541 1,471 $ 1,732,238,414
Des Moines 4,185 8,426 0.13 97 180 277 1,096 $ 2,481,886,400
Kenmore 3,948 6,688 0.10 106 307 413 1,972 $ 2,540,870,333
Lake Forest Park 2,299 4,901 0.13 51 88 139 1,115 $ 1,985,973,400
Maple Valley 3,628 7,247 0.10 10 31 41 1,280 $ 1,971,265,100
Newcastle 2,854 3,570 0.08 106 147 253 1,155 $ 1,720,515,550
Pacific 1,168 1,776 0.08 26 104 130 444 $ 402,138,600
SeaTac 6,587 6,551 0.11 62 409 472 1,815 $ 4,061,039,688
Source King County,  King County, King County, King County, King County, King County and
2007 2007 King County, 2007 2007 2007 2007 CAl, 2007 King County, 2007
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Exhibits D-3 through D-5 present demographic characteristics for the
comparable cities. Fairwood and Maple Valley maintain very similar
demographic characteristics. Fairwood has a slightly more diverse population
and generally maintains a slightly higher degree of education attainment.

Exhibit D-3. Comparable City Demographic

Characteristics
Sex Age

Male Female 0-9 10-14 15-17 18-24 25-34 35-44 45-54 55-64 65-74 75+
Fairwood 50% 50% 14% 8% 5% 8% 12% 19% 17% 9% 4% 2%
Black Diamond 52% 48% 17% % 6% 8% 14% 19% 14% 8% 4% 4%
Bothell 48% 52% 13% 7% 5% 9% 14% 19% 16% 8% 5% 5%
Burien 49% 51% 12% 6% 3% 7% 13% 18% 16% 10% 7% %
Carnation 49% 51% 21% 9% 5% 6% 16% 24% 11% 4% 2% 3%
Covington 52% 48% 18% 10% 6% 7% 15% 21% 13% 5% 3% 1%
Des Moines 48% 52% 13% 7% 4% 8% 15% 17% 13% 8% 6% 8%
Kenmore 50% 50% 13% 7% 5% 7% 14% 18% 18% 8% 7% 4%
Lake Forest Park 49% 51% 11% 7% 4% 6% 10% 17% 21% 11% 7% 5%
Maple Valley 50% 50% 19% 10% 4% 5% 16% 22% 13% 6% 2% 2%
Newcastle 49% 51% 15% 6% 3% 7% 16% 22% 16% 8% 5% 2%
Pacific 50% 50% 18% 9% 5% 10% 17% 19% 12% 5% 3% 2%
SeaTac 52% 48% 13% 7% 4% 11% 16% 17% 14% 8% 5% 4%
Source US Census, 2000 US Census, 2000

Exhibit D-4. Comparable City Race Demographic

Characteristics

White Black Indian Asian Pacific Islander Latino Other Mixed
Fairwood 77% 4% 0% 13% 0% 4% 1% 5%
Black Diamond 91% 0% 3% 2% 0% 8% 2% 2%
Bothell 86% 1% 1% 8% 0% 4% 2% 3%
Burien 75% 5% 1% 7% 1% 11% 6% 5%
Carnation 93% 1% 1% 2% 0% 4% 2% 2%
Covington 88% 2% 0% 3% 0% 4% 2% 4%
Des Moines 75% 7% 1% 8% 1% 7% 3% 4%
Kenmore 87% 1% 1% 7% 1% 4% 1% 3%
Lake Forest Park 84% 1% 0% 9% 1% 1% 1% 4%
Maple Valley 92% 1% 1% 3% 0% 3% 1% 3%
Newcastle 74% 1% 0% 19% 0% 5% 3% 4%
Pacific 87% 1% 2% 4% 0% 7% 2% 5%
SeaTac 62% 9% 1% 12% 2% 13% 7% 6%

Source US Census, 2000
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Exhibit D-5. Comparable City Educational Attainment Characteristics

< High High Some

School School College Bachelors > Bachelors
Fairwood 6% 20% 35% 29% 10%
Black Diamond 12% 29% 36% 15% 7%
Bothell 6% 21% 34% 29% 9%
Burien 15% 27% 36% 15% 6%
Carnation 10% 24% 36% 24% 6%
Covington 9% 26% 40% 20% 5%
Des Moines 12% 26% 39% 16% 7%
Kenmore 7% 16% 35% 27% 14%
Lake Forest Park 7% 15% 27% 30% 21%
Maple Valley 6% 18% 44% 24% 8%
NewCastle 4% 12% 29% 39% 15%
Pacific 15% 40% 36% % 3%
Seatac 19% 31% 35% 11% 4%
Source US Census, 2000
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APPENDIX E: ADDITIONAL MARKET CONSIDERATIONS

Demand for housing and commercial activity affects the revenues received
from Fairwood, as well as the demand for services. Key market
considerations and indicators are included in early sections of this report.
Population trends and forecasts (Appendix C) and retail sales analyses
(Appendix B, Exhibit B-2) provide important market assessments and
direct analysis of market impacts on revenues. This section provides
additional market considerations and provides market context for key
revenue and costs.

BUILDING ACTIVITY

Exhibit E-1 shows the number of new housing units permitted each year in
the Fairwood Area for 2000-2007. The building permit was provided by Puget
Sound Regional Council. Historical residential building activity indicates
that the actual number of housing permits exceeded our high growth
estimate in some years and has been less in other years. We conclude that
the estimates in the preliminary study are reasonable estimates for a typical
(average) year.

Exhibit E-1
Fairwood Residential Housing Permit Data, 2000 - 2007

Housing Permits

300

250

200

High Growth Scenario (av. 177 HU/yr)

150

100

50

0
2000 2001 2002 2003 2004 2005 2006 2007

Source: PSRC, Community Attributes

REAL ESTATE CONDITIONS

Exhibit E-2 and E-3 below show sales of real properties in the Fairwood
Incorporation Area for 2007 and 2008. Sales data for Fairwood were provided
King County Office of Management and Budget and Recorders Office, which
gathered the data to track real estate excise tax revenues.

In 2007, 341 properties were sold totaling over $200 million, representing 9
percent of the total assessed value base in the Fairwood area. Most of the
sales were residential properties (328), while one commercial property and 12
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vacant properties were sold. Total sales values were 1.4 times higher than
assessed values.

Exhibit E-2
Fairwood Real Property Sales, 2007

Land Use Commercial Residential Vacant TOTAL

Sale Amount S 1,440,000 $ 194,544,083 $ 4,418,200 $ 200,402,283
Number of Sales 1 328 12 341
Average Sale Price S 1,440,000 $ 593,122 $ 368,183 S 587,690
Assessed Value (AV) of Sales S 1,166,400 $ 139,257,000 $ 2,635,300 $ 143,058,700
Average AV of Sales S 1,166,400 S 424,564 $ 219,608 $ 419,527
Total Assessed Value by Land Use $ 52,973,000 S 2,134,532,100 S 2,292,105,525
Sale Value as a % of Total AV 3% 9% 9%
Sale:AV Ratio 1.23 1.40 1.68 1.40
Frequency of resales (years) 37 11 11

Source: King County Office of Management and Budget, King County
Assessors Office, King County Office of Recorder and Community Attributes

In 2008, 201 properties were sold at prices totaling $78.6 million (including
only typical market-based transactions, sometimes referred to as “arms
length”). Residential properties accounted for all 201 transactions in
Fairwood in 2008. Sales value accounted for 3 percent of the assessed value
base, down 6 percent in 2007. Sales values were higher than assessed values

again in 2008, down from 1.4 times greater than assessed value to 1.1 in
2008.

Exhibit E-3

Fairwood Real Property Sales, 2008
Land Use Residential
Sale Amount S 76,890,021
Number of Sales 201
Average Sale Price $ 382,537
Assessed Value (AV) of Sales S 70,280,000
Average AV of Sales S 349,652
Total Assessed Value by Land Use S 2,384,562,100
Sale Value as a % of Total AV 3%
Sale:AV Ratio 1.09
Frequency of resales (years) 31

Source: King County Office of Management and Budget, King County
Assessors Office, King County Office of Recorder and Community Attributes

Real estate trends were used to inform modeling of future tax revenues. The
2007 sale value as a percentage of total assessed value (9%) is used as a
turnover rate to calculate resale REET revenues. This means that 9% of the
assessed value base in Fairwood is expected to sell each year. The ratio of
sales value to assessed value was used to adjust assumptions for construction
based sales taxes. The average sale to assessed value ratio from 2007 to 2008
(1.25) 1s used to adjust the total assessed value per housing unit ($225,000) to
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an average sale value of $305,000 per housing unit. A scan of Windermere
Real Estate’s listing of available properties in Fairwood shows many
properties currently for sale in this price range.

Exhibit E-4 provides information on multi-family vacancy rates in the
Fairwood area and aims supplements findings in previous exhibits. Real
estate firms combine data for the Fairwood market with the Renton market
for multi-family properties. Vacancy rates for apartments in the Renton area
have been stable for the past two years between 3.8% and 5.2%, in line with
vacancy rates in surrounding communities (Exhibit E-4).

Exhibit E-4
Multi-Family Vacancy Rates, Comparable and Surrounding Cities, 2007Q3 - 2008Q2

2007, Q1 2007, Q2 2007, Q3 2007, Q4 2008, Q1 2008, Q2 2008, 03 _ Avg. Rate
Bothell 3.44% 2.94%  2.88%  3.88%  45/%  6.70% 4.42% 4.12%
Burien 3.80% 9.70%  353%  4.38%  4.31%  2.68% 6.72% 5.02%
Des Moines 4.93% 450%  5.39%  5.02%  4.84%  5.76% 4.32% 4.97%
Renton 5.10% 400%  4.40%  3.78%  5.35%  4.67% 5.52% 4.69%
Kent 4.79% 3.95%  4.15%  4.36% = 456%  4.15% 4.99% 4.42%

Source: Colliers International, Community Attributes.

EMPLOYMENT GROWTH

Fairwood is a bedroom community with a relatively low jobs-to-housing ratio
(0.23 jobs for every housing unit compared to 1.4 jobs to every housing unit
countywide). Employment in Fairwood would be expected to be similar to
population growth in the community. Puget Sound Regional Council
employment forecasts for the surrounding area suggest growth in Retail of
1.0% and Services of 2.0% per year from 2010 through 2040. PSRC forecasts
for Retail and Services region wide are 1.1% and 1.8%.

Exhibit E-5
PSRC Fairwood Employment Projections (FAZ Fairwood #3416)

2000 2010 2020 2030 2040
Manufacturing 19 25 34 44 56
WTCU 64 73 89 106 126
Retail 907 958 1,067 1,172 1,286
FIRES 884 1,027 1,287 1,554 1,871
Gov/Ed. 578 664 725 764 806
TOTAL 2,452 2,747 3,202 3,640 4,145

Source: PSRC, Community Attributes

The commercial center in Fairwood serves local residents with consumer
goods and services. The center is not a regional shopping destination and it
too would be expected to grow in line with the local population (though a
redevelopment strategy for the area could potentially increase the
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commercial district’s vitality as a town center). Other jobs in the community
reflect an assortment of consumer and professional services.

With no major employer or industry, one would expect employment in the
community to continue to serve the local population. The existing commercial
center does appear to offer an attractive sense of place. The area could
conceivably grow further with planning and investments geared toward
creating a stronger sense of place, along the lines of a town center. Center
planning and economic development strategies could increase employment
and economic activity in a new City of Fairwood.
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APPENDIX F: INCORPORATION PROCESS AND ROLE OF BOUNDARY
REVIEW BOARD

INCORPORATION PROCESS

The State of Washington, through the provisions of Chapter 35 and 35A RCW
provide for the creation of new cities through a petition process initiated by
residents of the area proposed to be incorporated. RCW 35.02.030 requires
that the petition:

(M

2
€)

“4)
)
(6)

Indicate whether the proposed city or town shall be a non-charter code city
operating under Title 35A RCW, or a city or town operating under Title 35
RCW;

Indicate the form or plan of government the city or town is to have;

Set forth and particularly describe the proposed boundaries of the proposed
city or town;

State the name of the proposed city or town;
State the number of inhabitants therein;

“Pray” the city or town be incorporated.

The process set out in the incorporation statutes for initiating incorporation
is shown in Exhibit F-1. In 1994 the legislature adopted SHB 2176 that
changed the process for handling of petitions (see steps 3 & 4 in Exhibit F-
1). The bill also provided a priority process for competing annexations and
incorporations, whereby annexations initiated within 90 days of the start of
the incorporation process would have priority over the incorporation effort.

Exhibit F-1: Incorporation Process

STEP 1:

STEP 2:

STEP 3:

STEP 4:

Interested persons or groups determine boundaries to be proposed

for new city, form of government proposed, etc. as prescribed in
RCW 35.02.030.

Proponents file notice of the proposal with County legislative
authority. Legislative authority advises Boundary Review Board
of notice. Pay $100 filing fee.

BRB holds preliminary hearing on the proposal within 30 days of
Step 2.

On day after meeting in Step 3, Auditor assigns petition a number.
Proponents must finalize legal description to be used on petition at
that time.
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STEP 5:

STEP 6:

STEP 7:

STEP 8:

STEP 9:

Proponents seek signatures, must have 10% of registered voters
signed no later than 180 days (or next business day) after
preliminary meeting in Step 2. (RCW 35.02.020 A)

With signatures completed, proponents file formal notice of
intention triggering the BRB review process.

BRB decides whether to invoke jurisdiction within 45 days of
receipt of formal notice of intention.

If BRB invokes jurisdiction, it holds hearings, conducts necessary
studies, and makes a recommendation about the proposal. The
BRB may amend boundaries pursuant to statutory requirements
and criteria (RCW 36.93.010 et seq., as amended by SHB 2176) as
part of its approval.

County legislative authority sets election date at next special
election held at least 60 days after BRB action. (RCW 35.02.078 as
amended by SHB 2176)

ROLE OF KING COUNTY BOUNDARY REVIEW BOARD IN
INCORPORATIONS

Although the title of the King County Boundary Review Board (BRB)
suggests that it is a county agency, the BRB for King County and all other
counties with populations of 210,000 was created directly by the Legislature.
The applicable statutes are codified in Chapter 36.93 RCW. The statute
specifies that counties with a population of one million or more have an
eleven member BRB, appointed as follows:

3 persons appointed by the governor

3 persons appointed by the county “appointing authority”

3 persons appointed by the mayors of the cities and towns located
within the county, and

2 persons shall be appointed by the board from nominees of special
districts in the county.

The Boundary Review Board’s task is to review certain annexations to cities
and special purpose districts, incorporations of new cities, and the creation of
new special purpose districts. The cases over which the BRB has jurisdiction
are set out in Chapter 36.93.090 RCW, as follows:

“The board may review any such proposed actions pertaining to:
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(1) The:

(a) Creation, incorporation, or change in the boundary, other
than a consolidation, of any city, town, or special purpose
district;

(b) consolidation of special purpose districts, but not including
consolidation of cities and towns; or

(c) dissolution or disincorporation of any city, town or special
purpose district, except that a board may not review the
dissolution or disincorporation of a special purpose district
which was dissolved or disincorporated pursuant to the
provisions of Chapter 36.96 RCW: PROVIDED, That the
change in the boundary of a city or town arising from the
annexation of contiguous city or town owned property held for a
public purpose shall be exempted from the requirements of this
section; or

(2) The assumption by any city or town of all or part of the assets, facilities, or
indebtedness of a special purpose district which lies partially within such city or town; or

(3) The establishment of or change in the boundaries of a mutual water and sewer
system or separate sewer system by a water district pursuant to Chapter 57.08.065 RCW
or Chapter 57.40 RCW, as now or hereafter amended; or

(4) The establishment of or change in the boundaries of a mutual sewer and water
system or separate water system by a sewer district pursuant to Chapter 56.20.015 RCW
or Chapter 56.36 RCW, as now or hereafter amended; or

(5) The extension of permanent water or sewer service outside of its existing
corporate boundaries by a city, town, or special purpose district.

Certain exemptions from BRB jurisdiction are also set out in Chapter
36.93.105 RCW.

While the Board is authorized to review any of the above actions, it does not
formally do so unless one of the following occurs within forty-five days of the
filing of a “notice of intention” by the jurisdiction proposing the action:

¢ Five board members request review (with significant exceptions)

¢ Any governmental unit affected requests review

e A petition requesting review is filed and signed by 5% of the registered
voters in the area, or the owners of 5% of the assessed valuation in the
area.

e A majority of the board members concur with a request from 5% of the
registered voters residing within 1/4 mile of the proposed action
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The objectives of the BRB are set out in Chapter 36.93.180 RCW, which reads

as follows:

Chapter 36.93.180 RCW Objectives of boundary review board. The
decisions of the boundary review board shall attempt to achieve the following

objectives:

(1)  Preservation of natural neighborhoods and communities;

(2) Use of physical boundaries, including but not limited to bodies of water,
highways, and land contours;

(3) Creation and preservation of logical service areas;

(4) Prevention of abnormally irregular boundaries;

(5) Discouragement of multiple incorporations of small cities and
encouragement of incorporation of cities in excess of ten thousand
population in heavily populated urban areas;

(6) Dissolution of inactive special purpose districts;

(7)  Adjustment of impractical boundaries;

(8) Incorporation as cities or towns or annexation to cities or towns of
unincorporated areas which are urban in character; and

(9) Protection of agricultural and rural lands which are designated for long term

productive agricultural and resource use by a comprehensive plan adopted by
the county legislative authority.

The Boundary Review Board statute also provides also provides guidelines
for the BRB’s to use in pursuing the state objectives as follows:

Chapter 36.93.170 RCW Factors to be considered by board - Incorporation
proceedings exempt from state environmental policy act. In reaching a
decision on a proposal or an alternative, the board shall consider the factors
affecting such proposal, which shall include, but not be limited to the following:

(1) Population and territory; population density; land area and land uses;
comprehensive plans and zoning, as adopted under Chapter 35.63, 35A.63, or
36.70 RCW; comprehensive plans and development regulations adopted under
chapter 36.70A RCW; applicable service agreements entered into under chapter
36.115 or 39.34 RCW; applicable interlocal annexation agreements between a
county and its cities; per capita assessed valuation; topography, natural
boundaries and drainage basins, proximity to other populated area; the existence
and preservation of prime agricultural soils and productive agricultural uses; the
likelihood of significant growth in the area and in adjacent incorporated and
unincorporated areas during the next ten years; location and most desirable future
location of community facilities;
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(2) Municipal services; need for municipal services; effect of ordinances,
governmental codes, regulations and resolutions on existing uses; present cost
and adequacy of governmental services and controls in area; prospects of
governmental services from other sources; probable future needs for such
services and controls; probable effect of proposal or alternative on cost and
adequacy of services and controls in area and adjacent area; the effect on the
finances, debt structure, and contractual obligations and rights of all affected
governmental units; and

(3) The effect of the proposal or alternative on adjacent areas, on mutual
economic and social interests, and on the local governmental structure of the
county.

The provisions of Chapter 43.21C RCW, State Environmental Policy, shall not
apply to incorporation proceedings covered by Chapter 35.02 RCW.

The BRB is also to act consistent with the Growth Management Act,
particularly with regard to the Urban/Rural line. (Chapter 36.93.157 RCW)
In other words, the BRB cannot allow the annexation or incorporation of
rural areas.

The BRB, then, has potential jurisdiction over the incorporation and
annexation alternatives, and may also play a role in the Status Quo
alternatives with regard to changes to any of the special purpose districts.
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APPENDIX G: KING COUNTY’S COUNTYWIDE PLANNING POLICIES
RELATED TO ANNEXATION AND INCORPORATION

3. Joint Planning and Urban Growth Areas around Cities

The Growth Management Act requires each County to designate Urban Growth Areas, in
consultation with cities. Within the Countywide Urban Growth Area, each city will
identify land needed for its growth for the next 20 years. Although the Growth
Management Act does not explicitly equate Urban Growth Areas with municipal
annexation areas, the Urban Growth Areas around cities may be considered potential
expansion areas for cities.

FW-13

LU-31

LU-32

LU-33

Cities are the appropriate provider of local urban services to Urban Areas either
directly or by contract. Counties are the appropriate provider of most
Countywide services. Urban services shall not be extended through the use of
special districts without the approval of the city in whose potential annexation
area the extension is proposed. Within the Urban Area, as time and conditions
warrant, cities should assume local urban services provided by special purpose
districts.

In collaboration with adjacent counties and cities and King County, and in
consultation with residential groups in affected areas, each city shall designate
a potential annexation area. Each potential annexation area shall be specific to
each city. Potential annexation areas shall not overlap. Within the potential
annexation area the city shall adopt criteria for annexation, including
conformance with Countywide Planning Policies, and a schedule for providing
urban services and facilities within the potential annexation area. This process
shall ensure that unincorporated urban islands of King County are not created
between cities and strive to eliminate existing islands between cities.

A city may annex territory only within its designated potential annexation area.
All cities shall phase annexations to coincide with the ability for the city to
coordinate the provision of a full range of urban services to areas to be
annexed.

Land within a city's potential annexation area shall be developed according to
that city's and King County's growth phasing plans. Undeveloped lands
adjacent to that city shall be annexed at the time development is proposed to
receive a full range of urban services. Subsequent to establishing a potential
annexation area, infill lands within the potential annexation area which are not
adjacent or which are not practical to annex shall be developed pursuant to
interlocal agreements between the County and the affected city. The interlocal
agreement shall establish the type of development allowed in the potential
annexation area and standards for that development so that the area is
developed in a manner consistent with its future annexation potential. The
interlocal agreement shall specify at a minimum the applicable zoning,
development standards, impact mitigation, and future annexation within the
potential annexation area.
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LU-34

Several unincorporated areas are currently considering local governance
options. Unincorporated Urban Areas that are already urbanized and are within
a city's potential annexation area are encouraged to annex to that city in order
to receive urban services. Where annexation is inappropriate, incorporation
may be considered.

Development within the potential annexation area of one jurisdiction may have impacts
on adjacent jurisdictions.

LU-35

A jurisdiction may designate a potential impact area beyond its potential
annexation area in collaboration with adjacent jurisdictions. As part of the
designation process the jurisdiction shall establish criteria for the review of
development proposals under consideration by other jurisdictions in the impact
area.

Each city with a potential annexation area shall enter into an interlocal
agreement with the County for defining service delivery responsibilities. A
financing plan for investments in the annexation areas shall be included in the
interlocal agreement for capital facilities and service delivery. Level-of-service
standards and financial capacity should be considered for each area, together
with density issues and phasing of developments.

In order to transition governmental roles so that the cities become the provider
of local urban services and the County becomes the regional government
providing Countywide and rural services, unincorporated Urban Growth Areas
are encouraged to annex or incorporate within the 20-year timeframe of these
Policies. To achieve this goal, all cities that have identified potential
annexation areas shall enter into interlocal agreements with King County that
includes a plan for development standards and financing of capital and
operating expenditures during the period prior to annexation.
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APPENDIX H: KING COUNTY POLICIES AND PROGRAMS RELATED TO
ANNEXATION AND INCORPORATION

King County has a number of adopted policies and programs that consider
annexations and incorporations in light of the State’s Growth Management
Act requirements. The following information is intended to clarify King
County’s role as a local government in annexation or incorporation of
unincorporated areas within of the Urban Growth Boundary and provide
information to assist the public in making thoroughly informed decisions
about governance.

I. The Annexation and Incorporation Process

The annexation and incorporation process is a citizen driven process.
Washington State law requires that the residents of a community initiate
both annexation and incorporation proposals. The Boundary Review board
acts on specific proposals according to RCW 35.02 and 36.93.

Il. Adopted Annexation and Incorporation Policies

State law requires the development of countywide planning policies that
establish a framework to develop and adopt consistent comprehensive plans
in both the County and suburban cities. In 1994, King County Council and
the suburban cities of King County adopted and ratified the Countywide
Planning Policies. Relevant policies are attached and are summarized below.

o The policies require each city to adopt, in consultation with residential
groups in the affected area, a potential annexation area. (LU-31)

e Within a potential annexation area, cities must adopt criteria for
annexation and a schedule for providing urban services and facilities.
(LU-31)

¢ One goal of the relevant policies is elimination of unincorporated
urban islands between cities. (LU-31)

e Urbanized areas that fall within a city’s potential annexation area are
encouraged to annex to that city in order to receive urban services.
Where annexation is inappropriate, incorporation may be considered.
(LU-34)

¢ Unincorporated areas are encouraged to annex or incorporate with the
20-year timeframe of the Countywide Planning Policies. (RF-5)

e Each city with a potential annexation area shall enter into an
interlocal agreement with the County for defining service delivery
responsibilities. (RF-4)
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The King County Comprehensive Plan incorporates the vision described
by the Countywide Planning Policies and uses it to guide growth and
development for residents of the unincorporated area. The Plan emphasizes
a planning process to ensure delivery of appropriate levels of service to urban
areas and the transition from County government to city government through
the annexation and incorporation process. Relevant Comprehensive Plan
policies are summarized below.

e Policy U-302 directs King County to favor annexation over
incorporation within the Urban Growth Area. Incorporations should
be supported only when annexation is not appropriate and when the
formation of new cities is necessary to assure adequate facilities and
services for growth consistent with the King County Comprehensive
Plan Countywide Planning Policies.

¢ King County will not support annexations or incorporations that apply
zoning to maintain or create permanent, low-density residential areas.

The King County Comprehensive Plan defines Potential Annexation Area
(PAA) as the area the city is expected to annex within the next 20 years and
calls for interlocal agreements between the city and the County to address
timing, transition, and service issues in the PAA.
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APPENDIX |: FAIRWOOD MODEL SPREADSHEETS

The Fairwood Budget Spreadsheets are grouped into three components:
1. Inputs and Assumptions
2. Supporting Calculations
3. Summaries and Findings

1. Inputs and assumptions. This component documents important inputs
and assumptions that provide the foundation for analyzing incorporation
feasibility. Inputs include three categories: comparable city data, Fairwood
current conditions data, and development and finance assumptions.

The model incorporates future population and employment growth scenarios,
which serve as the basis for projecting future municipal costs and revenues.
The employment growth scenarios are driven by the population growth
scenarios. The model includes low, medium and high growth scenarios for
both. The body of this report relies on the low-growth scenarios, serving as
the “baseline” scenario, for discussion purposes.

See Appendix A. for a detailed list of input and assumptions and their
associated sources.

2. Supporting Calculations. Key drivers are calculated from 2007 to 2015
that include forecasts on population, housing units, construction activity and
assessed values in Fairwood.

Per capita multipliers are then applied to Fairwood’s key driver forecasts to
provide an estimate of municipal costs and revenues for the Fairwood
Incorporation Area.

3. Summary of Findings and Conclusions. The last step in the fiscal
model is to summarize detailed calculations and determine conclusions.
Graphs and summary tables are provided that compare costs and revenues
from 2010 to 2015.
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