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Economic

Indicators Econom ic

Puget Sound Economy

Local economists have projected a slow recovery Pe rfo r m a n ce

from the recent recession—however, the region is
already seeing signs of recovery. Regional
employment numbers indicate more than 7,000
jobs were added in the 2nd quarter.

Annual Percent Change The regional economy showed signs of recovery in the 2nd Quarter. A slow recov-

Updatad August 2010 ery is expected with gradual employment gains returning the region to pre-recession
2009 2010 levels by mid 2013.

Actuals Forecast During the 2nd Quarter of 2010, employment gains were spread across several

Employment -4.9%  -1.0%  industries including retail, wholesale trade and business services. The construction
Personal Income -1.6% 2.8% g:;ztry employment increased for the 1st time in 3 years with a 3.7% gain in the
Housing Permit -50.1% 12.7%

ousing Fermits ° ° Local economists continue to assert that economic improvement is dependent on
Average Home an improving housing market. Regional housing prices continued to stabilize but
Price -11.7% -0.3% still show year over year declines of 2.4% in June compared to a year ago.
;:(:Sble Retail 12.3% -0.4% Bellevue’s office market lease rates remain stronger than neighboring communities

but vacancy rates throughout the region continue to increase.

Source: Puget Sound Economic Forecaster O\(erall, the reg|ona[ economy is expected to improve at the same pace or slightly
quicker than the national economy.

Bellevue Economy

Bellevue Central Business District Office Vacancy Cost Containment
Rates were 17.9% in the 2nd Quarter of 2010.
Vacancy rates increased by .9% compared tothe  Cost containment measures begun in 2009 are continuing through 2010. Efforts
1sth Quarter 2010, but remained lower than Seat-  include savings/budget adjustments for:

tle (21.5%) and the Eastside as a whole (19%).

Source: CB Richard Ellis o No COLA for 2010 based on June 2009 CPI-W

Remove department inflationary increases in 2010

Taxable retail sales were flat in the 2nd Quarter of
2010 compared to 2009. Retail trade, manufac- e Vacant position held open
turing and wholesaling are showing improvement

while construction and services were down. Sales
tax collections were in line with projections and - Travel & Training
consistent with economists expectations of in-
creasing retail activity coupled with decreasing
construction activity in 2010. - Defer minor repairs and replacement of equipment when possible

Department reduced spending

- Reduce Temp Help/Contract employees

- Reduce all discretionary spending (i.e. office supplies, minor equip)

e Refund of surplus fund balances/unanticipated revenues
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General Fund Performance
Year-to-Date Expenditures and Revenues: Budget to Actual

General Fund- 2nd Quarter

200,000
150,000
B Actuals
100,000
¥ Revised Estimate
20,000 ¥ Budget

Revenues Expenditures

Through second quarter, General Fund expenditures are projected to be $8.8 million (5%) below budget primarily due to cost containment
efforts (see page 2).

Revenue collections (excluding fund balance) are projected to be $12.4 million (8%) below budget primarily due to low tax collections.
Though tax collections are expected to grow slightly in 2010 as the economy continues to recover (see page 4), tax collections are projected
to be $17.4 million (14%) below budget .
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General Fund Performance

Year-to-Date Tax Performance Compared to Budget

General Fund Tax Collections- 2nd Quarter
40,000
30,000
S
& B Actuals
920,000
|'g ¥ Revised
1 Estimate
0,000 ¥ Budget
0
Sales B&O Utility Property

Revenue performance was below budget for most tax and are reflected in the latest forecast. The above graph illustrates the difference
between year-to-date collections through June, current projections, and budget.

Sales Tax. Retail sales activity is expected to increase slightly compared to 2009 as the economy recovers, however, collections are pro-
jected to be $5.1 million less than budget.

Business and Occupation Tax (B&0). B&O activity is expected to increase slightly compared to 2009 as the economy recovers, how-
ever, business activity is lower than prior regional economist expectations and are projected to be $5.4 million less than budget.

Utility Taxes. Overall, year-end utility tax collections are anticipated to be under budget by $3.2 million. The primary drivers are lower
usage of gas, cell phones and water; collections of other utility taxes are projected to be in line with forecast estimates.

Property Tax. Collections are projected to be $1.9 million less than the 2010 budget due to a shortfall of new construction for the 2010 tax
year.
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General CIP Performance

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

General CIP Fund - 2nd Quarter
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Comments: Year end General CIP fund expenditures are projected to total approximately $46 million (65% below budget) due to
cost containment measures and a “reset” of the CIP through the City’s Budget One approach for development of the 2011-2017 CIP
Plan.

Revenue collections are projected to total approximately $44 million at year end due to low tax collections and aligning intergovern-
mental revenues with lower expenditures. The year end projection includes proceeds from the sale of General Obligation (GO)
Bonds totaling $12 million (planned for October 2010). These revenues are restricted for projects in the Mobility & Infrastructure Ini-
tiative (M&II) and will be used to fund project costs in 2011-2012.

Real estate excise taxes (REET) have seen an improvement in transaction volume and dollars collected over 2009, but volume and
collections remain well below historical averages. In July, Bellevue City Center sold for nearly $310M and Advanta Office Commons
sold for $240M. These sales generate $1.5M and $1.2M in total REET, respectively, and will be collected in the third quarter of 2010.
With these sales, year end REET collections are projected to be approximately $1M under the $10.7M budget, but exceeding the
$7.2M spring forecast.

Project Highlights:

A project included in the 2008 Parks levy approved by Bellevue voters, the grass soccer field at Newport Hills Park is being converted
to synthetic turf, which will allow the field to be used year-round. In addition, the old lights are being replaced by a state-of-the-art
lighting system, restrooms are being upgraded, the baseball infield will be converted to synthetic turf, and new ballfield fencing and
backstops will be installed. The project is currently under construction, and the soccer field should be ready for use by late 2010.

Transportation project highlights include:

e NE 8th Street, 96th Ave NE to Lake Washington Blvd (PW-W/B-73) - Construction completed
e NE 4th Street Extension (PW-R-160) - Final design contract awarded

e 120th Avenue NE Segments 2 & 3 (PW-R-164) - Design contract awarded

e NE 6th Street Extension (PW-R-162) - Conceptual design contract awarded

e Brookside Meadows Overlay project (PW-M-1) - Construction contract awarded
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Year-to-Date Expenditures and Revenues: Budget to Actual

Development Services Performance

Development Services- 2nd Quarter
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Comments: Development Services expenditures are anticipated to show savings of nearly $2.5 million (14%) from budgeted levels
reflecting expenditure control measures implemented in 2009. Savings will be realized through position vacancies and reduction in
contracted services. Additional savings will be derived through ongoing cost containment strategies through 2010. The impacts of the
recession and its effect on development activity continues in 2010. Development Services revenues are anticipated to be $6.0 million
(31%) below budgeted levels. In light of the economic downturn, 2010 revenue projections were updated in January. Actual year-end
collections are anticipated to meet the revised projections.

Utilities Performance

Utilities- 2nd Quarter
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Revenue Expenditures

Comments: The impacts of conservation efforts and a general decline in per-customer water usage became evident in the past few
years. As a result, Utility service revenues will likely be below budget in 2010; the extent of this is not yet known. Revenue projec-
tions will be adjusted as part of the 2011-12 budget process. Developer revenues are also expected to be somewhat below budget
due to the recession and its impacts on development activity. Ongoing cost containment strategies will continue in 2010. Some sav-
ings due to vacancies. RCFCs will be low due to lower-than-expected development activity.
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