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BUDGET MONITORING REPORT 
For the Period of January to March 2012 

 

Economic Indicators 

Economic Performance 

Regional Economy 
The First Quarter of 2012 is a testament to the fact the National economy is 
still on shaky ground.  Generally, economists have expressed cautious  
optimism about the economic recovery taking hold in 2012, with the biggest 
problem being not recovering at a faster clip. There are also a few unsettled 
issues that threaten to weaken the economy.  

Areas that continue to struggle to improve are housing and construction.  
Housing and construction are intertwined such that without a recovery in 
housing, construction will continue to struggle.  Economists believe that 
there will be an eventual recovery in both but there is disagreement about 
how soon it will happen.  While home prices have leveled off, home sales 
have begun to increase indicating that home prices will eventually follow.  
Still, the housing market faces the challenge of working off excess inventory 
so demand can rise. As housing demand rises construction will pick up.  In 
the Puget Sound area, construction has remained elusive in all but the City 
of Seattle.   

Externalities that will impact the regional economy are problems with  
sovereign debt and the resulting political instability in the European  
Union, as well as rising fuel prices.  The Puget Sound Region will see some degree of negative effect if Europe’s economy continues to 
be hindered by debt issues.  Fuel prices steadily increased throughout the quarter on fears of political instability in the Middle East.   
Elevated fuel prices may have hindered economic activity. 

Bellevue Economy 
Business activity in Bellevue has been increasing and many indicators show positive signs.  Like the rest of the region, Bellevue is  
expected to outpace the national recovery.  Bellevue has been seeing new businesses opening and an increase in condominium sales in 
high rise buildings after years of being largely empty. The Bellevue Central Business District office vacancy rate continues to drop, down 
to 13.4% from 13.8%, and rent has continued to rise.  Improvement in the vacancy rate will have a positive effect on sales and B&O tax.  
Source: Cushman Wakefield Alliance Research Publication. 

Cost Containment 
Cost containment measures implemented mid-year in 2011 to better align expenses with revenue are continually being monitored through 
2012 and to date are coming in on target. 

The Brookings Institute recently released a report called “Metro Monitor” that followed the 
100 largest metro areas in the United States to determine how they have fared through the 
“Great Recession.”  This report ranked the Metro areas by Employment, Unemployment, 
Output, and Housing.  Overall the Seattle Metro area, including Bellevue, ranked in the  
middle of the pack. There were several areas where the Seattle Metro area exceeded the 
average among the other 100 largest Metro areas. Job growth, for example, experienced 
four quarters of  growth. Another area in which the region was above average was  
economic output as measured by Gross Metropolitan Product (GMP) where the rate of 
growth was consistent with an economic recovery.   
 

 2010  

Actual 

2011  

Forecast 

Employment -1.4% 1.9% 

Personal Income 2.6% 5.1% 

Housing Permits 31.5% 11.1% 

Average Home Price -0.8% -9.6% 

Taxable Retail Sales -0.2% 1.9% 
Source:  Puget Sound Economic Forecaster—March 
2012 

Annual Percent Change in Puget Sound  

+ = Positive variance or negative variance < 1%.

O = Negative variance of 1-4%.

‐ = Negative variance of > 4% .

Compared to seasonal trends:

Performance at a Glance YTD

Pg 2 General Fund YE Estimated Revenue vs 
General Fund YE Estimated Expense +

Pg 3 Tax Performance as Compared to Adopted 
Budget O

Pg 4 General CIP Expenditures & Resources vs 
Adopted Budget O

Pg 5 Development Services YE Estimated 
Expenditures vs YE Estimated Revenues +

Pg 5 Utilities Expenditures & Resources vs 
Adopted Budget +
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GENERAL FUND PERFORMANCE 

Year-to-Date Expenditures and Revenues:  Adopted Budget to Actuals 

NOTE:  The above graph illustrates the difference between year-to-date revenue collections and expenditures through March,  
current year-end estimates, and adopted budget. The City’s accounting and budgeting basis is modified accrual. Accordingly, the 
year-to-date revenue collections represents monies received for 2012 activity only. Due to the time lag between earning and  
receiving some major tax collections, year-to-date actuals are less than actual 1st quarter activities. Expenditures are based on ac-
tual activities performed during the first quarter.  

As has been reported previously, the Great Recession impacted the economically sensitive revenues, specifically Business and 
Occupation Tax and Sales Tax.  The chart above compares the adopted budget for 2012 (adopted in December 2010) to the 2012 
Year End Estimate, whereas the year-end estimates portray the effects of the Great Recession with reduced revenues.  The year-
end revenue forecast also assumes the elimination of Liquor Excise Tax effective July 1 as passed by the State Legislature in April. 

Expenses are expected to be below adopted budget due to extensive cost containment measures enacted in 2011.  The  
management actions taken in 2011 have brought expenditures to be 0.3% of estimated revenues.  The Budget Office is closely 
watching spending and revenue collection as the economy continues to slowly recover. 

Due to modified accrual accounting, it can be challenging to gauge performance using first quarter data, particularly on the revenue 
side. In 2011, for example, revenue performance, gauged by collection in the first two quarters, would have appeared to be down for 
the year.  However, the second two quarters performed better, ultimately collecting 4.0% more than the prior year.  While the first 
quarter usually is the lowest revenue-collection quarter, the chart above shows that 2012 year-to-date actual revenue is significantly 
less than year-to-date expenses. In actuality, when adjusting for the modified accrual basis of accounting as noted above, the  
numbers are much closer. Including the accrual adjustments, revenue collection for the first quarter of 2012 is 4.5% higher than first 
quarter 2011, showing an overall positive trend. 

 

 

General Fund Revenues and Expenditures as of March 31, 2012 
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GENERAL FUND PERFORMANCE 

Year-to-Date Tax Performance Compared to Adopted Budget 

NOTE:  The above graph illustrates the difference between year-to-date collections through March, current year-end estimates, and 
adopted budget. The City’s accounting and budgeting basis is modified accrual. Accordingly, the year-to-date collections represents 
monies received for 2011 activity only. Due to the time lag between earning and receiving some major tax collections, year-to-date 
actuals are less than actual first quarter activities. Additionally, year-end projections are based on the limited information available to 
date. Projections, which are based on economic trends and projections as well as historical collections, will be updated as more  
information becomes available.  

As has been reported previously, the Great Recession impacted the economically sensitive revenues, specifically Business and 
Occupation Tax and Sales Tax.  The chart above compares the adopted budget for 2012 (adopted in December 2010) to the 2012 
Year End Estimate.  The year-end estimates portray the effects of the Great Recession. 

Sales Tax:  Sales tax is collected two month in arrears. Therefore, as of March 31, the City has collected one month of sales tax.  
The month of January was lower than forecasted due to the winter snow storm over Martin Luther King Jr. weekend.  The snow and 
ice storm prevented many people from traveling the roads and therefore purchasing sales tax-based items, such as autos or cloth-
ing. Additionally, many stores and restaurants were closed due to the weather. 

Business and Occupation Tax:  First quarter B&O tax collections have not been posted due to the modified accrual basis account-
ing, but based on early returns it appears B&O tax collections are up compared to first quarter 2011 and on target with the forecast.  
Despite the slight rebound of B&O tax collections, 2012 projection is still below adopted budget.   

Utility Taxes:  Utility tax is expected to be slightly below the adopted budget for 2012.  This revenue source was not as affected by 
the Great Recession like Sales and Business and Occupation Tax. The weak spot in Utility tax is telephone tax collection.  Tele-
phone tax collection has been down since the recession began and it is expected to be a drag on the Utility tax revenue category as 
consumers switch to using cell phones as their sole phone.  Overall, Utility tax is expected to grow by 3.7% from 2011, with the bulk 
of the increase expected to be through Electric, Gas, Water and Sewer Utility taxes. 

Property Tax.  Property tax is projected to be at adopted budget. 

 

 en 

General Fund Tax Collec ons as of March 31, 2012 
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GENERAL CIP PERFORMANCE 

Year-to-Date Expenditures and Resources:  Adopted Budget to Actuals 

NOTE:  The above graph illustrates the difference between year-to-date resource collections and expenditures through March,  
current estimates, and adopted budget. The City’s accounting and budgeting basis is modified accrual. Accordingly, the year-to-date 
resource collections represents monies received for 2012 activity only. Due to the time lag between earning and receiving some 
major tax collections, year-to-date actuals are less than actual first quarter activities. Expenditures are based on actual activities 
performed during the first quarter.  

As has been reported previously, the Great Recession impacted the economically sensitive revenues, specifically Business and 
Occupation Tax and Sales Tax.  The chart above compares the adopted budget for 2012 (adopted in December 2010) to the 2012 
year end projection, whereas the year end projections portray the effects of the Great Recession with reduced revenues.  The year 
end projection also takes into account the timing of project expenditures and project specific revenues, such as grants and  
intergovernmental contributions that are generally provided on a reimbursement basis.  
 
For 2012, expenditures are currently projected to be approximately $4.0 million greater than resources (comparing the green bars in 
the graph above).  In an effort to move forward on projects sooner rather than later, the City’s policy is to use temporary cash flow 
borrowing to bridge the gap between resources and expenditures.  The City currently has a $30.0 million line of credit (LOC) with 
$15.0 million drawn to date, therefore the projected imbalance in 2012 can be managed by the existing capacity in the current LOC.  
Staff is closely watching spending and revenue collections as the economy continues to recover to determine the impacts on the 
CIP and any subsequent cash flow needs in 2012.  The LOC is scheduled to come due in November 2013. 
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Year-to-Date Expenditures and Revenues:  Adopted Budget to Actuals 

 

 

DEVELOPMENT SERVICES PERFORMANCE 

Development activity is anticipated to improve throughout 2012.  The 2012 adopted budget was developed in 2010 when the econo-
my was anticipated to have a faster recovery.  The revised 2012 forecast projects growth in development activity over 2011 levels 
with anticipated  increases in major project development.   Expenditures are anticipated to show savings of nearly $1.5 million from 
budgeted levels due to expenditure control measures and staffing level reductions that were implemented in 2011. By policy,  
reserves are held to address revenue shortfalls in downward cycles. 

Utility revenues are expected to be $0.4 million below adopted budget due primarily to low interest earnings.  Water wholesale costs 
will be about $1.1 million below budget due to changes in Cascade's cost projections and revisions to their ratemaking methodology.  
Expenditures are expected to show additional savings of about $0.9 million largely due to reduced capital expenditures in the Water 
fund. 

 

Year-to-Date Expenditures and Revenues:  Adopted Budget to Actuals 

UTILITIES PERFORMANCE 
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