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Economic
Indicators

Puget Sound Economy

According to national and regional economists,
the recession ended in the 4th Quarter of 2009.
Economic recovery is expected in 2010.

Annual Percent Change

2009 2010
Actual Forecast
Employment -4.2% 1.9%
Personal Income -1.3% 3.7%
Housing Permits -50.4%  22.2%
Average Home
Price -11.7% 5.5%
Taxable Retail
Sales -12.3% 1.8%

Source: Puget Sound Economic Forecaster

Bellevue Economy

Bellevue Central Business District Office Vacancy
Rates were 15.5% in the 4th Quarter of 2009.
Vacancy rates increased by 2.3% compared to
the 3rd Quarter. Source: CB Ellis

Taxable retail sales showed some signs of recov-
ery in the final months of 2009. Retail sales, in-
cluding automobiles, restaurants and stores were
up by 9% in the 4th Quarter compared to 2008.
This improvement is due, in part, to the opening of
the Bravern shopping center.

Economic

Performance

The recession hit the Puget Sound region much more severely than local economists
initially projected. However, there are some indications that the economy has begun to
stabilize including improvements in the housing market, a deceleration in job losses and
some improvement in consumer spending. Local economists are predicting that the
recovery will begin in the 1st Quarter of 2010 (see economic indicators in the left panel).

Regional job losses total 96,700 since the beginning of the recession. The sectors hit
the hardest are construction, manufacturing and professional and business services.
Employment is projected to begin growing again in the 1st quarter of 2010, but is not
expected to return to pre-recessionary levels until the end of 2012.

Local economists continue to assert that economic improvement is dependent on hous-
ing market stabilization. While Puget Sound sales and prices were somewhat volatile
over the summer, the number of houses sold increased substantially in the fourth quarter
of 2009 and housing prices stabilized. Housing activity is projected to continue to im-
prove through 2010.

Bellevue’s office market lease rates remain stronger than neighboring communities but
vacancy rates throughout the region have increased.

Overall, the recession drove collections of sales, business and occupation, and real es-
tate excise taxes down substantially during 2009. Tax collections of these economically
sensitive revenues are expected to improve during 2010.

Cost Containment

Bellevue took early aggressive action to keep costs in line with available resources.
Measures included holding vacant positions open, reducing discretionary travel and
training, and deferring or reducing maintenance.

As a result, General Fund expenses were $6.2 million less than budget.
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General Fund Performance

Year-to-Date Expenditures and Revenues: Budget to Actual

General Fund Expenditures
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expenses were less than budget for all four quarters of 2009.

General Fund expenditures were $6.2 million below budget due to cost containment efforts (see page 2). The above graph illustrates that

General Fund Revenues
180,000
160,000
140,000
120,000
100,000
80,000
60,000
40,000
20,000
1stQtr 2nd Qtr 3rd Qtr 4th Qtr

M Budget

M Actuals

3

The General Fund ended the year with a $15.7 million (10%) ending fund balance. Revenue collections (excluding fund balance) were
$10.7 million below budget due largely to lower than anticipated tax performance (see page 4). Lower than anticipated tax performance was
partly offset by reimbursements from other funds and higher than anticipated collections of several program revenues.
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General Fund Performance

Year-to-Date Tax Performance Compared to Budget

2009 General Fund Tax Collections
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Sales B&O Utility Property

Performance was down across most tax revenues.

Sales Tax. Puget Sound taxable retail sales have declined more than 15% since the beginning of the recession. The lower level of con-
sumer spending is due to several factors, including tight credit, high unemployment, and losses in wealth. Retail sales activity is projected to
pick up over the next year, but is expected to be slow.

Business and Occupation Tax (B&O). Performance was less than expected due to the recessionary economy. Performance was down
across all sectors and audit recoveries were less than anticipated.

Utility Taxes. Utility taxes were below budget across most categories. Electric and cellular utility taxes were significantly below budget.
Electric utility tax collections were below expectations due to a large rate increase mid-year. Cellular utility tax was down due to lower busi-
ness activity.

Property Tax. Property tax collections were in line with budget estimates.
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General CIP Performance

Year-to-Date Expenditures and Resources: Budget to Actual

2009 YE CIP Expenditures & Revenues
Budget vs. Actuals
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Expenditures Revenues

Comments: The General CIP was significantly impacted by the recent recession. Collections of sales, business and occupation, and
real estate excise taxes were below budget. Cost containment measures were put into place during 2009 to keep expenditures in line
with resources.

Project Highlights:

Completion of NE 8" Street Widening (PW-R-152), completed in part with a $2 million federal grant award.

Completion of NE 10™ Street Extension (PW-R-149).

Implemented the first pervious sidewalk with the Northup Way Sidewalk — 165" Ave. NE to 168" Ave. NE complete.

Construction began on 2008 levy project to convert the existing all-weather soccer field at Wilburton Hill Park to synthetic turf.

Grand opening ceremony scheduled for May 1.

e Purchased the Mclintosh property using 2007 King County Special Property Tax Levy proceeds. This parcel is 3.07 acres and
adjacent to Coal Creek Natural Area to provide 1) public access to a part of Coal Creek Park that currently lacks it, and 2) an area
for Utilities to establish a sedimentation pond to improve the creek’s water quality.

e Entered into agreement with Master Builders Association of King and Snohomish Counties to construct Wetlab 2 at the Mercer
Slough Environmental Education Center and donate the project to the City. Project completion is expected in summer of 2010.

e The NEP process was completed in the Crossroads, Wilburton, and West Bellevue areas with the selection by residents of eight

small neighborhood capital projects totaling $963,700. Projects included walkway projects, sidewalk projects, one with landscap-

ing, an ivy removal/re-landscaping project, other landscaping projects, several park improvement projects, two street lighting pro-
jects including one along SE 7th from Lake Hills Connector east, and a neighborhood entry project for the Enatai neighborhood.
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Utilities Performance

Year-to-Date Expenditures and Revenues: Budget to Actual

Utilities Expenditures
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Comments: Wholesale sewer costs were $0.5 million below budget due to low water sales in 2008 and 2009. RCFC payments
were $0.7 million below budget due to lower-than-expected development activity. Significant savings were realized through position

vacancies ($0.6 million) and ongoing cost containment strategies that will continue into 2010 ($2.4 million).

Utilities Revenues
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Comments: The impacts of conservation efforts and a general decline in per-customer water usage became evident in the past few
years and carried into 2009. As a result, Utility service revenues were $0.8 million (about 1%) below budget. Revenue projections
will be adjusted as part of the 2011-12 budget process. Developer revenues were $1.1 million below budget due to the recession and

its impacts on development activity.
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Development Services Performance

Year-to-Date Expenditures and Resources: Budget to Actual

Development Services Expenditures
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Comments: Development Services expenditures were $1.7 million (9%) below budgeted levels reflecting expenditure control meas-
ures implemented in 2009. Significant savings were realized through position vacancies ($0.9 million) and reduction in contracted
services ($0.4 million). Additional savings were derived through ongoing cost containment strategies that will continue into 2010.

Development Services Revenues
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Comments: The impacts of the recession and its effect on development activity became evident in late 2008 and carried into 2009.
Development Services revenues collected were $4.0 million (20%) below budgeted levels in 2009. In light of the sharp economic
downturn, 2009 revenue projections were updated in January. Actual year-end collections were within 2% of the revised projections.
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Budget Council Budget Workshop
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Oonneedtgbﬁc April 26, 2010
oneppurpose

General Fund Financial Forecast
2011-2016

Basis of Forecast:
e Forecast builds upon 2010 revenue and expenditure projections.
e Calculates future resource and expenditure estimates based on recent and anticipated
economic trends.
e Does not incorporate service/programs reductions and cost savings that may be
included in budget proposals.

Executive Summary:

e The 2011-2012 budget gap is estimated at $20.1 million for the two years; this
is an increase of $3 million compared to the January 2010 estimate.

e The recession has eroded Bellevue’s tax base. Estimates for sales, business
& occupation, and utility tax collections have been lowered to reflect the
impact.

e The projected budget gap assumes a General Fund balance of 10% which
continues to be below the policy target of 15%.

Overview & Forecast Results:

The General Fund forecast reflects the recent recession and the significant decline in
economic activity. While the economy has begun to recover, regional economists anticipate
that recovery will be slow and take several years as housing values, employment, and
personal income increase.

The Forecast provides insight into the long-term financial effects of the City’s current
programs, priorities and policies in relationship to economic activity. It builds upon 2010
revenue and expenditure projections and calculates future resource and expenditure estimates
based on recent and anticipated economic trends.

The following graph and table represent our current estimates of how General Fund resources
and expenditures are expected to perform over the six-year forecast period. As illustrated
below, revenues are projected to be less than expenditures through the forecast period. The
overall gap between revenues and expenditures each year (excluding fund balance) is
projected to be approximately $10.8 million in 2011, and declining to a $4.3 million gap by
2016 as tax revenues continue to grow.

j:\budget\budget\11-12 budget\agenda memos and council retreats\april 26 2010 workshop\tab 2 forecast\to print\2011-2016 financial forecast
- general fund.docx 4/22/2010
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one city
one public
one purpose

Council Budget Workshop
April 26, 2010

General Fund Financial Forecast
2011-2016

$190,000
$180,000
$170,000
$160,000
$150,000
$140,000
$130,000
$120,000
$110,000
$100,000

2011 - 2016 General Fund Financial Forecast
$000

A/?/A///':

///./ $4.3M Gap

- "

L
$10.8M Gap

2011 2012 2013 2014 2015 2016

—®— Total Revenues

==t Total Expenditures

j:\budget\budget\11-12 budget\agenda memos and council retreats\april 26 2010 workshop\tab 2 forecast\to print\2011-2016 financial forecast

- general fund.docx
2

4/22/2010



“one city

one public
one purpose

Council Budget Workshop

April 26, 2010

General Fund Financial Forecast
2011-2016

RESOURCES

Taxes

Intergovernmental Revenues
Charges for Services
Licenses and Permits
Miscellaneous

Fines and Forfeits

Other Finance Sources
Anticipated Overcollections
Total Revenues

Change

EXPENDITURES

Personnel

Maintenance & Operations
Contingency

Anticipated Under expenditure
Total Expenditures

Change

(Gap)/Surplus

2011-2012 Projected Gap

2011-2016 Financial Forecast

General Fund

(in $000)
2011 2012 2013 2014 2015 2016
Base Base Base Base Base Base
Forecast Forecast Forecast Forecast Forecast Forecast
112,137 117,548 123,251 128,215 133,491 138,612
17,027 17,335 17,680 18,039 18,410 18,794
15,414 15,809 16,372 16,806 17,416 17,888
326 337 349 363 378 393
1,836 1,915 2,007 2,108 2,217 2,271
260 261 262 263 265 266
1,239 1,243 1,270 1,300 1,334 1,369
1,482 1,544 1,612 1,671 1,735 1,796
149,720 155,992 162,804 168,765 175,246 181,390
4.2% 4.4% 3.7% 3.8% 3.5%
$98,286 $102,213 $106,161 $110,408 $113,704 $117,350
62,619 63,455 64,793 65,927 67,208 68,189
898 936 977 1,013 1,051 1,088
(1,294) (1,333) (860) (887) (910) (933)
$160,509 $165,271 $171,072 $176,462 $181,054 $185,694
3.0% 3.5% 3.2% 2.6% 2.6%
| (10,789) (9,279)| (8,268) (7,696) (5,808) (4,304)
(20,068)

An updated forecast will be provided in September that reflects the City Manager’s proposed
budget. This forecast will include additional 2010 data and updated economic projections.

j:\budget\budget\11-12 budget\agenda memos and council retreats\april 26 2010 workshop\tab 2 forecast\to print\2011-2016 financial forecast
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General Fund Financial Forecast

2011-2016
Economic Outlook:

The Forecast assumes a slow recovery with moderate
regional economic growth over the next several years.

lo_“grsllllgvr\]/tfécovery over several Employmgnt qnd an improving housing market will play
years _key roI_es in this recovery. There are several -
. . indications that the economy has begun to stabilize,
* re%léilggmarket is central to including improvements in the housing market, a

deceleration in job losses and some improvement in

e Some signs that economic consumer spending

growth is occurring

Regional economists are expecting an upturn in

regional employment in the first quarter of 2010.
Regional job losses during the recession totaled 96,700, essentially wiping out the employment
gains of the past decade. During 2010, employment is expected to improve. The annual rate
of employment growth is expected to climb to 1.9% in 2011, with modest growth through the
forecast period. The following graph illustrates how employment in the Puget Sound region is
expected to return to pre-recessionary levels by the end of 2012.
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Source Puget Sound Economic Forecaster

Local economists continue to assert that economic improvement is dependent on housing
market stabilization. There are several indications that this is occurring, including moderate
increases in housing prices and increasing numbers of houses sold. Housing is projected to
continue to improve in 2010 and through the forecast period.

Development activity is expected to slow considerably during the first few years of the forecast
and then grow at a higher rate in the later years of the forecast as office and multifamily
vacancies are absorbed. Office vacancy rates in Bellevue’s Central Business District (CBD)

j:\budget\budget\11-12 budget\agenda memos and council retreats\april 26 2010 workshop\tab 2 forecast\to print\2011-2016 financial forecast
- general fund.docx 4/22/2010
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General Fund Financial Forecast
2011-2016

rose to 15.5% in the fourth quarter of 2009 (up from 10.9% at the end of 2008) and are
expected to take several years to recover. Similarly, residential vacancy rates in the CBD also
remain high, signaling that it will be some time before new major residential projects begin
construction.

There are several factors that could hamper the projected growth, including increased inflation
and a reversal in the housing market. Currently, inflation remains low, but the Federal Reserve
has cut interest rates, potentially marking the beginning of increases in the cost of borrowing
which may slow the recent gains in the housing market.

Resource Drivers:

The recent recession substantially reduced Bellevue’s
Highlights: tax base_. Tax coII(_at_:tions across gll maj_or

economically sensitive revenues, including sales,
business & occupation, and some utility taxes declined
during 2009. This reduction in the revenue base is
expected to impact Bellevue’s tax collections through
the forecast period by lowering the starting point for
growth; resources are not expected to catch up with
total expenditures during the forecast period. This is
despite the projection that average resource growth is
expected to be higher than average expenditure
growth.

e Tax base will take several
years to recover

e Modest revenue growth is
expected

e Growth is based on positive
employment and housing
outlook

Taxes, which are 75% of resources, are projected to grow through the forecast period. This
projected level of growth is mainly due to anticipated improvements in consumer spending and
a strengthening housing market. Revenue growth is projected to grow at about 3.7% annually
through the remainder of the forecast period.

As more detailed information becomes available, revenue estimates will be updated and
included in an updated Financial Forecast in the fall. Key resource drivers are discussed
below.

Employment Growth. The creation of jobs, which leads to growth in personal income,
increases spending for goods and services creating both sales tax and business &
occupation (B&O) tax revenues. Regionally, employment growth is projected to accelerate,
adding around 42,000 jobs (2.3%) a year over the next biennium. The Forecast assumes
employment growth will average 2.1% per year for the forecast period.

j:\budget\budget\11-12 budget\agenda memos and council retreats\april 26 2010 workshop\tab 2 forecast\to print\2011-2016 financial forecast
- general fund.docx 4/22/2010
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General Fund Financial Forecast
2011-2016

Recovering Housing Market & Increased Demand for Goods. The Forecast assumes a
slowly recovering housing market. Housing prices and volume of transactions are
expected to increase through the forecast period. A strengthening housing market
stimulates consumption and taxable retail sales. Taxable retail sales are expected to rise
an average of 7% per year for the 2011-2012 biennium and average 6.2% for the
remainder of the forecast period.

Development Activity. Development activity is expected to be slow during the early years
of the forecast, but return to a modest pace of growth by 2011 which is consistent with the
Development Services Financial Forecast. Tax receipts associated with construction
projects typically lag development activity by one year or more; the Forecast anticipates
additional modest tax receipts in 2012. In subsequent years, development activity is
anticipated to continue to grow but at a more moderate level then was experienced during
the last upturn in development activity (2006 and 2007). Development activity is important
for Bellevue because it drives growth in property, sales, business & occupation, and real
estate excise taxes.

Reduced Audit Recovery. Business & occupation tax audit recovery projections have
been substantially lowered for the forecast. Audit and delinquency recoveries peaked in
2006 at $6 million per year; much of this activity was due to a small number of very large
recoveries. Over the past few years, recovery amounts have become smaller. For
example, in 2009, audit and detection recoveries totaled only $2 million for the year. The
forecast reflects this lower level of recoveries.

Expenditure Drivers:

This forecast assumes the current budget as a starting
point and does not include cost savings anticipated to

Highlights: be included in Budget proposals. On average,

* Modest expenditure growth expenditure growth (3.1%) is expected to be lower
driven by personnel & health than resource growth (3.7%) through the forecast
benefit costs period. Expenditures are projected to increase by

Regional communication center  3.8% in 2011 and 3.0% in 2012. The increase is
partnership expected to reduce largely driven by cost of living increases and rising
long-term costs State pension and health benefit costs.

As more detailed information becomes available,

expenditure estimates will be updated and included in the fall Financial Forecast. Key
expenditure drivers are discussed below.

Salaries. Salaries are projected to increase by the rate of inflation or current labor
agreements. This increase averages 2.6% ($2.1 million) per year through the forecast

j:\budget\budget\11-12 budget\agenda memos and council retreats\april 26 2010 workshop\tab 2 forecast\to print\2011-2016 financial forecast
- general fund.docx 4/22/2010
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General Fund Financial Forecast
2011-2016

period. Approximately 70% of increased salary expenses are driven by cost of living
adjustments and labor settlements which are typically based on the rate of inflation. The
remaining 30% ($0.6 million) are estimated increases in merit pay. The forecast assumes

current levels of staffing.

Health Benefits Contributions. General Fund health benefit contributions are expected to
grow by an average of 11% or $1.5 million per year through the forecast period. These
estimates are based on experience and actuarial estimates. Costs stabilized in recent
years but began to accelerate again in 2009.

Other Personnel. Other personnel costs, which include pensions, specialty pay, and other
benefits, are expected to rise by the rate of inflation through the forecast period. The
following graph illustrates recent and projected inflation through the forecast period and
illustrates that inflation varies substantially over time, but anticipated inflation rates
(average 2.1%) are in line with average historical inflation rates (average 2.4%)

Puget Sound Inflation - Historical &
Projected
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Source: Pugets Sound Economic Forecaster

Maintenance and Operating (M&O). M&O costs which include supplies, fleet, information
technology, and utility costs, are anticipated to grow at the rate of inflation.

NORCOM. As directed by Council, Bellevue is a partner in the North East King County Regional
Public Safety Communications (NORCOM) Agency. NORCOM created a partnership where
agencies are owners who make decisions jointly to improve the delivery, cost, service, and
interoperability effectiveness of public safety communications services on the Eastside. This
partnership is expected to reduce Bellevue’s costs by $1.7 million per year by the end of the

forecast.
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General Capital Investment Program (CIP)/Mobility and Infrastructure Initiative

Financial Forecast 2011 — 2017

Basis of Forecast

e The forecast projects available revenues based on currently adopted tax rates, fees,
and appropriations.

e Forecast expenditures were updated to reflect the current bid environment and
inflation estimates for all programs and projects currently adopted in the CIP for the
2011-2017 period.

e Planned (but not adopted) projects are not included in the actual forecast, but are
addressed in the discussion section of the forecast.

Executive Summary:

e The purpose of this forecast is to provide Council with an update on available
CIP revenues.

e The forecast represents a status quo budget; currently adopted projects and
programs have been included, but will be reviewed in their entirety by Results
Teams.

e |n addition to currently adopted projects and programs, the 2011-2017 CIP
Forecast includes a limited number of adopted Mobility and Infrastructure
Initiative (MII) projects ($10 million) .

e The recession has eroded Bellevue’s tax base. Sales and business and
occupation tax collections have been lowered to reflect this impact.

e Collections of real estate excise tax have been revised upward to reflect
projections of a recovering housing market, offsetting the lower collections of
other taxes.

e For the base CIP, expenditures are expected to exceed revenues by $11
million. This is without the addition of any major new discrete projects or other
high priority projects (such as high capacity transit improvements) and do not
account for potential results of rankings by Results Teams.

e For the Mobility and Infrastructure Initiative, adopted and planned projects are
$47 million more than adopted and planned revenues.

j:\budget\budget\11-12 budget\agenda memos and council retreats\april 26 2010 workshop\tab 2 forecast\to print\general cip forecast 2011-
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General Capital Investment Program (CIP)/Mobility and Infrastructure Initiative
Financial Forecast 2011 — 2017

l. Overview and Forecast Results

Similar to the General Fund forecast, the General Capital Investment Program (CIP) forecast
reflects the impact of the recent recession. Sales, business and occupation, and real estate
excise taxes provide significant tax streams (65% of total funding) to support the General CIP.
The base of these economically sensitive revenues was substantially eroded by the recession.

The General Capital Investment Program (CIP) forecast projects available revenues based on
currently adopted tax rates, fees, and appropriations. The forecast includes all programs and
projects currently adopted in the CIP, including the Parks Levy and the Mobility and
Infrastructure Initiative (MII), for the 2011-2017 period. Only projects that are currently
adopted are included in this estimate.

For the purposes of this discussion, the General CIP has been divided into two components,
the base CIP and the Mobility and Infrastructure Initiative. Detailed discussions of revenue
and expenditure drivers can be found in Sections Il and lll.

Base CIP
The following table illustrates the change in the base CIP forecast for 2009-2015 to the revised
2011-2017 CIP.

2009-2015 CIP 2011-2017 CIP Difference

Revenues $251 $249 (S2)
Expenditures 347 260 87
Surplus/(Deficit) ($96) ($11) $85

While the overall gap between expenditures and revenues has decreased, a gap of $11 million
is projected between revenues and base program and project expenditures. This is despite
revising tax projections upward (see Section Il) and lowering expenditure projections due to
lowering inflation and excluding projects that are anticipated to be complete in 2010 (see
Section Ill). This projected gap does not include any new discrete projects (which in the last
two CIP cycles has added an average of approximately $50 million each cycle) or high
capacity transit-related investments which are roughly estimated at $100 million. If the high
capacity transit-related investment alone was factored into the forecast, the projected deficit
would grow to $111 million which is illustrated in the following table.

j:\budget\budget\11-12 budget\agenda memos and council retreats\april 26 2010 workshop\tab 2 forecast\to print\general cip forecast 2011-
2017 v3.docx 4/22/10
2



%%%get Council Budget Workshop

e April 26, 2010
one purpose
General Capital Investment Program (CIP)/Mobility and Infrastructure Initiative

Financial Forecast 2011 — 2017

Base CIP 2011-2017
(in S millions)
E Revenue $249.0
=}
g Expenditures $260.1
Surplus/(Deficit) (S11.1)
©
§ Expenditures:
S Additional Projects ?
g Sound Transit 100
2

The following table illustrates the estimated timing and availability of currently adopted base
CIP revenues. Short-term MIl projects are included in a separate representation. As in past
CIPs, expenditures are higher than revenues in earlier years with the reverse in later years. A
detailed breakdown of projects and programs included in this table can be found in Attachment
A.
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General Capital Investment Program (CIP)/Mobility and Infrastructure Initiative

Financial Forecast 2011 — 2017

2011-2017 Base CIP Forecast
"$000

2011 2012 2013 2014 2015 2016 2017
Base Base Base Base Base Base Base
Forecast Forecast Forecast Forecast Forecast Forecast Forecast Total

Resources

Taxes $18,968 $22,110 $26,057 $28,022 $30,727 $32,214 $34,000 $192,098
Intergovernmental 3,478 3,750 4,336 3,321 4,010 3,704 3,606 26,205
Miscellaneous 4,733 4,455 4,526 4,593 4,619 3,888 3,888 30,703

Total $27,179 $30,316 $34,919 $35,936 $39,356 $39,806 $41,494 $249,006

Expenditures

Base

General CIP $46,247 $31,058 $32,510 $24,052 $24,076 $23,726 $24,577 $206,246
Parks Levy & Match 6,951 6,951 6,951 6,951 6,951 6,951 6,951 48,657
Interest 940 1,077 1,160 1,095 761 213 - 5,246

Total $54,138 $39,086 $40,621 $32,098 $31,787 $30,890 $31,528 $260,149
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General Capital Investment Program (CIP)/Mobility and Infrastructure Initiative

Financial Forecast 2011 — 2017

Mobility & Infrastructure Initiative (Mil)

In January 2009, Council endorsed a $299 million plan to provide infrastructure investments
throughout the City (see Attachment B). Some downward revisions to revenues have
occurred, bringing the Plan’s revenue total down to $252 million. To date, a limited set of
these projects have been adopted. Some revenues (such as impact fees) have been
increased to support Mll projects. The current forecast includes only adopted revenues and
projects. Overall, the forecast projects that revenues will exceed expenditures through 2017 if
no projects are added. However, if all endorsed projects are added to the forecast, expenses
will exceed revenues by $47 million as illustrated in the following table.

Mobility & Infrastructure Initiative
(in S millions)
§ Revenues S57.6
72 Expenditures $10.2
~  Surplus/(Deficit) $47.4
Revenues $190.1
T Balance of NE 4th 50.2
3 Balance of 120th 5.1
E Other Ml Projects 229.5
g Total Expenditures $284.8
Surplus/(Deficit) (594.7)
|Tota| Surplus/(Deficit) (547.3) |

This $47 million gap has not changed since the last update to Council in January 2010. The
gap is primarily due to lower revenue expectations associated with Council actions such as
adopting lower impact fee rates and not enacting a property tax increase.

The following table illustrates the estimated timing and availability of currently adopted
revenues.
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Mobility & Infrastructure Initiative
'$000

2011 2012 2013 2014 2015 2016 2017
Base Base Base Base Base Base Base
Forecast Forecast Forecast Forecast Forecast Forecast Forecast Total

Resources

Taxes $867 $867 $867 $867 $867 $867 $867 $6,070

Intergovernmental 1,342 8,979 2,561 1,854 2,538 2,339 2,234 21,845

Miscellaneous 600 1,900 3,450 3,900 4,500 7,500 7,875 29,725
Total $2,809 $11,746 $6,878 $6,621 $7,905 $10,706 $10,976 $57,640

Expenditures

Mobility & Infrastructure 8,925 1,300 - - - - - 10,225
Total $8,925 $1,300 $0 $0 $0 $0 $0 $10,225
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[l. Revenue Drivers:

Taxes ($198.2 million). Overall, CIP revenues are
influenced by the economy and rise and fall based on
regional economic performance. The General CIP tax
revenue base, particularly business and occupation and sales
tax, were significantly eroded by the recent recession. Real
estate excise tax has also been impacted by the recession
but has begun recovering quicker than estimates from 2009.
Regional economists are predicting that the housing market
d will rebound in 2010 as prices stabilize and homes have
become more affordable. Real estate taxes have been
revised to reflect this more optimistic outlook on housing.

Highlights:

e Lower B&O and sales tax
estimates are offset by
revised real estate excise tax
collections

e Increased impact fee and
grant projections are include
in these estimates

The following table illustrates the change in tax estimates for the forecast. Overall, the tax
picture has not changed compared to the prior estimate despite upward revisions in real estate
excise tax projections. This is partly due to the inclusion of the fund balance carried forward
from 2008 in the 2009-2015 estimate compared to the 2011-17 forecast.

09-15 Mid-bi 11-17 Forecast

Forecast (Current) Difference

Sales $85.6 $60.2  ($25.4)
B&O 65.2 57.6 (7.6)
REET 53.0 80.4 27.4
Total $203.8 $198.2 ($5.6)

Impact fees ($29.7 million). The forecast includes an estimated $29.7 million of impact fees
based on the revised rates adopted by Council in 2009. This is an increase of $27.1 million
compared to the 2009-2015 CIP. Projections are based on the Puget Sound Regional
Council’'s growth forecast and modified downward to reflect a slow economic recovery. These
revenues were identified as a primary funding mechanism for the Mobility and Infrastructure
Initiative and are included in the MIl revenue estimate. Impact fees are included in the
miscellaneous revenue category in the table on page 6

Federal and State Grants ($29.7 million). This forecast estimates $29.7 million in federal
and state transportation grants over the seven year period. Roughly half of these projected
grants would be used to fund the base CIP projects and the remainder could fund MII projects.

Grant revenue has long been and is anticipated to continue on as a defined funding stream
supporting capital projects. The grant revenue projection is based on recovery rates less than
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our historical average (7-year). These grant revenues are included in the intergovernmental
category in the summary tables.

Bel-Red projects align well with national funding trends toward integration of transportation,
land use, and environmental stewardship elements in one project/application. These
projections are sensitive to the availability of matching funding in the General CIP.

Local Revitalization Funding ($7 million) Bellevue was awarded Local Revitalization
Funding (LRF) in late 2009 under the state’s program to support the NE 4" Street project (part
of the MII). This program authorizes cities and counties to create “revitalization areas” and
allows certain increases in local sales and use tax revenues and local property tax revenues
generated from within the revitalization area, additional funds from other local public sources,
and a state contribution to be used for payment of bonds issued for financing local public
improvements within the revitalization area. The state’s contribution is provided through a new
local sales and use tax that is credited against the state sales and use tax. Local revitalization
funding is included in the intergovernmental category of the MIl program.

lll. Expenditure Drivers:

Expenditures for the General CIP over the 2011-2017
period are projected at $270 million, which is $77
million lower than the 2009-2015 CIP (originally
estimated at $347 million) primarily due to not
including projects anticipated to be complete through
2010 and lowering inflation assumptions to reflect the
positive bidding environment.

Highlights:

e Costs have been revised
downward to reflect the
favorable bidding environment

e Only currently adopted projects

ar}d programs are included in Projected costs for the CIP include all programs and
this forecast projects currently adopted in the amended CIP,
including the Parks Levy and a limited set of the
adopted Mobility and Infrastructure Initiative projects
($10 million for NE 4™, 120" & NE 6™). This forecast does not include planned projects such
as the majority of the Mobility and Infrastructure Initiative ($285 million) or other planned, but
not currently adopted, projects (such as High Capacity Transit improvements associated with
Sound Transit).

Inflation. CIP project and program costs were estimated using updated inflation assumptions.
Some estimated project and program costs are lower due to the favorable bid/inflation
environment we've experienced over the past two years. Project cost estimates have been
revised to reflect no inflation for 2009 and 2010. Prior estimates assumed 6% growth in both
years. Several programs and project costs estimates were revised downward. For example,
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for the street overlay program, annual cost estimates were revised downward by $0.5 million
per year.

Borrowing Costs. Expenditure estimates include potential interest expenses of $5.2 million
over the forecast period. As in past capital programs, expenditures exceed revenues in the
early years of the forecast, but are below revenues in later years of the forecast (also known
as “frontloading”). The forecast assumes peak borrowing of $50 million during 2011-17 which
includes the current estimated balance of the existing line of credit.
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2011-2017 CIP Forecast

General CIP Fund Project Expenditures

I , $000 i
| Major Program Area: Transportation
| ; !
| . Sy 3 T AT T T T
7 ae o
CIP Plan No. Project Name e Eefimate - st . ‘
PW-R-141 West Lake Sammamish Parkway Analysis 3,055 . 2,460 - - - - - 5515
PW-R-150 iNE 2nd St Roadway Enhancement - Pre-Design 2,970 | - - - - - - 2,970
PW-R-151 | 145th Place SE/SE 16th to SE 24th and SE 22/145th Pl to f :
156th PI SE 4,290 : - - - - - - 4,290
PW-R-155 Traffic Computer System Upgrade 480 - - - 73"77 - - - - 480
PW-R-157 Transit Now/Downtown Circulator 720, 720 720 720 720 - - 3,600
PW-R-158 Downtown Great Streets 750 .. 250 - - - - - 1,000
PW-R-159 East Link Anaylsis and Development - - - - - - e -
PW-1-76 148th Avenue NE/Bel-Red Road 3351 1,861 4,781 R - - 6,977
PW-I-78 148th Avenue NE/NE 20th Street 383 766 2,629 - - - - 3,778
PW-1-83 Redmond BROTS Projects T 1,150 | s - - - - 1,150
PW-W/B-71 _1108th Avenue SE/Bellevue Way to 1-90 4,153 ! - - - - - - 4,153
PW-W/B-74 152nd Ave SE and SE 45th St/SE 46th St to Newport Way )
o 538 - - - - - 538
PW-W/B-75 iSE 34th S¥/162nd Pl SE to West Lake Sammamish Pkwy !
g - 489 |
PW-M-15 -Wetland Monitorin

PW-R-44 _  _|Transportation Planning Studies 112 116 121 131 136 1421 883
PW-R-46 :Major Safety Improvements o 107 | 111 116 125 130 135 845
[PW-R-87 _]:Lransgonation Demand Management 106 : 110 114 124 129 134 835
PW-R-136 Traffic Safety Technologies e 71 73 76 83 86 89 558
PW-R-156 ITS Master Plan Implementation Program - _ . .._400 400 400 - - 1,600
PW-1-84 Signal Warrant/Safety Program 162 168 175 189 197 205 _ 1279 |
PW-W/B-49 Wheelchair Ramps - 55 57 59 64 67 70 434
PW-W/B-53 Trail Maintenance Program o 88 | 92 96 103 107 112 697
PW-W/B-56 Pedestrian Access improvements 435 452 470 508 529 550 3,433
PW-M-1 Street Overlays e 5812 | 6.045 6,287 6,799 7,071 7.354 45,907
PW-M-2 Minor Capital - Traffic Operations 319 332 345 373 388 403 28
PW-M-3 Curb, Gutter, and Sidewalk Rehabilitation 372 386 402 435 452 470 2, -
PW-M-7 Neighborhood Traffic Calming Program 849 883 918 993 1,033 1.074 6./« .
PW-M-8 Minor Capital Programs - Streets 63 65 68 73 76 79 496
PW-M-12 Citywide Rockeries Reconstruction 209 217 226 244 254 264 1,651

ajor Maintenance Program

N
hirg
S
(%]
®
-
~
o

|

¥

PW-R-160 NE 4th Extension 800 800

PW-R-161 120th NE Phase 1 7,600 1,300 8,900

PW-R-162 NE 6th 525 525
a : % 2 7 2 5

J:\BudgetiCIP\11-17 CIP\April ForecastiCIP Expenditures 2010-2017 by Project Type.xisx (Transportation)
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Attachment B
Council Endorsed
Mobility and Infrastructure Initiative Finance Plan
January 20, 2009

In January 2008, the City Council initiated work on development of a Mobility and
Infrastructure Initiative financing strategy. The purpose of this effort was to fund high
priority transportation and other capital investments to mitigate growing congestion
problems in the City. A recent survey of Bellevue Residents identified investment in
transportation facilities as the highest priority municipal investments to maintain or
enhance quality of life in Bellevue. The Finance Plan would supplement the City’s
existing Capital Improvement Plan and special property tax (known as the
“Supplemental CIP”) levied by the Council to fund high priority capital needs in the
community, and deliver new transportation and other capital projects within a 10 year
timeframe.

This Plan provides general policy guidance for capital project and funding decisions.
Future actions by the City Council will need to be taken to fully implement this Plan,
and those actions may require periodic adjustments to this Plan.

The transportation investments identified in this Plan respond to travel demand
caused by development in the Downtown, and provide initial capital investment in the
Bel-Red area to support planned growth.

Growth in downtown. Downtown Bellevue experienced phenomenal growth in
office space and in residential construction between 2005 and 2008. During
that period, approximately 2.5 million square feet of new office space was
developed. Most of that space is now leased, and 6,000-8,000 new employees
are expected to be working in Downtown in 2009. During that same period,
3,700 new residential units were permitted. While leasing and sales of these
units have not occurred as rapidly as the office space, the combined impact of
this growth will add congestion to our downtown streets.

Growth Planned for Bel-Red. The City initiated work on the development of a
long-term plan for the redevelopment of the Bel-Red area of the City in 2005 in
order to establish a solid and dynamic economic future for the Bel-Red area,
and also to be proactive on planning for the potential of high capacity transit
through the corridor (connecting Downtown Bellevue with Overlake). In initiating
the Bel-Red planning project, the City Council adopted principles that stress the
importance of a long range vision, economic vitality, land use/transportation
integration, protecting natural resources, and creating new community
amenities.

Over a two year planning process, the Bel-Red Steering Committee developed
a new vision for Bel-Red of denser, transit oriented new neighborhoods that will
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require significant public investments in transportation, parks, and
environmental improvements. The Committee concluded that new investment in
infrastructure and amenities would be needed to transform the area, and that a
significant share of the investment would need to come from the properties
undergoing redevelopment. The Committee stressed the importance of use of
incentives to provide this investment, capitalizing on the additional intensity and
height provided by new zoning.

The Mobility and Infrastructure Initiative financing strategy contains specific capital
projects and a financing strategy. Each are described below.

Capital Projects. The strategy contains a core group of transportation investments
designed to address growth in travel demand from Downtown development and from
growth anticipated in the Bel-Red area. These transportation investments have been
selected because they have the greatest positive impact in reducing congestion.

NE 4th extension, from 116™ to 120" Avenue NE ($50M). This project will
construct a 5 lane arterial street, connecting the NE 4th Street/I-405 interchange
with 120" Avenue NE. The project includes realignment of the 120"/NE8th
intersection with lane transition on 120™ to NE10th Street. The project will
include sidewalks and bike lanes, and provide a new arterial connection to and
from the Downtown, allowing traffic to move from Downtown to the east and
northeast parts of the City. This new street will reduce congestion on NE 8th
Street, and provide congestion relief for north bound traffic on 116™ Avenue NE,
thereby relieving access constraints to the hospital district north of NE 8™

Street, on 116™ Avenue.

NE 6th Street Extension, from 1-405 to 120" Avenue NE ($6M). Like the NE 4"
Street project, this street improvement will provide a new east/west connection
to and from Downtown by connecting the existing NE 6th Street interchange at
1-405 with 120™ Avenue NE. The function of this street will be to serve transit,
carpools, and van pools seeking to enter or leave the Downtown. Like the NE
4™ Street project, this improvement will reduce congestion on NE 8th Street,
and provide an important travel time benefit to high occupancy vehicles entering
and leaving the Downtown. Funding in this Plan supports engineering and
some right-of-way acquisition for this project. Construction funding is
anticipated from State and other sources.

120" Avenue NE Street Widening ($13M). This project will widen the existing
120™ Avenue street to 5 lanes from NE 10™ Street to Northup Road, and
provide sidewalk, bike lanes, and street light improvements. The project will
provide new street capacity serving travel demand from the Downtown to the
east and northeast parts of the City. It reduces congestion on NE 8" Street,
and on 116™ Street. The northerly part of this project will support planned
growth in the Bel-Red area.
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NE 15" Street, from 116™ Avenue NE to 124" Avenue NE ($83M). NE 15th
Street is the centerpiece of the transportation strategy for Bel-Red. It provides
for auto access to new development, accommodates new trips moving through
the area from Downtown and elsewhere, provides a light rail corridor,
establishes a major east/west pedestrian and bicycle connection between
Downtown and Overlake, and is designed as a ‘green’ street, functioning as a
visual and usable amenity for people living and working in the area.

124" Avenue NE, from NE 15" Street to the SR 520 Interchange ($3M). This
project will widen the existing street to 5 lanes, and add sidewalks and street
lights. This capacity improvement will support planned growth in Bel-Red, and
connect the arterial improvement described above to SR 520; this project will
also help support completing the interchange at 124" and SR 520 to allow
access to and from the east. Funding in this Plan supports engineering and
some right-of-way acquisition. Construction of this project will be accomplished
through future City capital investment when funding becomes available.

The strategy contains other capital projects needed to support growth in the
Downtown or in Bel-Red or to fund other high priority capital infrastructure needs.
These projects include:

Other Downtown Projects ($16M). This allocation provides supplemental
funding for ongoing Downtown projects. Allocation of this earmark to specific
projects will occur by a future Council action.

Intelligent Transportation Improvements ($2M). This project will help to replace
the City’s Traffic Signal System, including a new fiber optic communication
network, and new computer software and hardware. This investment will
improve signal timing and operations for vehicles and pedestrians, provide for
Transit Signal Priority technology, ensure better signal coordination and
operation, and support the development of a multimodal transportation system
in Downtown.

Downtown Circulator ($3M). This project completes funding for a new fare free
transit service downtown, linking key destinations via a circular transit route
providing efficient service to people moving between locations downtown.

Pedestrian and Bike Improvements ($15.5M). This project is intended to fund
one key north/south or east/west bike corridor and potentially neighborhood
sidewalk projects. The Transportation Commission is now prioritizing key
pedestrian/bike investments, and their recommendations will assist the City
Council in selecting which project(s) to implement.
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Metro Site Acquisition ($18M). Acquisition of this property, located adjacent to
City Hall is identified as a key acquisition priority for Downtown, and will provide
a home to a new Downtown Fire Station, and other City Facilities.

Bel-Red Land Acquisition ($32M). The Bel-Red Plan contains new community
parks, neighborhood parks clustered in the mixed use residential area, and a
system of trails providing connections through the area. The park system is
designed to capitalize on adjacent stream locations so that the benefits of the
open space, stream restoration and trails work together as an integrated system
of green spaces. The park and stream restoration strategy is a necessary
component to the overall redevelopment, making the area more livable. These
open spaces will also serve the broader community by providing destination
recreational opportunities and by linking key recreation destinations through
development of the trail system. This project funds property acquisition and
stream restoration to support development in the Bel-Red area.

Public Safety Project ($3M). The Council has ‘earmarked’ $3 million to support
public safety facility needs. Projects that have been discussed include possible
investment in a new Downtown fire station, relocation of District Courts, or a
possible investment in a short term detention facility. Direction on how this
money is spent will be determined by future Council action.

The projects in total will cost about approximately $299 million, and will be constructed
within the next 10 years. These projects will be added to the City’s Capital Investment
Program by future action of the City Council.

Mobility and Infrastructure Initiative Finance Plan
Projects |IProject Costs
NE 4th $50M
NE 6th ext $6M|
120th $13M|
NE 15th $83M|
124th $3M|
Other Downtown Projects $16M|
ITS capital improvements $2M|
Downtown Circulator $3M|
Ped/Bike/Neighborhood sidewalks $15M|
Metro Site $18M|
Bel-Red Land Acquisition $32M|
Public Safety Project $3M
Finance Costs* $55m
Total $299M

*estimated costs for 2009-2015 CIP planning period.
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Financial Strategy. The Plan outlines general policy guidance for a financial strategy
to generate the funding to pay for these investments. The financial strategy is
generally expected to generate sufficient revenue necessary to pay for these
improvements, and is based on the philosophy that those who benefit from the
improvements should help pay for them. The financial strategy was informed by the
following principles.

» The Finance Plan should take the long view, with the understanding that the
basic infrastructure, livability investments, and amenities will occur as
redevelopment takes place;

» The Finance Plan should maintain the City’s long-term financial stability (thus
preserving the City’s Aaa bond rating);

» The cost for the public infrastructure should be shared based on the relative
impacts and benefits of development;

» The Finance Plan should enable the Bel-Red vision to be realized;

» The Finance Plan should be complementary to the long-term economic
development goals for Bellevue; and

* Public investments should be made strategically in order to leverage them for
the greatest public good.

These principles are illustrated by the following graphic.

Local
Improvement
Districts

Baseline
Revenue

Impact Fee

General Tax
LTGO Debt

The Plan proposes a combination of traditional and new funding strategies to pay for
the investments outlined above. These funding sources are described below:

Property Tax Annually. The City Council has chosen to raise property taxes by
1% over 10 years to help fund this package of improvements. This tax increase
recognizes the general public benefit provided by these transportation and other
investments, and will generate approximately $35 million in bonds over the next
10 years. The City Council has also elected to extend the 2% annual increase
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in property taxes by two years (to coincide with the 1% increases) and
committed approximately $70 million in bonds from the Supplemental CIP to
support these improvement, for a total property tax supported investment of
$105 million.

Storm Drainage Utility Funds. The City has a long history of funding storm
drainage and stream corridor improvements through the City Storm and Surface
Water Utility. The Plan contains a storm water rate increase of about 1.5% per
year, levied City-wide over 10 years, to pay for storm water improvements in the
Bel-Red area. This rate increase will raise $10 million for these improvements
over the 10 year period.

Local Improvement District Funding. Local Improvement Districts (LIDs) are a
capital funding method authorized by State statute, and recognize that
transportation improvements provide improved access to private property,
thereby increasing the value of that property. LIDs assign the cost of
improvements to private property based on the benefit these properties receive.
This Plan contemplates the creation of two LIDs - one for the NE 4" Street
project, and a second for the NE 15"/120" project. The Plan assumes that the
LID will be funded from private property owner assessments, and from the City
through general revenue sources. The LIDs are expected to generate about
$56 million from private property participants in the LID.

Transportation Impact Fees. Transportation impact fees are currently levied by
the City against new development to help pay for the cost of new transportation
improvements serving that new development. This Plan anticipates new
transportation impact fee revenue of about $65 million over the next 10 years.

New Bel-Red Tax Revenue. New development in the Bel-Red area will
generate net new general revenues to the City. This Plan dedicates 40% of the
net new revenues from Bel-Red growth to pay for capital investment needed to
support Bel-Red development. This share of new Bel-Red tax revenue is
expected to generate about $10 million over the next 10 years to support capital
investment.

Grants. The City has historically relied on grants from State, Federal, and other
sources to fund capital investment. This Plan anticipates that $13 million will be
obtained over the next 10 years to support these investments. Grants, unlike
the other revenues sources identified in this Plan, are highly variable, and may
be significantly influenced by changes in federal policy.

Right of Way Dedication. Property owners may dedicate property for rights-of-
way (ROW) provided that it benefits their development and that they receive
development credits for the land dedicated. The amount dedicated would vary
depending on the timing of the transportation projects and private development.
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The Plan assumes that 15% of the total ROW costs would be acquired through
dedication. This would generate about $19 million in cost savings for the
investments identified in this Plan.

Incentive Zoning. The Bel-Red Plan contains an incentive zoning provision that
links the density of private development to participation in the incentive zoning
scheme, where additional density above a base level is allowable only if that
development provides park land, stream corridor improvements, or affordable
housing. This Plan anticipates about $22 million will be generated through
incentive zoning.

Revenue sources 10-Year Revenue
Estimate

Baseline revenues
. New Bel Red taxes $10M
. Grants $12M
« ROW dedication $19M
. Storm drainage funds $10M
. Incentive zoning $22M
LID funding $56M|
Impact fees $65M|
Property Tax $105M|
Out-Year CIP Funding $OM|
Total revenue $299M
Gap $0

The combination of these revenue sources is expected to provide sufficient funding to
pay for the investments identified in the Plan. Because many of these revenues are
sensitive to economic activity and to the pace of private development, the City will
have to use financing techniques that involve the issuance of debt. The City
anticipates that delivery of the projects contained in this Plan will be staged over the
next decade or so, so that the cash flow issues associated with the variability in
revenues can be managed.

Staff will return to the City Council in Spring 2009 with a more detailed implementation
strategy describing how the transportation projects can be delivered over the next 7
years, a detailed financing plan for each project, and related actions that the Council
will have to take to move the plan forward. This work will also identify other actions
the City should take to coordinate capital construction, like linking planned water and
sewer improvements to the road construction projects.

Adoption of the Plan and subsequent actions by the City to implement the Plan.
The Plan outlines the projects and revenue sources that will be used to fund the Plan.
This Plan will be implemented in steps, as outlined below:
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Step 1. Action by the City Council to adopt the property tax increase and storm
drainage rate increase outlined in this Plan.

Step 2. Review and endorsement of the Mobility and Infrastructure Initiative
Finance Plan, anticipated on January 20, 2009.

Step 3. Action by the City Council to adopt the Bel-Red Subarea Plan, Zoning,
and Land Use Code amendment, anticipated in February or March 20009.

Step 4. Action by the City Council to amend the City Capital Improvement Plan
to include the projects contained in this Plan, March 2009, following adoption of
the Bel-Red Plan.

Step 5. Action by the City Council to amend the City Transportation Facility
Plan and Transportation Impact fee Ordinance, anticipated in March 2009.

Step 6. Action by the City Council to form the NE 4™ LID and the Bel-Red LID.

City staff will initiate work to complete engineering, acquire necessary property and
implement the projects following these City Council actions. Further refinement of this
Plan will occur in the upcoming months based on the direction provided by Council.

Adoption of this Plan meets the requirements of the proposed Bel-Red Land Use
Code for City Council approval of a financial plan, and allows the phasing limitation of
a .5 FAR throughout the Bel-Red area to be eliminated.
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