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City of 52335
Bellevue “«@H?;r%o* Post Office Box 90012 « Bellevue, Washington ¢ 98009 9012

October 23, 2006

The Honorable Mayor
Members of the City Council
Residents and Stakeholders of the City of Bellevue

Dear Mayor Degginger, City Councilmembers, Residents and Stakeholders of Bellevue:

We are pleased to present the City’s 2007-2008 Preliminary Operating Budget and the
2007-2013 Capital Investment Program (CIP) Plan. These combined budgets, totaling
$945 million for the 2007-2008 biennium, are recommended for your consideration.

The Operating Budget and CIP Plan include no tax increases. They recognize the fiscal
constraints faced by the City while providing for emerging public safety needs. The
budget and CIP plan maintain the City’s high service levels, provide strategic investments
in our streets, sidewalks, parks and other facilities and continue the City’s commitment to
work smarter and more efficiently through new technologies.

However, the preliminary Operating Budget and CIP plan do not address the fundamental
challenge facing the City — how to fund and sustain the City’s rapidly growing list of
emerging operating and capital needs.

Bellevue residents continue to give us high marks:

¢ More than nine of ten residents described Bellevue as an excellent place to live.
Nine in ten consider their neighborhood an excellent or good place to live.

o Eighty-eight percent of respondents feel they are getting their money’s worth for
their tax dollars.

Bellevue Today: Our Financial Position is Good

Today, our financial position is good as we undergo another major development cycle.
Our downtown is dotted with construction cranes and office vacancy rates have
plummeted. Regional economists are predicting a modest pace of growth into the
foreseeable future.

This growth comes after several years of difficult times that included falling sales tax
receipts and rising pension and health benefits costs. This means that our economic
growth helps relieve some of the fiscal pressure by bringing our financial position back
into balance. Our current and future budgets face fiscal pressures for several reasons:

¢ The recent recession eroded our resource base. For example, when the effects of
inflation are removed, Bellevue's sales tax revenues did not return to 2000 levels
until 2006;
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¢ Decisions by the state legislature to remove $2.4 million of Bellevue’s annual
taxing authority through B&O apportionment means that we will have less in the
future;
Pension and health benefit costs continue to rise at rates well above inflation;

o State and Federal legislation ranging from telecommunications policy to
community development block grants can either reduce City revenues or increase
City costs.

All of this means that the City has fewer dollars to meet service needs than it would have
had.

Despite spending reductions in the past two budget cycles, such as reducing staffing and
maintenance levels, we have emerged whole and strong from the regional recession
without degradation of key programs. Standard and Poor’s, one of the nation’s
preeminent bond rating agencies, recently affirmed Bellevue's strong management and
financial capacity when it gave the City’s general obligation bonds its highest rating (AAA).
Of particular note was comment about the City’s prudent financial management, the
recognition of construction-related revenues as non-recurring, and the City’s considerable
restraint with regard to increasing tax levies.

One risk that has not been factored into our budget is Initiative 933. This initiative, which
requires compensation for government regulation, will be on the ballot in November.
Based on the timing, complexities, and uncertainties associated with this ballot measure,

. the Budget assumes no impact from this initiative. If this initiative passes, staff will return

to Council with any necessary budget amendments in 2007.

Our Operating Budget Maintains Bellevue’s Quality Services.

The Preliminary Budget maintains services and includes the addition of 17.19 new
positions. Most positions added to the Preliminary Budget are revenue supported or
necessary to convert limited term positions where service demands are expected to
continue. Details of these budget adds can be found on the Budget Enhancement pages
of each department’s section in the budget document. Highlights of the proposed service
additions include:

Public Safety. The budget allocates $1.5 million for the addition of eight firefighters in
response to an increasing service demand for medic calls; provides two positions for
Advanced Life Support staffing including a Medical Services Officer and a ALS Data
Analyst; funds contract administration for monitoring the recent ambulance transport
contract and for quality control; and provides resources for an additional fire training
academy to replace personnel who are expected to retire. $1.2 million of the proposal
cost is offset by additional revenues to the City from the Emergency Medical Services levy.

City Streets and Right of Way. The budget includes $0.2 million for maintaining trees and
streetscapes in the right of way; improves our pothole repair program so that repairs last
longer; and provides maintenance and operating funding for signal lights that have been
installed. A companion proposal, that improves landscaping in the City’s right of way, is
included in the Capital Investment Program.



Land Use and Development Regulation. This proposal includes $0.3 million for the
backlog in land use code amendments and to support several high priority projects.

Parks and Open Space. The budget includes the addition of two positions to enhance the
quality of parks maintenance and contract oversight. These positions use existing dollars.

Human Services. The budget allocates an additional $41,000 for human services grant
requests to offset the loss of Federal money. With these additional resources, total City
funding of human services is estimated at $4.2 million for the 2007-2008 biennium.

Economic Development. The budget includes $0.2 million for a number of economic
development initiatives.

Support Services. This budget includes $0.5 million for a fieet mechanic to maintain
heavy equipment such as fire apparatus and for the staffing (1.44 positions) and support
of the electronic content management system to provide more efficient access and
distribution of the City’s records and related business process improvements.

The budget includes an additional $0.5 million to ensure tax compliance with existing code.
The successful business and occupation tax audit program will be expanded and costs
will be fully offset by additional tax collections.

The budget also includes the conversion of 1.75 limited-term employees into 1.75 full-time
equivalent employees. One of these positions is an attorney to manage the ongoing body
of work the department has experienced. The second position (.75) is a records clerk to
support development services operations. These positions use existing resources.

Regional Services. The budget proposes the addition of one position to support the
award winning e-Gov Alliance which is fully funded through other member city
contributions.

The following table provides a summary of these proposed position additions:

Firefighters - Aid Car Staffing . 8.0
Administrative Lieutenant - *ALS Operations 1.00

*

Parks Maintenance - Contract Administrator l 1.00
Parks Maintenance - Senior Streetscape Technician 1.00
Fleet Mechanical Services Technician 1.00
Electronic Content Management Administrator & Bus Process Analyst 1.44
Attorney | - LTE Conversion 1.00

Records Clerk LTE Conversion




This Budget Invests in the City’s Infrastructure and Future

As with most budgets, this budget does not meet all of Bellevue’s capital needs, nor does
it fund all investment requests put forward by departments. We estimate total new CIP
needs to be nearly half a billion dollars over the next decade; this capital budget funds
only a fraction of that.

In total, there are 39 new or enhanced projects with additional recommended funding in
the 2007-2013 CIP Plan. We believe that these projects are consistent with Council
direction and were recommended by the Transportation Commission and the Parks &
Community Services Board. The CIP continues to make strides toward addressing
transportation demands, making investments in the downtown and investing in our parks
system. Overall, this CIP is a balance between new investments and the need to maintain
existing infrastructure. '

The following list highlights some of the new projects included in the CIP. More detailed
information on each project is available in the 2007-2013 CIP Plan accompanying the
2007-2008 Preliminary Budget.

Mobility & Transportation
PW-R-141, West Lake Sammamish Parkway/north city limit to I-90 ($5.0 million) — funds

design and implementation of a first phase of improvements as selected by the
community.

PW-R-151, 145" Place SE/SE 8" to SE 24" and SE 22"/145" PI to 156" P/ SE ($5.3
million) — funds final design and construction of the final phase of this project to include
bike lanes, curb, gutter, sidewalks as well as other improvements.

PW-R-152, NE 8" Street/106" Avenue NE to 108" Avenue NE ($4.0 million) — adds a
westbound lane/turning lane on NE 8" Street;

CD-22 , Urban Boulevards/Great Streets ($2.1 million) — funds gateway improvements at
key locations and implements "urban boulevard" landscaping and corridor treatments
along key neighborhood arterials.

PW-R-153, Bel-Red Corridor Plan Implementation ($3.5 million) — early implementation
project to partially fund remaining planning work, conceptual design studies, property
acquisition and other implementation activities to advance the plan's key
recommendations.

Parks and Open Space/Community Livability
P-AD-15, Parks Property Acquisition ($4.9 million) — provides additional funding for future

property acquisitions as opportunities arise.

P-AD-69, Bellevue Challenge Grant ($3.5 million) — provides seed or incentive money to
leverage City capital funding for a variety of partnership capital projects.

P-AD-36, Robinswood Synthetic Fields ($2.0 million) — replaces grass soccer fields at
Robinswood Park with synthetic turf for year-round use.



P-AD-75, Mercer Slough Environmental Education Center ($5.7 million) — renovates the
existing Sullivan House and develops two classroom buildings, two wetlab buildings, a
multipurpose building, restroom, treehouse learning structure, slough overlook, visitor
center, site improvements and parking.

P-AD-78, Citywide Streetscapes Neighborhood Program ($2.0 million) — provides funding
to improve, manage, and maintain landscape treatments and street trees on City arterials
and rights-of-way. The project will focus on identifying and correcting the highest priority
problem areas within the City. '

Downtown Implementation Plan

CD-19, Downtown Investments/DIP Implementation ($3.0 million) — includes planning,
design, and construction for several urban livability projects focusing on mid-block
crossings, great streets/themed streets, and pedestrian environment improvements.

CIP Line of Credit.

Overall, this budget continues the practice of moving more projects forward in the early
years of our seven year-plan. We have often referred to this as “frontloading” the CIP
Plan. Transportation, parks, and downtown projects are a priority and, to the greatest
extent possible, they have been programmed in the early years of the CIP. This budget
assumes that borrowing will be needed in the early years of the CIP to support cash flow
needs related to frontioading. As such, the 2007-2008 budget sets aside $2.0 million to
pay the interest on borrowing costs. Should actual cash flow needs be less than
anticipated, the monies set aside to pay interest costs will be reallocated to capital
projects. ’

This Budget Includes the Practice of Funding for Contingencies
The budget includes a General Fund contingency of $1.6 million for the biennium.

This budget does not include a contribution to the Rainy Day Reserve Fund and instead
uses those resources for needed operating investments. At the May 2006 budget retreat,
Council directed staff to move forward with a change to modified accrual budgeting
starting in 2008. This change will positively impact Bellevue’s General Fund reserve
balance and staff will return to Council for a discussion on fund balance policy at the
2007-2008 mid-biennium.

This budget places $12 million in a Council contingency to be used at Council’s discretion.
This $12 million comes mainly from one-time monies (real estate excise tax and new
construction sales tax) associated with the extraordinary economic growth that we are
experiencing. | am recommending that Council not earmark these dollars for any specific
capital project or other expense at this time. Instead, staff will return to Council with
several alternatives for consideration.

In recent weeks, Council has heard from residents, businesses and other stakeholders
seeking financial support for a multitude of new services and facilities. However, there is
no ongoing revenue stream to fund or sustain these emerging needs. Additionally, the City
has identified hundreds of millions of dollars in unfunded capital needs. This is the
fundamental challenge facing the Council as it determines how to move forward.
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Utility Funds

This Budget includes the following proposed utility rate increases for 2007 and 2008:

2007 2008
Water 5.2% 6.6%
Wastewater 9.5% 2.5%
Storm and Surface Water 5.5% 5.0%

Rate increases are needed to fund 1) pass-through increases in wholesale Metro/King
County Sewer and Cascade Water Alliance water costs to customers; 2) increasing State
pension, technology, insurance and fuel costs; 3) inflationary increases in salaries,
maintenance and operations costs; and 4) additional capital needs.

Average monthly Ultility bills (including water, wastewater, and storm and surface water)
for single family residential customers are projected as follows:

Monthly Bill $ Increase % Increase

2006 Utility Bill $89.37

2007 Cascade 1.76

2007 METRO 2.96

2007 Local 1.20

2007 Capacity Projects* .58

2007 Utility Bill $95.87 $6.50 7.3%
2008 Cascade 1.87

2008 Local 1.91

2008 Capacity Projects 0.41

2008 Utility Bill $100.06 $4.19 4.4%

* Wastewater system improvements to increase trunk sewer and pumping station
capacity to meet forecast growth in the downtown.

Bellevue Tomorrow: An Urban Center and World Class City

People and businesses are moving to our city in unprecedented numbers. Our downtown
residential population is estimated to double in the next six years from five thousand to ten
thousand residents. An increasing daytime workforce and our growing residential
population will require new amenities such as restaurants, retail shops, entertainment,
parks, open space, new transportation modes as well as core municipal services such as
police, emergency medical services, and fire suppression.

Although this Preliminary Budget is sufficient to support our community over the next two
years, we will have to reexamine our future service delivery needs and take a broader
look at our capital program. While we’ve done an excellent job of outlining a future vision



for Bellevue as a world class city, much work remains to determine how the City will pay
for capital needs to make this vision a reality. Based on recent estimates there are more
than $490 million in capital needs in several areas including:

Mobility and Transportation. More than $263 million in projects, ranging from
street widening and interchange expansions to bus and non-motorized
improvement projects.

Parks and Open Space/Community Livability. More than $126 in projects ranging
from open space and trail improvements to community parks and recreation
centers have been identified.

Downtown Implementation Plan. More than $103 million in projects to improve
livability and access to and through the downtown have been identified.

To meet these needs and remain competitive, the City must focus our energies on the
development of a comprehensive strategy for addressing the City’s long-term capital and
operating needs of the community.

In closing, | want to thank all of the City's fiscal staff and program managers for their
dedicated work on developing and producing this budget.

Sincerely,

Steve Earkozy 5 : °7£®f

City Manager
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Reader’s Guide

Understanding a municipal budget and its specialized terminology can be a challenging exercise. This
Reader’s Guide has been developed to make review of the City of Bellevue’'s budget easier. It highlights
the type of information contained in each chapter, describes some parts in detail, presents a glossary of
commonly used budget terms, and gives directions for locating additional budget information.

The Reader’s Guide is organized into the following sections:

A.

2007-2008 Budget Documents

This section identifies the information presented in each volume of the budget.
Basis of Accounting

This section discusses the basis of accounting used to present budget information.
Glossary

This section provides definitions for many of the terms used in the budget document.
Locating Additional Budget and Financial Information

This section provides a list of other documents containing information about the City's finances.

JAADMIN\BUD\O7-08 prelim budgetireaders guide.doc 10/17/06 2007-2008 City of Bellevue Preliminary Budget
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A. 2007-2008 BUDGET DOCUMENTS

The City of Bellevue has consolidated its operating and capital investment spending plans into three
volumes:

2007-2008 Budget - is designed to provide the reader with a “one stop” comprehensive look at Bellevue’s
Budget. See the following section for details on each chapter in the 2007-2008 Budget document.

2007-2013 Capital Investment Program Plan - is designed for readers who are most interested in the
City’s long range plan for improving and maintaining its capital and technological infrastructure. It
contains information relating to criteria for setting project priorities, maps, lists of funded projects, and
project detail for all capital projects the City plans to implement between 2005 and 2011.

2007-2008 Budget Detail - is designed for those who want to get “behind the broader numbers” and
explore some of the source data. It includes detail information on the resources supporting the budget
as well as expenditures by type with comparisons to previous years. Also included are personnel reports
and descriptions of each of the City’s funds.

JVADMIN\BUD\07-08 prelim budgetireaders guide.doc 10/17/06 2007-2008 City of Bellevue Preliminary Budget



2007-2008 Budget Document Organization
Chapter 1 - Transmittal Letter |

The Budget Transmittal Letter presents the City Manager's message on the 2007-2008 Budget and
the 2007-2013 CIP Plan to the Mayor, Councilmembers, residents, and other stakeholders. The
City Manager’s transmittal letter highlights the priorities and issues for both operating and CIP
budgets.

Chapter 2 - Reader’s Guide
Chapter 3 - Executive Summary

The Executive Summary presents a high level summary of the key components of the 2007-2008
Budget. It begins with narrative sections highlighting the General Fund, Utility Funds, Parks
Enterprise, and Development Services Fund Financial Forecasts. It includes information on “where
the money comes from” such as taxes, grants, and beginning fund balances; “where the money
goes” such as Transportation, Police, and Parks; and “what the money buys” such as personnel,
maintenance and operations, and capital. The chapter includes a series of charts, graphs, and
tables summarizing 2007-2008 resource and expenditure information.

Chapter 4 - Resource Summary

The Resource Summary presents 2007-2008 Budget resource information primarily through the use
of graphic presentations. This chapter contains more detailed information on resources than what is
included in the Executive Summary chapter.

Chapter 5 - Financial Forecasts

This chapter presents the six-year financial forecasts for the General Fund, Utility Funds, Parks
Enterprise, and Development Services Fund. A forecast is a mid-range look into the future that tries
to anticipate what spending and resources will be and what actions the City may need to take now
based on those results. It also discusses significant factors that might influence the future including
the economy, health benefit costs, collective bargaining agreements with the City’s workforce,
charges for water, and other factors that might increase or reduce resources or expenditures.

Chapter 6 — About Bellevue

This chapter provides background information about the City of Bellevue, such as its form of
government and organization, location, population, and business climate.

Chapter 7 - Council Vision/Mission/Priorities
e The Council’s vision, mission, and priorities are always “building blocks” of the budget process. In

preparation for the 2007-2008 Budget, The Council met in several Budget retreats and workshops
during 2006 and provided a framework for departments to use in developing their proposed budgets.

JVADMIN\BUD\O7-08 prelim budgefireaders guide.doc 10/17/06 2007-2008 City of Bellevue Preliminary Budget



Chapter 8 - Comprehensive Financial Management Policy

This chapter presents significant City budget and accounting policies including policies relating to
financial monitoring, budget preparation, revenues, and the Capital Investment Program Plan.

Chapter 9 - Stakeholder Outreach Summary

The City of Bellevue strives to involve the community in the budget process. This chapter describes
Bellevue's survey efforts and public hearing process that assures stakeholder input on budget
priorities.

Chapter 10 through Chapter 26 - Department Budgets

The 2007-2008 Budget marks the first time that the City of Bellevue is publishing a budget using an
automated Budget planning and development system. The system, called GovMax, allows the city
to facilitate its budget development and business processes. The new system serves as a planning
tool and stores background financial data in detail for every City fund including salary schedules,
filled and vacant position information, benefit costs, and information on CIP projects. The system
will support an iterative planning process, keeping track of changes in the budget from initial request
through various stages of departmental, budget office, City Manager and Council review and
approval of a final budget. !

The benefits of a strong budget system include automating manual processes, improving data
collection and workflow, strengthening analysis capabilities, reducing data entry and re-keying, and
reducing time spent compiling numbers, thus allowing additional time for analysis.

Each department presentation has a standard format and presents the budget at the department
level and by major program areas. Information at the department level is shown on the pages that
have only the department title such as “City Attorney”, “Fire”, or “Utilities”. Information at the
program level includes the program area title as well as the department name such as Fire, followed
by Fire Suppression & Rescue or Ultilities, followed by :

Department level information: The first section of each department presentation is at the
departmental level and includes a Program Outcome Statement, a discussion of Services and
Accomplishments, an Organizational Chart, and Major Challenges for the Biennium.

¢ Program Outcome Statement - This section addresses the mission of the department and
can be expressed as conditions or other values resulting from the conduct of the
department’s activities. For example, a Police Department outcome could be expressed as
a safe city. In the 2007-2008 Budget the department can use outcome statements or a
more traditional mission statement that includes the department’s major goals and reflects
the department’s activities and programs.

o Services and Accomplishments - This section discusses the services provided by the
department and its major accomplishments of the previous biennium.

e The next department level presentation provides four different financial summaries:

o Budgeted Cost Summary — provides the budgets for each department program
area; '

JAADMIN\BUD\07-08 prelim budgetireaders guide.doc 10/17/06 2007-2008 City of Bellevue Preliminary Budget



o Expenditure Category Summary shows what the money is spent on including (1)
personnel (wages and benefits), (2) interfunds (services provided by one department
on behalf on another), (3) M & O (maintenance and operational expenditures), and
(3) Capital (large equipment purchases or on the city’s infrastructure including roads,
parks, land acquisition and other commodities that are depreciable).

o Funding Summary - a summary of the funding sources that support the expenditure
activity;

o FTE Summary — the Full Time Equivalent (FTE) positions assigned to each program
area.

e 2007-2008 Work Initiatives — are a list or discussion of the major work activities that the
department plans to conduct during the biennium.

o Major Challenges for the Biennium — discusses the issues and challenges faced by the
department during the two years of the budget. The discussion could include discussions of
increased workload, new programs, improvements in service delivery and other factors that
the department needs to consider to assure quality program delivery.

Program level information: Information at the program level follows a presentation pattern similar to the
department level presentation. In addition, the program level presentation includes a Summary of
Services Provided, key performance measures, including actual performance results for 2005 and
targets through 2008. Additionally, the program level presentation includes a discussion of departmental
performance, and a section titled Program Notes to highlight program areas for the reader’s benefit.

JAADMIN\BUD\O7-08 prelim budgetireaders guide.doc 10/17/06 2007-2008 City of Bellevue Preliminary Budget
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B. BASIS OF ACCOUNTING

The City budgets and accounts for all funds on a cash basis. This means that transactions (i.e.,
resources or expenditures) are recognized only when cash is increased or decreased. For example, an
expenditure for consulting services is budgeted when the payment for the service is expected to be made
rather than when the service itself is expected to be performed. The City of Bellevue chose to use the
cash basis of accounting because it is generally accepted as the easiest basis of accounting to

understand and explain.

At year-end, the City prepares financial statements on the modified or full accrual basis, as required by
the State-prescribed Budgeting, Accounting, and Reporting System (BARS), and by generally accepted
accounting principles (GAAP). These financial statements are presented in the City's Comprehensive
Annual Financial Report (CAFR).

JVADMIN\BUD\07-08 prelfim budget\readers guide.doc 10/18/06 2007-2008 City of Bellevue Preliminary Budget



C. GLOSSARY

The following are definitions of some of the more common terms one may encounter in reviewing this
budget document.

ACCRUAL BASIS

A basis of accounting in which transactions are recognized at the time they are incurred, as opposed to
when cash is received or spent.

AMENDED BUDGET

The amended budget is defined as the authorized mix and level of services, in place as of the last
budget amendment ordinance, adjusted for reorganizations so that costs are comparable to the new
biennial budget.

Unless otherwise noted, the 2001, 2002, 2003, and 2004 budget values shown in this document have
been amended. They represent the adopted budgets plus additional expenditure appropriations
resulting from City Council decisions made throughout the year and any reorganizations.

APPROPRIATION

A legal authorization granted by the legislative body (City Council) to make expenditures and to incur
obligations for specific purposes. For operating fund budgets, these appropriations lapse at the end of
each fiscal biennium. For nonoperating/special purpose funds such as the Capital Investment Program
Funds, appropriations do not lapse but continue in force until fully expended or until the purpose for
which they were granted has been accomplished, abandoned or revised by the City Council.

ASSESSED VALUATION (AV)

The fair market value of both real (land and buildings) and personal property as determined by the King
County Assessor's Office for the purpose of calculating property taxes.

ASSET
Resources owned or held by a government that have monetary value.
BARS

The acronym “BARS” stands for Budgeting, Accounting, and Reporting Systems as prescribed by the
State of Washington.

BASE BUDGET
Cost of continuing the existing levels of service in the current budget biennium.

BEGINNING FUND BALANCE

A revenue account used to record resources available for expenditure in one fiscal biennium because of
revenues collected in excess of the budget and/or expenditures were less than the budget in the prior
fiscal biennium. :
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BIENNIAL BUDGET

The financial and operating plan for the City that establishes a two-year appropriation in accordance with
Washington State law.

BOND

A long-term “IOU” or promise to pay. It is a promise to repay a specified amount of money (the face
amount of the bond) on a particular date (the maturity date). Bonds are typically used to finance capital
projects.

BUDGET

A financial operating plan for a given period which displays the estimated expenditures to provide
services or to accomplish a purpose during that period together with the estimated sources of revenue
(income) to pay for those expenditures. Once the fund totals shown in the budget are appropriated by
the City Council, they become maximum spending limits.

BUDGET CALENDAR

The schedule of key dates that a government follows in the preparation and adoption of the budget.

BUDGETARY BASIS

This refers to the basis of accounting used to estimate financing sources and uses in the budget. This
generally takes one of three forms: Generally Accepted Accounting Principles (GAAP), cash, or modified
accrual.

BUDGETARY CONTROL

The control or management of a government in accordance with the approved budget for the purpose of
keeping expenditures within the limitations of available appropriations and resources.

CAPITAL ASSET

Property that has an initial useful life longer than one year and that is of significant value. The useful life
of most capital assets extends well beyond one year. Includes land, infrastructure, buildings, renovations
to buildings that increase their value, equipment, vehicles, and other tangible and intangible assets.

CAPITAL EXPENDITURE

An outlay that results in or contributes to the acquisition or construction of a capital asset.

CAPITAL INVESTMENT PROGRAM (CIP)

The CIP is a major planning tool of the City of Bellevue in which needed improvements to the City's
facilities and infrastructure are identified, prioritized, priced, and discussed with the City Council and
public. Funding from a variety of sources, including local taxes, is matched with the costs of these
projects. After the City Council has reviewed and approved the program, these projects are
implemented. The CIP covers a seven-year period and is updated every two years.

CAPITAL PROJECT

Major construction, acquisition, or renovation activities that add value to a government’s physical assets
or significantly increase the useful life.
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CASH BASIS

A basis of accounting in which transactions are recognized only when cash is increased or decreased.
CIP

The acronym “CIP” stands for Capital Investment Program. It is a seven-year plan of capital

improvements approved by the Council on a biennial basis. This plan is a blueprint which City staff can
follow in implementation of the listed projects.

CONSTANT OR REAL DOLLARS

The presentation of dollar amounts adjusted for inflation to reflect the real purchasing power of money as
compared to a certain point in time in the past.

CONSUMER PRICE INDEX (CPI)

A statistical description of price levels provided by the U.S. Department of Labor. The index is used asa
measure of the increase in the cost of living (i.e., economic inflation).

CONTINGENCY

A budgetary reserve set aside for emergencies or unforeseen expenditures not otherwise budgeted.

CONTRACTUAL SERVICES

Services rendered to a government by private firms, individuals, or other governmental agencies.
Examples include utilities, rent, maintenance agreements, and professional consulting services.

DEBT SERVICE

The cost of paying principal and interest on borrowed money according to a predetermined payment
schedule.

DEFICIT

The excess of an entity’s liabilities over its assets or the excess of expenditures or expenses over
revenues during a single accounting period.

DEPRECIATION

Expiration in the service life of capital assets attributable to wear and tear, deterioration, action of the
physical elements, inadequacy, or obsolescence.

DESIRED PROGRAM OUTCOMES

The consequence of what a program or activity does. An end result of a process.
DEVELOPMENT-RELATED FEES

Those fees and charges generated by building, development, and growth in a community. Included are
building and street permits, development review fees, zoning, platting, and subdivision fees.
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DIRECT SERVICES OVERHEAD

Costs for centrally-provided internal services which can be identified to specific departments and which
departments can control how much of the service they use (e.g., postage, word processing, long-
distance phone charges).

DISBURSEMENT
The expenditure of monies from an account.

DISTINGUISHED BUDGET PRESENTATION AWARDS PROGRAM

A voluntary awards program administered by the Government Finance Officers Association to encourage
governments to prepare effective budget documents.

DOUBLE BUDGETING

The result of having governmental funds or departments purchase services from one another rather than
from outside vendors. When internal purchasing occurs, both the “buyer” and the “seller” of services
must have a budget. The “buyer” has to budget the expenditure and the “seller” has to have resources in
its budget to provide the service. This type of transaction results in inflated budget values because the
same expenditure or revenue dollar is budgeted twice, once in each fund's budget. The budget has not
been adjusted to reflect double budgeting.

EFFECTIVENESS MEASURE

A measure used to determine if a program or department is achieving its desired outcome. The degree
to which a performance objective is being achieved.

EFFICIENCY MEASURE

This measure reflects the relationship between work performed and the resources required to perform it.
It demonstrates how well the available resources are being used.

ENCUMBRANCE

The commitment of appropriated funds to purchase an item or service. To encumber funds means to set
aside or commit funds for a specified future expenditure.

EXPENDITURE

An expenditure is, in simple terms, the payment for goods and services. In a cash budget such as the
City of Bellevue's, expenditures are recognized only when the cash payments for the cost of goods
received or services rendered are made.

EXPENSE

Charges incurred (whether paid immediately or unpaid) for operations, maintenance, interest or other
charges.
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FINANCIAL POLICY

A government’s conscious decision on the financial direction it wants to take regarding revenue,
spending, and debt management in relation to government services, programs, and capital investment.
Financial policy provides an agreed-upon set of principles for the planning and programming of
government budgets and their funding.

FISCAL BIENNIUM

In accordance with Washington State Law (RCW 35A.34), a fiscal biennium is the period from January 1
of each odd-numbered year through December 31 of the next succeeding even-numbered year (i.e.,
January 1, 2003 - December 31, 2004).

FISCAL YEAR

A twelve-month period designated as the operating year for accounting and budgeting purposes in an
organization. The City of Bellevue’s fiscal year is the same as the calendar year.

FIXED ASSETS

Assets of long-term character that are intended to continue to be held or used, such as land, buildings,
machinery, furniture and other equipment.

FULL-TIME EQUIVALENT (FTE)

The acronym "FTE" stands for Full-Time Equivalent and represents the measure by which the City
accounts for its staffing. A regular City employee working a standard 40-hour week is counted as 1.0
FTE; a regular City employee working fewer than 40 hours per week is counted as a portion of an FTE
(e.g., 30 hours a week is counted as 0.75 FTE).

FUND

Governmental accounting systems are organized and operated on a fund basis. A fund is an
independent financial and accounting entity with a self-balancing set of accounts in which financial
transactions relating to resources, expenditures, assets, and liabilities are recorded. Funds are
established to account for the use of restricted revenue sources and, normally, to carry on specific
activities or pursue specific objectives. Funds may be established by the State Constitution, State
statute, City Charter, City ordinance, or Finance Director.

FUND BALANCE

The difference between resources and expenditures.

GAAP

Generally Accepted Accounting Principles. Uniform minimum standards for financial accounting and
recording, encompassing the conventions, rules and procedures that define accepted accounting
principles.

GENERAL CIP REVENUE

General CIP Revenue is defined as the revenue dedicated to CIP use derived from the 0.5% local
optional sales tax, 0.03% business and occupation tax, interest earnings on unexpended balances, and
any miscellaneous unrestricted revenues. General CIP Revenue is allocated to each non-utility program
area based on overall priorities.
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GENERAL OBLIGATION (G.O.) BOND

This type of bond is backed by the full faith, credit, and taxing power of the government.
GRANTS

A contribution by a government or other organization to support a particular function. Grants may be
classified as either operational or capital, depending upon the grantor.

INDIRECT SERVICES OVERHEAD

Cost of centrally-provided internal services for which there is a citywide benefit that cannot be readily
identified to specific departments (e.g., financial services).

INFRASTRUCTURE

The physical assets of a government (e.g., streets, water, sewer, public buildings, and parks).

INTERFUND SERVICES REVENUE

The term "interfund” refers to transactions between individual funds of the City of Bellevue (rather than
transactions between the City and private companies, other governments, or vendors). From a
budgeting and accounting perspective, the service receiver must budget and pay for the service
received. The service provider will budget for the cost of providing the service and receive revenue in
the form of a payment from the service receiver. Interfund revenues can be either payment for intracity
services or contributions of revenue from one City organization to another. Examples of interfund
revenues include equipment rental charges, self-insurance premiums, and contributions for debt service
obligations. As can be seen from this description, interfund activities inflate both expenditures and
revenues; this causes what we refer to as "double budgeting".

INTERGOVERNMENTAL REVENUE

Funds received from federal, state, and other local government sources in the form of grants, shared
revenues, and payments in lieu of taxes.

INTERNAL SERVICE CHARGES

The charges to user departments for internal services provided by another government agency, such as
data processing or insurance funded from a central pool.

LAPSING APPROPRIATION

An appropriation made for a certain period of time, generally for the budget biennium. At the end of the
specified period, any unexpected or unencumbered balance lapses or ends, unless otherwise provided
by law.

LEADERSHIP TEAM

The City’s administrative decision-making body consisting of all department heads, the deputy and
assistant city managers, and the City Manager.

LEOFF |

The acronym “LEOFF I” stands for Law Enforcement Officers and Firefighters | retirement program.
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LEVY
To impose taxes for the support of government activities.

LIMITED-TERM-EMPLOYEE (LTE)

The acronym "LTE" stands for Limited Term Employee and represents an individual hired full or part-time
for a specific project or purpose with an employment period not to exceed three years.

LINE-ITEM BUDGET

A budget prepared along departmental lines that focuses on what is to be bought.
LONG-TERM DEBT
Debt with a maturity of more than one year after the date of issuance.

M&O (MAINTENANCE AND OPERATING) COSTS

Expenditure category that represents amounts paid for supplies (e.g., office supplies, repair and
maintenance supplies, minor equipment, and software), and other services and charges (e.g., ongoing
contracts, professional services, communications, rent, utilities, and intergovernmental services).

MAINTENANCE OF CURRENT SERVICE LEVELS
A budget concept aimed at identifying the additional level of resources needed in a particular budgetary
period to provide the same quality level of service as was provided in the prior budgetary period. Factors

which might affect the cost of maintaining a current service level from year to year include inflation and
mandatory cost changes, and changes in service volumes.

NET BUDGET

The legally adopted budget less double-budgeted items such as interfund transfers and
interdepartmental charges.

NONOPERATING/SPECIAL PURPOSE FUND

A budgeting, accounting, and reporting entity established to receive revenues typically of a
noncontinuing nature and to make expenditures for noncontinuing projects or programs. It usually has a
short-term life, after which the fund will be disbanded. Although budgets may be established on an
annual or biennial basis, appropriations are nonlapsing and continue from biennium to biennium.

OBJECT OF EXPENDITURE

An expenditure classification, referring to the lowest and most detailed level of classification, such as
electricity, office supplies, land, or furniture.

OBJECTIVE

Something to be accomplished in specific, well-defined, and measurable terms and that is achievable
within a specific time frame.
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OBLIGATIONS

Amounts which a government may be legally required to pay out of its resources. They include not only -
actual liabilities, but also encumbrances not yet paid.

OPERATING COSTS

Operating costs (also called maintenance and operating costs or m&o costs) are planned expenditures,
covered in the City's Operating Budget, for conducting continuing service programs based at the physical
facilities constructed, reconstructed, or acquired by the Capital Investment Program. For example, the
costs of personnel and supplies for maintaining a park property once it is constructed are "operating
costs," while the costs of constructing the park itself are capital costs. Another example of an operating
cost would be the necessity of paying for electricity to run a traffic signal once a CIP-financed intersection
has been constructed.

OPERATING FUND

Operating funds have biennially-established balanced budgets which lapse automatically at the end of
the fiscal biennium. These funds carry on the traditional service operations of a municipality.

OPERATING EXPENDITURES

The cost of personnel, materials, and equipment required for a department to function.

OPERATING REVENUE

Funds that the government receives as income to pay for ongoing operations. It includes such items as
taxes, fees from specific services, interest earnings, and grant revenues. Operating revenues are used to
pay for day-to-day services.

OPERATING TRANSFERS

Amounts transferred from one fund to another to assist in funding the services for the recipient fund.

PAY-AS-YOU-GO BASIS

A term used to describe a financial policy by which capital outlays are financed from current revenues
rather than through borrowing.

PERFORMANCE BUDGET

A budget wherein expenditures are based primarily upon measurable performance of activities and work
programs.

PERFORMANCE MEASURE

An indicator which measures the degree of accomplishment of an activity. The three itypes used in the
City of Bellevue are:

o Effectiveness - the degree to which performance objectives are being achieved.

o Efficiency - the relationship between work performed and the resources required to perform |t
Typically presented as unit costs.

e Workload - a quantity of work performed.
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PERFORMANCE INDICATORS

Specific quantitative and qualitative measures of work performed as an indicator of specific department
or program activity or accomplishment.

'PERSONNEL

Expenditure category that represents amounts paid for personal services rendered by employees (e.g.,
salaries and overtime pay) and benefits paid by the City.

POLICY

A policy is a guiding principle which defines the underlying rules which will direct subsequent
decision-making processes.

PROGRAM
A group of related activities and projects which seek to accomplish a common objective.

PROGRAM AREA

The CIP can be described as having eleven program areas. They are: Transportation, Parks, General
Government, Public Safety, New City Hall, Community and Economic Development, Neighborhood
Enhancement Program, Neighborhood Investment Strategy, Water, Sewer, and Storm Drainage. Three
program areas are further segmented into established project categories as follows: Transportation
(Roadways, Intersections, Walkways/ Bikeways, and Maintenance/Minor Capital); Parks (Park
Acquisition and Development and Park Redevelopment); and Community and Economic Development
(Community Development and Economic Development).

PROGRAM BUDGET

A method of budgeting whereby the services provided to the stakeholders are broken down in identifiable
service programs or performance units. A unit can be a department, a division, or a workgroup. Each
program has an identifiable service or output and objectives to effectively provide the service. The
effectiveness and efficiency of providing the service by the program is measured by performance
indicators.

PROGRAM REVENUE

Revenues earned by a program, including fees for services, licenses and permits, and fines.

PROJECT COST

The project cost is an estimate of the resources required to complete the capital project as described on
the project description page. Many of the project costs shown in the CIP Plan are preliminary in nature
since no significant engineering has been done which would allow for more specific estimates to be
produced. Most cost estimates are produced using rule-of-thumb approximations as opposed to specific
lists of materials.

PROJECT PRIORITIZATION CRITERIA

Individual capital projects are ranked by priority which has an impact on funding and scheduling in the
CIP Plan. In the review process, department staff, with input from Councilmembers, boards and
commissions, and other interested groups, identify factors which would make one project of higher
priority than another. These factors are termed project prioritization criteria.

JAADMINABUD\07-08 prefim budgetireaders guide.doc 10/17/06 2007-2008 City of Belflevue Preliminary Budget



216

PUBLIC HEARING

A public hearing is a specifically designated time, place, and opportunity for citizens, community groups,
businesses, and other stakeholders to address the City Council on a particular issue. It allows interested
parties to express their opinions and the City Council and/or staff to hear their concerns and advice.
RCW

The acronym “RCW” stands for Revised Code of Washington which is Washington State Law.

RESERVE

An account used either to set aside budgeted resources that are not required for expenditure in the
current budget biennium or to earmark resources for a specific future purpose. :

RESOLUTION

A special or temporary order of a legislative body; an order of a legislative body requiring less legal
formality than an ordinance or statute.

RESOURCES

Total dollars available for appropriation, including estimated revenues, interfund transfers, other financing
sources such as the sale of fixed assets, and beginning fund balances.

RESTRICTED/UNRESTRICTED REVENUE

A revenue is considered restricted when its receipt is either based upon the reasonable expectation that
fees or charges paid to the City will be utilized to provide a specific product, service, or capital asset to
the payor, or their receipt is directly tied to an expenditure. Revenue is also considered restricted when
voters or the City Council has designated it for a specific purpose by ordinance or resolution. Revenues
not designated restricted are considered unrestricted.

REVENUE

Sources of income received during a fiscal year, operating transfers from other funds, and other
financing sources such as the proceeds derived from the sale of fixed assets.

REVENUE BOND

A type of bond backed only by the revenues from a specific enterprise or project, such as a utility.

SERVICE LEVEL

Services or products which comprise actual or expected output of a given program. Focus is on results,
not measures of workload.

SOURCE OF REVENUE

Revenues are classified according to their source or point of origin.
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TAXES
Compulsory charges levied by a government for the purpose of financing services performed for the

common benefit of the people. This term does not include specific charges made against particular
persons or property for current or permanent benefit, such as special assessments.

TRAINING POOL EMPLOYEE

An employee who is hired into a position created for the purpose of training for a regular position of the
City. This classification is typically used for positions that required extensive training such as police
officers or dispatchers.

TRANSITIONAL EMPLOYEE POSITION

An employee who is hired into a position created for the purpose of training for a regular position when
the incumbent has submitted a resignation or the manager knows the position will be vacant within a
year.

UNCOMMITTED RESOURCES

The net resources available after meeting the estimated cost of providing existing levels of service which
may be used to support new or qualitatively expanded service programs or resource reductions.

UNDESIGNATED FUND BALANCE

The portion of a fund’s balance that is not restricted for a specific purpose and is available for general
appropriation.

USER CHARGES

The payment of a fee for direct receipt of a public service by the party who benefits from the service.

UTILITY SERVICES

A term used to describe services provided by Bellevue's three self-supporting utility funds: Sewer, Storm
& Surface Water, and Water.

VARIABLE COST

A cost that increases/decreases with increases/decreases in the amount of service provided such as the
payment of a salary.

WORKLOAD MEASURE

A unit of work accomplished (e.g., number of permit applications reviewed, the number of households
receiving refuse collection service, or the number of burglaries investigated).

JVADMIN\BUD\07-08 prelim budgetireaders guide.doc 10/17/06 2007-2008 City of Bellevue Preliminary Budget



218

D. LOCATING ADDITIONAL BUDGET AND FINANCIAL INFORMATION

The City of Bellevue publishes a number of documents that provide information about the City's finances.
Some of the more important documents that might be of interest include:

o The Comprehensive Annual Financial Report (CAFR) presents the year-end financial status and
results of operations for each of the City's funds, as well as various statistical and demographic
information about the City of Bellevue.

¢ Quarterly Monitoring Reports discuss the status of operating and CIP resources and expenditures
each quarter including a year-end projection of probable outcomes.

e Annual Performance Report shows selected performance measures for all departments. This
document shows target and actual performance for the year, where actual performance has met or
exceeded the target, and describes steps being taken to improve performance.

o |ICMA Comparative Cities Report compares Bellevue’s performance to other cities nationwide.

e Our financial reports can be found at http://www.cityofbellevue.org/582.htm .

Requests for any of these documents or inquiries about other financial programs of the City of Bellevue
should be directed to:

Ms. Jan Hawn or Mr. Rich Siegel

Finance Director Performance and Outreach Coordinator
City of Bellevue City of Bellevue

P.O. Box 90012 P.O. Box 90012

Bellevue, WA 98009-9012 Bellevue, WA 98009-9012

Phone: (425) 452-6846 Phone: (425) 462-7114

Fax: (425) 452-6163 Fax: (425) 452-6163
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Executive Summary

This chapter presents a high level summary of the key components of the 2007-2008 Budget. More
detailed revenue and expenditure information can be found in subsequent chapters of this document.

The Executive Summary is organized into the following sections:

A.

General Fund Financial Forecast Summary

This section provides a brief overview of the 2007-2008 General Fund Financial Forecast.

Utility Funds Financial Forecast Summary

This section provides a brief overview of the 2007-2008 Utility Funds Financial Forecast.

Parks Enterprise Fund Financial Forecast Summary

This section provides a brief overview of the 2007-2008 Parks Enterprise Fund Financial Forecast.
Development Services Fund Financial Forecast Summary

This section provides a brief overview of the 2007-2008 Development Services Fund Financial
Forecast.

. Budget Summary

This section presents summary resource and expenditure budget and trend information through the
use of graphs and tables for the total City budget and its subcomponents (i.e., operating, special
purpose, and capital investment program funds).

Debt Information

This section presents information about Bellevue’s total general obligation debt capacity, current
general obligation and revenue bond debt, and annual debt service requirements.
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A. GENERAL FUND FINANCIAL FORECAST SUMMARY

The General Fund Financial Forecast (the Forecast) illustrates that our revised revenue base will be able
to maintain the City’s existing quality and mix of services through 2008. The Forecast builds on the
proposed 2007-2008 budget's mix and level of resources and anticipated service levels. It calculates
future resource and expenditure estimates based on current budget performance, historical trend
analysis, current economic information, input from other governments and industries, and feedback from
local economists.

The following summarizes the results of the forecast analysis:

Summary

While the short-term financial outlook is positive, the long-term financial outlook includes projected
shortfalls in 2009 through 2012. These shortfalls are largely due to high rates of expenditure growth,
such as escalating State pension contributions and a loss of B&O taxing authority in 2008.

Economic Qutlook

The Forecast reflects the current strength in the local economy and assumes continued growth.
Bellevue is in the midst of a major development cycle, expecting to add 2.8 million square feet of office
and retail space over the next several years. Employment growth in the region continues to outpace the
national average, which in turn contributes o personal income growth and regional population increases.
Bellevue expects the residential downtown population to add more than 5,000 people over the forecast
period. The increased urbanization of Bellevue is expected to provide additional revenues to the City, as
well as additional service demands.

While the biennial outlook is strong, the Forecast shows growth in the later years at a decelerated rate.
Regional economists are predicting a slowing of employment growth and retail sales. Development is
expected to peak during the biennium and then moderate. Our downtown residential population is
estimated to double in the next six years. An increasing daytime workforce and growing residential
population will require new amenities as well as additional core municipal services. Key factors such as
employment, inflation, and personal income impact the growth rate of the City’s revenues, and in-turn the
ability to support service demands.

Budget Growth

Proposed budget modifications incorporates increased service needs, including the addition of 17.19
FTEs, and estimates of revenue growth. Projected increases in revenues are sufficient to support
service additions and brings the budget into balance for 2007 and 2008. However, as the Forecast
illustrates, revenues are projected to fall short of expenditures by $1.2 million in 2009, due in-part to the
estimated impact of B&0O apportionment. This deficit diminishes to $300,000 by 2012. On average,
resource growth falls just short of expenditure growth throughout the forecast period. The average
annual expenditure growth rate is 4.0% over the forecast period.

See Chapter 5 - Financial Forecasts for more information on the 2007-2012 General Fund Financial
Forecast.
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B. UTILITY FUNDS FINANCIAL FORECAST SUMMARY

Introduction

The following key financial policies approved by Council in 1995, and updated in subsequent budgets,
are incorporated in these financial forecast results:

¢ Consolidated reserve funding policies which define target and minimum reserve levels for each Utility
fund;

e Operating reserve management policies which stipulate the transfer of greater-than-anticipated year-
end reserves (ending fund balances) to the CIP Renewal & Replacement (R&R) Account;

o Capital reinvestment policies for future replacement of Ulility infrastructure systems which base
transfers to the CIP R&R Account on long-term capital investment;

e System expansion and connection policies which stipulate all capital related Capital Recovery
Charges (CRC) and Direct Facility Charges will be deposited directly to the CIP Renewal &
Replacement (R&R) Account; and

e Rate-planning policies which set rates at a level sufficient to cover current and future expenses and
maintain reserves consistent with Utility financial policies and the long-term financial plans, and to
pass through wholesale cost increases directly to customers. Inflationary indices are used as a basis
for evaluating rate increases but no longer limit the growth in local programs.

These forecasts assume no increases in Utility staffing levels or significant changes in current service
programs for maintenance and operations, which is consistent with ongoing department cost
containment efforts.

Significant Issues

Significant issues expected to impact the Ultilities current and future financial performance are briefly
discussed below.

King County/METRO Wastewater Treatment Costs

Sewage treatment charges from King County/METRO will increase by 9.2 % (from $25.60 to $27.95) per
residential equivalent unit in 2007. This increase is primarily driven by higher debt service resulting from
increased capital costs (including the Brightwater treatment plant). Since this rate increase is expected
to cover cost increases for both 2007-2008, there will be no rate increase for 2008. Per Council-adopted
financial policies, wholesale cost increases are passed through to the customer. The increase in
wastewater treatment costs will result in an increase to Bellevue ratepayers of approximately 7.0% in
2007.

Cascade Water Alliance

The Cascade Water Alliance (Cascade) has developed its proposed 2007 operating and capital budgets.
Cascade’s proposed 2007 operating budget is $20 million, or 6.4% higher than 2006. Cascade’s 2007
wholesale charges to Bellevue are currently projected to increase by $1.1 million or 10.8%. This
increase will be reduced by a one-time credit of $0.5 million in 2007, resulting in a net increase to
Bellevue of 5.8% or approximately $0.6 million. Additionally, a one-time contingency of $0.2 million for
anticipated meter replacement has been budgeted in 2007, resulting in a total increase to the City of $0.8
million, or 7.3%. Consistent with Council adopted policies of gradual and uniform rate increases, the
impact of these one-time adjustments will be levelized over the 2007-2008 biennium. This will result in
rate increases of 5.2% per year in 2007 and 2008 for wholesale water purchases.
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New Capital Projects

There are several capital projects highlighted as being high priority during, and just beyond, this forecast
period. These include projects to meet sewer capacity needs in the central business district and water
infrastructure renewal projects.

Sensitivity and Risks

Each item discussed above could potentially affect annual Utility costs and rate requirements over the
forecast period. Changes in inflation rates for various services can also affect annual cost levels. Each
projection made in this forecast is based on the best information currently available, but actual costs and
revenues in future years may be higher or lower than forecasted amounts, as changes in prevailing
economic conditions or other circumstances influence actual Ultility financial outcomes.

See Chapter 5 — Financial Forecasts for more information on the 2007-2012 Utility Financial Forecast.
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C. PARKS ENTERPRISE FUND FINANCIAL FORECAST SUMMARY

Introduction

The Parks Enterprise Fund accounts for the services provided by the Enterprise Program within the
Parks & Community Services Department. These services include golf, tennis, aquatics, adult sports,
and facility rentals. Enterprise Programs are primarily supported through user fees but attempt to serve
all residents regardless of ability to pay through the use of scholarships, sponsorships and fee waivers.
The Parks Enterprise Fund receives a subsidy payment from the General Fund to ensure that programs
are accessible to all Bellevue residents.

General Fund Subsidy

e The forecast shows that the Parks Enterprise Fund can continue to make progress in reducing the
General Fund Subsidy to about $100,000 per year.
e The graph below shows the actual and forecasted subsidy payment from the General Fund:
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Note: Between 1997 and 1999, the Parks Enterprise Fund received an annual payment of
$140,000 from King County to offset a portion of the operating costs associated with the Bellevue
Aquatic Center. Starting in 2001, the subsidy includes an adjustment for the impact of the
benefited employee rule changes.

e The Aquatic Center continues to be the driver behind the need for a General Fund Subsidy
throughout the forecast period. Due to the nature of Aquatic Center programs, the majority of
services provided at this facility are not “Full Cost Recovery” services. Most of these services
recover only the direct program costs in an effort to provide affordable and accessible programs to
youth and physically challenged participants. In addition to the General Fund subsidy, approximately
$300,000 of other Parks Enterprise Fund revenues are needed to support the Aquatic Center
operation each year. Overall, this level of subsidy is consistent with the financial performance that
was anticipated in 1995 when the City took over the pool.

Parks Enterprise Fund Reserves

Parks Enterprise Fund reserves will be managed within the targeted reserve level of 2-months operating
expenses, or approximately $500,000 to $780,000 over the forecast period.
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Enterprise Capital Improvements

The Parks Enterprise program funds the Enterprise Facility Improvements Project (CIP project P-R-2),
including capital projects at the Bellevue Golf Course. In 1999, the City acquired the 2.79-acre Miller
Property primarily to protect the golf course maintenance facility hours of operations from residential
development directly adjacent to the maintenance facility. The 2005-2011 Capital Investment Program
Plan included sufficient capital funding from both Enterprise user fees and General CIP funding to make
the final balloon payment for the Miller property without the need for a long-term interfund loan. This
approach will continue to protect the viability of the golf course operations, while allowing for the ongoing
renovation of the Bellevue Golf Course and the ongoing subsidy of the Bellevue Aquatics Center.

In December 2006, the City’s contract with MRA, Inc. to operate the Bellevue Municipal Golf Course will
expire. Consistent with contract policies, the City issued a request for proposal (RFP) in April 2006 to
determine if there were other qualified parties interested in submitting bids to compete for this significant
body of work. In May 2006, seven bids were received and the City is evaluating the revenue sharing,
level of service, and capital contributions that may be available. Given the magnitude of this service, City
Council action to approve a vendor will be requested this fall, and the final Enterprise Financial Forecast
will be amended to reflect the final terms of the approved contract.

Budget Assumptions and Issues

Below are some of the major assumptions used in developing the early outlook 2007-2012 forecast:

e Parks Enterprise Fund revenues are assumed to increase at the same rate as expenditures from
2007-2012, or roughly 3.5% per year.

e City Council will be discussing pricing and resident/non-resident access policies as part of the
Recreation Program Plan Update. While these policy decisions could impact the pricing strategy and
customer base for Enterprise Programs, no fundamental policy changes have been incorporated into
this forecast update.

e Golf course revenues and expenses were based on the terms contained in current golf course
operator contract. The Parks Enterprise Financial Forecast will be updated to incorporate final terms
negotiated between the selected vendor and the City.

o No new programs or capital investments were included in this forecast or the Parks Enterprise Fund
budget.

See Chapter 5 - Financial Forecasts for more information on the 2007-2012 Parks Enterprise Fund
Financial Forecast.
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D. DEVELOPMENT SERVICES FUND FINANCIAL FORECAST

Executive Summary

The Development Services Fund is responsible for administering the development review and inspection
process, land use and comprehensive planning, and code enforcement.

The Development Services Fund forecast reflects continued growth in development activity through 2007
as a result of the addition of several major projects in 2005-2006. Additional staffing and contracted
services were added in response to this rapid increase in activity.

Beginning in 2010, development activity levels stabilize and reflect moderate growth throughout the
forecast period.

Background

Bellevue continues to experience unprecedented growth with the completion of several major projects
(e.g. Lincoln Square residential tower, City Hall, Ashwood Commons Phase 1) and the initiation of new
projects (e.g. Washington Square, Bravern/Schnitzer NW, Ashwood Commons Phase Il) in 2005 and
2006. In response to this rapid increase in activity, 32 Full-Time Employees (FTEs) have been added in
2005 and 2006 to respond to the high demand for project review and inspection. The construction
valuation for issued permits, considered a key barometer of development activity, exceeded estimates in
2005 and 2006. This trend is expected to continue through 2007.

2007-2012 Outlook

Office vacancy rates in the central business district are a key indicator of the interest in development
activity. Rates have fallen to 8.3% in the last year, which indicates that development activity will remain
strong through the early years of the forecast (2007-2008). However, the number of design review
applications (an early indicator of development activity) received through the first quarter of 2006
indicates that the demand for major projects in the central business districts will decline towards the latter
part of 2008. In addition, as interest rates continue to rise, the demand for single family additions and
remodel projects is expected to decline as well. As a result, the forecast reflects a decline in revenue
(overall resources less the General Fund subsidy) from 2007 to 2009 by 32% or $4.6 million, followed by
moderate growth in revenue of 2.6% beginning in 2010. The forecast does not assume the continuation
of the level of development activity experienced in 2006 and projected in 2007.
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Development Services Fund
2007-2012 Financial Forecast
(in $000)

2007 2008 2009 2010 2011 2012

Beginning Reserve $8,450 $10,165 $8,188  $6,261 $5,309  $4,331
Resources:
Building Fees $9,400 $6,100  $5,500  $5,643 $5,789  $5,940
Land Use Fees 1,146 849 872 895 918 942
Fire, Transp. & Utilities Fees 3,339 3,429 2,888 2,963 3,040 3,119
Gen Fund Subsidy 6,307 6,546 6,716 6,891 7,070 7,254
Other Revenue/Interest 566 575 590 605 621 637
Total Resources $20,758 $17,499 $16,566 $16,997 $17,438 $17,892
Expenditures:
Building $8,001 $8,219  §7,767 $7,032 $7,215  $7,402
Land Use 3,037 3,154 3,104 3,097 3,177 3,260
Fire, Transp. & Utilities Development Services 3,339 3,429 2,939 3,015 3,094 3,174
Comprehensive Planning/Neighborhood 4,459 4,458 4,477 4,593 4,713 4,835
QOutreach/Code Compliance
Other 207 217 206 212 217 223
Total Expenditures $19,043 $19,477 $18,493 $17,949 $18,416 $18,895
Ending Reserves $10,165 $8,188  $6,261 $5,309  $4,331 $3,328

Forecast Drivers and Assumptions

1) The following major projects are assumed to be substantially completed in the early years of the forecast:

e Lincoln Square Office Tower e Avalon Meydenbauer
¢ Ashwood Commons Phase || e 1020 Tower

e Belletini e Bellevue Towers

e Washington Square o 1200 Bellevue Way

e Overlake Hospital o City Center I

2) A significant spike in new major projects is not assumed beyond 2007. This results in a reduction of
fee revenue of approximately $4.6 million through 2009. Expenditures are expected to increase by
inflation in 2008 and then decrease by approximately $980,000 or 5%, in 2009 reflecting the
completion of major projects.

3) The forecast reflects the addition of 32 FTEs to address the increase in workload associated with the
major projects. Adjustments to resource levels are anticipated to begin towards the latter part of
2008.

4) This forecast assumes development fees grow at the rate of inflation (4.6% in 2007 and 2.6% from
2008 through 2012). A comprehensive Cost of Service Study was conducted in 2006 for Land Use,
Fire, Transportation, and Utilities rates. In addition, recommendations to shift to the ICBO Valuation
Table for Building fees will be proposed. Development fees may be adjusted to assure they are set
accordingly to meet cost recovery objectives endorsed by Council.

JAADMIN\BUD\07-08 prelim budgetiexecsum_oper 07-08.doc  10/19/06 2007-2008 City of Bellevue Preliminary Budget



General Fund Subsidy

The General Fund contribution to the Development Services Fund accounts for approximately 5% of the
General Fund budget. This contribution (subsidy) supports personnel, M&O and capital costs for
programs that have been designated as general funded activiies. These programs Include
Comprehensive Planning, Neighborhood Outreach, Code Compliance, and Housing. Land Use activities
supported by the General Fund include public information, policy development, and 50% of discretionary

review.

General Fund Subsidy Forecast 2007-2012
($ in Thousands)
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In 2006, the Economic Development program became its own department, and is no longer reflected in
the General Fund subsidy. The General Fund contribution to the Development Services Fund is
anticipated to grow at the rate of 3.8% from 2007 to 2008 and then by 2.6% over the forecast period.

Development Services Fund Reserves

The Development Services Fund maintains reserves to assure that core staffing levels are balanced with
cyclical needs, thus mitigating the effects of downturns, and to account for prepaid building fees and
development services deposits. The prepaid workload liability can extend for three years or more
throughout the life of a project.

Development Services Reserves Forecast 2007-2012
($ in Thousands)

$12,000

$10,000

$8,000

$6,000

$4,000
\‘

$2,000 ‘ ; ‘ ‘
2007 2008 2009 2010 2011 2012

JVADMIN\BUD\07-08 prelim budgetiexecsum_oper 07-08.doc  10/19/06 2007-2008 City of Bellevue Preliminary Budget



3-10

As displayed in the graph above, Development Services Fund reserves are anticipated to decline from
$10.2 million in 2007 to $8.2 million in 2008. This reflects the completion of work on large projects that
began in 2006 and 2007. Reserve levels are assumed to continue to decline by approximately $4.9
million from 2008 through 2012, reflecting the completion of the major projects constructed during this
development cycle. However, resourcing levels will continue to be evaluated over the forecast period to
ensure alignment between resources, cost, and performance of the Development Services management
model.
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E. BUDGET SUMMARY

The remaining part of the Executive Summary presents 2007-2008 Budget information primarily through
the use of tables and graphics.

Total City Budget

The gross total City budget figures are presented in this section.

Figure 3-1 on the following page summarizes the budget from both a total City budget perspective and
from the operating budget, special purpose budget, and capital investment program budget perspectives.
Further breakdown within each fund category is provided. Figures at the bottom of the table are
presented “net of double budgeting” to give a more accurate representation of the size of the total City
budget. Double budgeting is the result of transactions between funds that inflate the budget because
expenditure and revenue dollars are budgeted twice, once in each fund’s budget.

Looking at the total City budget shows that the 2007-2008 Budget totals $944.5 million. The decline
between the 2007-2008 and the 2005-2006 Budgets is $79.1 million, or 7.7%.

Figure 3-2 shows the 2007-2008 total City budget resources by source and expenditures by department
with comparisons to the 2005-2006 Budget.

Figure 3-3 shows the City's total expenditure budget by category and compares the 2005-2006 and the
2007-2008 biennial budgets, including dollar and percentage change.

Additional comments on the components of the total City budget are provided within the separate
operating budget, special purpose funds budget, and capital project budget sections of this chapter.

JYADMIN\BUD\O7-08 prelim budget\iexecsum_oper 07-08.doc  10/18/06 2007-2008 City of Bellevue Preliminary Budget



312

Figure 3-1
Budget Summary
2005-2006 2007-2008
Budget Budget Variance % Change

Operating Funds

General 251,273,645 284,689,908 33,416,263 13.3%

Utilities 166,865,700 189,780,166 22,914,466 13.7 %

Development Services 36,558,082 46,707,538 10,149,456 27.8 %

Parks Enterprise 8,397,000 8,469,000 72,000 0.9 %

Internal Services 72,566,257 79,522,302 6,956,045 9.6 %

Reserve/Other 104,574,649 110,142,198 5,567,549 53 %
Total Operating Funds 640,235,332 719,311,112 79,075,780 12.4 %
Special Purpose Funds

Grants 18,579,211 5,386,673 (13,192,538) (71.0)%

Debt Service 34,645,269 32,663,592 (1,981,677) B.N)%

Trust/Other 10,791,458 12,952,408 2,160,950 20.0%
Total Special Purpose Funds 64,015,938 51,002,673 (13,013,265) (20.3)%
Capital Project Funds

2004 City Hall Bond Proceeds 74,811,953 - (74,811,953) - %

General Capital Investment Program 196,435,149 99,922,000 (96,513,149) (49.1)%

Utility Capital Investment Program 48,070,514 74,255,828 26,185,314 54.5 %
Total Capital Project Funds 319,317,616 174,177,828 (145,139,788) (45.5)%
Total City Budget 1,023,568,886 944,491,613 (79,077,273) (7.7)%

2007-2008 Net City Budget

For analytical and comparison purposes, the budget is adjusted to remove internal transactions between City departments
or City funds including transfers between funds and charges for services provided by one department to another
department within the City. These adjustments are detailed below:

1. Adjusted for internal transfers (e.g., General CIP contribution from the General Fund) between City 873,667,329
funds, the net City budget is: T —

2. Adjusted for charges for services provided by one department to another (e.g., information 786,055,019
technology services), the net City budget is: —_——
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Figure 3-2

Resources by Source and Expenditures by Department
Operating Funds

2005-2006 2007-2008
Budget Budget Variance % Change
Beginning Fund Balance 102,199,186 108,024,238 5,825,052 5.7%
Revenue Sources
Property Tax 51,721,282 54,902,828 3,181,546 6.2 %
Sales Tax 62,304,000 71,556,000 9,252,000 14.8 %
Business & Occupation Tax 32,578,000 35,119,240 2,541,240 7.8 %
Utility Tax 40,909,077 44,471,000 3,561,923 8.7 %
Other Tax 16,900,000 21,116,000 4,216,000 249 %
Grants 31,000 - (31,000) - %
Intergovernmental Services 29,908,793 37,043,277 7,134,484 23.9%
Charges for Services 77,541,582 93,315,307 15,773,725 20.3 %
Utility Service Fees 149,889,239 166,778,967 16,889,728 11.3%
Miscellaneous Revenues 61,279,607 69,241,494 7,961,887 13.0%
Operating Transfers 14,973,565 17,742,761 2,769,196 18.5%
Total Revenues 538,036,146 611,286,874 73,250,728 13.6 %
Total Resources 640,235,332 719,311,112 79,075,780 12.4%
Departmental Expenditures
City Attorney 13,041,663 14,771,177 1,729,514 13.3%
City Clerk 3,154,882 3,395,875 240,993 7.6 %
City Council 711,005 839,633 128,628 18.1 %
City Manager's Office 2,930,720 3,422,245 491,525 16.8 %
Community Council 65,459 61,876 (3,583) (5.5)%
Office of Economic Development 227,766 1,057,076 829,310 364.1 %
Finance 16,473,987 19,419,267 2,945,280 17.9%
Fire 55,478,214 63,045,471 7,567,257 13.6 %
Human Resources 32,214,856 37,237,185 5,022,329 15.6 %
Information Technology 23,648,452 28,149,234 4,500,782 19.0 %
Parks & Community Services 64,660,250 75,761,009 11,100,759 17.2 %
Planning & Community Development 42,606,991 51,372,726 8,765,735 20.6 %
Police 68,084,277 76,234,165 8,149,888 12.0%
Transportation 43,076,057 47,550,361 4,474,304 10.4 %
Utilities 164,774,614 184,900,975 20,126,361 12.2 %
Miscellaneous Non-Departmental 4,779,416 6,413,148 1,633,732 342 %
Hotel/Motel Taxes 10,148,752 13,136,000 2,987,248 29.4%
Total Departmental Expenditures 546,077,361 626,767,423 80,690,062 14.8 %
Total Resources 546,077,361 626,767,423 80,690,062 14.8%
Ending Fund Balance 94,157,971 92,543,689 (1,614,282) (1.7Y%
Total Expenditures 640,235,332 719,311,112 79,075,780 12.4%

The Budgeted Ending Fund Balance is not in agreement with the next biennium Budgeted Beginning Fund Balance because
the budget estimates were developed at different times and actual over/under revenue collections and/or actual over/under
expenditures will cause them to be different.
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Figure 3-2 cont.

Resources by Source and Expenditures by Department

Special Purpose Funds

2005-2006 2007-2008
Budget Budget Variance % Change
Beginning Fund Balance 25,802,453 15,568,257 (10,234,196) (39.7)%
Revenue Sources
Property Tax 2,958,926 1,380,680 (1,578,246) (53.3)%
Sales Tax 1,810,000 2,200,000 390,000 21.5%
Grants 4,121,096 2,168,698 (1,952,398) (47.4)%
Intergovernmental Services 518,708 1,041,277 522,569 100.7 %
Charges for Services 34,000 20,000 (14,000) (41.2)%
Miscellaneous Revenues 4,533,691 4,028,026 (505,665) (11.2)%
Operating Transfers ' 24,237,064 24,595,735 358,671 1.5%
Total Revenues 38,213,485 35,434,416 (2,779,069) (7.3)%
Total Resources 64,015,938 51,002,673 (13,013,265) (20.3)%
Departmental Expenditures
Finance 10,628,412 11,113,412 485,000 4.6 %
Fire 1,806,302 1,132,742 (673,560) (37.3)%
Parks & Community Services 6,781,196 4,179,523 (2,601,673) (38.4)%
Planning & Community Development 3,908,055 4,720,148 812,093 20.8 %
Police 718,177 404,587 (313,590) “43.7%
Transportation 2,191,980 3,244,601 1,052,621 48.0 %
Utilities 3,928,981 3,037,275 (891,706) (22.7Y%
Miscellaneous Non-Departmental 17,017,457 6,850,131 (10,167,326) (59.7)%
Hotel/Motel Taxes 1,233,581 1,436,423 202,842 16.4 %
Total Departmental Expenditures 48,214,141 36,118,842 (12,095,299) (25.1)%
Ending Fund Balance 15,801,797 14,883,831 (917,966) (5.8)%
Total Expenditures 64,015,938 51,002,673 (13,013,265) (20.3)%

The Budgeted Ending Fund Balance is not in agreement with the next biennium Budgeted Beginning Fund Balance because
the budget estimates were developed at different times and actual over/under revenue collections and/or actual over/under
expenditures will cause them to be different.
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Figure 3-2 cont.

Resources by Source and Expenditures by Department

Capital Funds

2005-2006 2007-2008
Budget Budget Variance % Change
Beginning Fund Balance 79,995,666 35,838,247 (44,157,419) (55.2)%
Revenue Sources
Sales Tax 23,649,000 27,495,559 3,846,559 16.3 %
Business & Occupation Tax 11,319,000 12,753,000 1,434,000 12.7%
Other Tax 17,078,000 23,226,000 6,148,000 36.0 %
Grants 13,395,499 18,153,400 4,757,901 355%
Intergovernmental Services 12,747,100 3,468,000 (9,279,100) (72.8)%
Charges for Services 1,155,000 949,000 (206,000) (17.8)%
Utility Service Fees 2,631,111 2,239,295 (391,816) (14.9)%
Miscellaneous Revenues 54,860,381 21,427,430 (33,432,951) (60.9)%
Operating Transfers 102,486,859 28,627,897 (73,858,962) (72.1)%
Total Revenues 239,321,950 138,339,581 (100,982,369) (42.2)%
Total Resources 319,317,616 174,177,828 (145,139,788) (45.5)%
Departmental Expenditures
City Clerk 364,000 93,500 (270,500) (74.3)%
Finance 172,291,620 1,922,700 (170,368,920) (98.9)%
Fire 3,162,100 2,786,000 (376,100) (11.9)%
Information Technology 8,483,359 5,825,000 (2,658,359) (31.3)%
Parks & Community Services 23,702,010 30,596,000 6,893,990 29.1 %
Planning & Community Development 5,355,304 7,438,800 2,083,496 389 %
Police 9,000 1,293,000 1,284,000 14,266.7 %
Transportation 55,187,326 42,707,000 (12,480,326) (22.6)%
Utilities 18,623,240 19,635,000 1,011,760 54%
Miscellaneous Non-Departmental 1,331,000 7,260,000 5,929,000 4455 %
Total Departmental Expenditures 288,508,959 119,557,000 (168,951,959) (58.6)%
Ending Fund Balance 30,808,657 54,620,828 23,812,171 77.3%
Total Expenditures 319,317,616 174,177,828 (145,139,788) (45.5)%

The Budgeted Ending Fund Balance is not in agreement with the next biennium Budgeted Beginning Fund Balance because
the budget estimates were developed at different times and actual over/under revenue collections and/or actual over/under
expenditures will cause them to be different.
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Figure 3-2 cont.

Resources by Source and Expenditures by Department
Total City Budget

2005-2006 2007-2008
Budget Budget Variance % Change
Beginning Fund Balance 207,997,305 159,430,742 (48,566,563) (23.3)%
Revenue Sources
Property Tax 54,680,208 56,283,508 1,603,300 29%
Sales Tax 87,763,000 101,251,559 13,488,559 15.4 %
Business & Occupation Tax 43,897,000 47,872,240 3,975,240 9.1%
Utility Tax 40,909,077 44,471,000 3,561,923 8.7 %
Other Tax 33,978,000 44,342,000 10,364,000 30.5%
Grants 17,547,595 20,322,098 2,774,503 15.8 %
Intergovernmental Services 43,174,601 41,552,554 (1,622,047) (3.8)%
Charges for Services 78,730,582 94,284,307 15,553,725 19.8 %
Utility Service Fees 152,520,350 169,018,262 16,497,912 -10.8 %
Miscellaneous Revenues 120,673,679 94,696,950 (25,976,729) (21.5)%
Operating Transfers 141,697,488 70,966,393 (70,731,095) (49.9)%
Total Revenues 815,571,581 785,060,871 (30,510,710) (3.7Y%
Total Resources 1,023,568,886 944,491,613 (79,077,273) (7.1)%
Departmental Expenditures
City Attorney 13,041,663 14,771,177 1,729,514 133 %
City Clerk 3,518,882 3,489,375 (29,507) (0.8)%
City Council 711,005 839,633 128,628 18.1 %
City Manager's Office 2,930,720 3,422,245 491,525 16.8 %
Community Council 65,459 61,876 (3,583) (5.5)%
Office of Economic Development 227,766 1,057,076 829,310 364.1 %
Finance 199,394,019 32,455,379 (166,938,640) (83.7%
Fire 60,446,616 66,964,213 6,517,597 10.8 %
Human Resources 32,214,856 37,237,185 5,022,329 15.6 %
Information Technology 32,131,811 33,974,234 1,842,423 57 %
Parks & Community Services 95,143,456 110,536,532 15,393,076 16.2 %
Planning & Community Development 51,870,350 63,531,674 11,661,324 225%
Police 68,811,454 77,931,752 9,120,298 13.3%
Transportation 100,455,363 93,501,962 (6,953,401) (6.9)%
Utilities 187,326,835 207,573,250 20,246,415 10.8 %
Miscellaneous Non-Departmental 23,127,873 20,523,279 (2,604,594) - (11.3)%
Hotel/Motel Taxes 11,382,333 14,572,423 3,190,090 28.0 %
Total Departmental Expenditures 882,800,461 782,443,265 (100,357,196) (11.4)%
Ending Fund Balance 140,768,424 162,048,348 21,279,924 15.1%
Total Expenditures 1,023,568,886 944,491,613 (79,077,273) (7.7)%

The Budgeted Ending Fund Balance is not in agreement with the next biennium Budgeted Beginning Fund Balance because
the budget estimates were developed at different times and actual over/under revenue collections and/or actual over/under
expenditures will cause them to be different.
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Figure 3-3

Total City Budget Expenditures by Category

Personnel
Salaries

Medical

Pension

Temporary Help

Other (Medicare, Worker Comp, etc.)

Overtime

Total Personnel

M&O
Outside Services

Interfund Service Payments

Operating Transfers to Other Funds
Supplies

Other Services & Charges

Debt Service

Repairs & Maintenance

Utilities

Other Intergovernmental Services & Taxes
Jail Costs

Communication Services

Travel/Training

Total M&O
Capital Outlay
Reserves

Total City Budget

317

2005-2006 2007-2008

Budget Budget Variance % Change
168,417,018 183,881,581 15,464,563 92 %
47,662,293 49,761,892 2,099,599 4.4 %
15,473,534 23,124,014 7,650,480 49.4 %
6,360,225 7,443,077 1,082,852 17.0%
8,545,434 12,894,842 4,349,408 50.9 %
6,908,048 7,042,112 134,064 1.9%
253,366,552 284,147,518 30,780,966 12.1 %
69,944,321 74,109,918 4,165,597 6.0 %
59,065,093 87,612,310 28,547,217 48.3 %
132,665,832 70,824,284 (61,841,548) (46.6)%
34,746,531 39,899,656 5,153,125 14.8 %
32,001,534 26,486,654 (5,514,880) (17.2)%
29,628,109 28,905,761 (622,348) (2.1)%
15,385,053 17,696,141 2,311,088 15.0 %
11,034,710 12,428,064 1,393,354 12.6 %
12,176,378 23,872,105 11,695,727 96.1 %
2,978,800 2,842,000 (136,800) (4.6)%
2,095,353 2,273,920 178,567 8.5%
1,691,501 2,043,475 351,974 20.8%
403,313,215 388,994,288 (14,318,927) (3.6)%
226,120,694 109,301,459 (116,819,235) (51.7)%
140,768,425 162,048,348 21,279,923 151 %
1,023,568,886 944,491,613 (79,077,273) (7.7)%
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Figure 3-4

2007-2008 Total City Budget
Resources by Source and Expenditures by Category
$000

Figure 3-4 presents the 2007-2008 total city budget resources by source and expenditures by category.
As the resources chart indicates, at $294.2 million or 31.2%, taxes make up the largest piece of the
"pie', followed by utility services fees at $169.0 million, or 17.9%.

On the expenditure chart, at $389.0 million, M&O accounts for 41.2% of the expenditure budget,
followed by personnel at $284.1 million or 30.1%.

Resources
Taxes
- $294,220
Operating Transfers 31.2%
$70,966 —— N
7.5% o Utility Srvs Fees
/*$1 69,018
0,
Miscellaneous / 17.9%
$94,696 - Beginning Fund
10.0% Balance
Intergov Services $159,431

$41.653 — 16.9%

4.4% e
Grants Charges for Services
$20,322- $94,284
2.2% Total $944,492 10.0%
Expenditures
Reserves ~
7 T~ Personnel
$102,048- TS $284,148
17.2% 30.1%
. (]
Capital
M&O
$109,301 -~ $388,094
11.6% 41 20’/0
/

Total $944,492
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Figure 3-5

Total Budget Comparison

Constant Dollar Total Budget Per Capita
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This figure displays a 2005 to 2008 comparison of the total city budget per capita on a constant dollar basis
and shows the total city budget per capita fluctuating between $5,489 in 2005 and $4,194 in 2008.

The larger budget 2005 is due primarily to capital costs associated with the New City Hall.

$6,000

Dollars per Capita (Constant)

$5,000

$4,000 |~
$3,000

$000

$2,000
$1,000 | —

$0

Total City Budget ($000)  $646,034
Budget in Constant ($000) $633,989
Population 115,500

2005 2006 2007 2008
$529,832 $548,155 $550,099
$508,262 $512,016 $500,811

117,000 118,205 119,423
$4,344 $4,332 $4,194

Total Budget per Capita $5,489
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Figure 3-6

Total Budget Position Trends
Full-Time Equivalent Positions / 1,000 Population by Year

Figure 3-6 presents the ratio of total City positions per 1,000 population for the period of 2005 through 2008.

In 2006, position growth outpaced population growth; in 2007 FTEs and population are projected to grow at the
same rate; and in 2008, there is no position growth while population increases by 1%. As a result, the annual
positions/1,000 ratios remains at 10.9 in 2006 and 2007 and drops to 10.8 in 2008. For more specific personnel
information, please refer to Chapter 3 of the 2007-2008 Budget Detail volume.

16
14
12
10

FTE Positions/1,000

O N Hh O ®

2005 2006 2007 2008
Positions 1,242.1 1,271.8 1,284.4 1,284.4
Population 115,500 117,000 118,205 119,423
Positions/1,000 10.8 10.9 10.9 10.8
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Operating Budget Highlights

Bellevue's fiscal position is positive due, in part, to a major development cycle spurred by a thriving
economy. Our central business district is again alive with construction cranes. New homes are being
built in our neighborhoods and permits to renovate existing structures continue to rise. In downtown
alone, the residential population is estimated to double in the next six years from five thousand to ten
thousand residents. Regional economists are predicting a modest pace of growth into the near future.

The recommended operating budget is a “current services” budget and will provide Bellevue residents
and other stakeholders with service levels consistent with the 2005-2006 biennium. It will be adequate
for the next two years and will essentially support what we are doing now factored by inflation and
pipeline activities approved by the Council. It will include a minimal level of service adds to meet service
deficiencies, to manage short-term growth, to reflect “best practices” or to provide needed administrative
support related to prior Council budget decisions. The Full Time Equivalent positions (FTEs) added to
the budget are revenue supported or necessary to convert Limited Term Employee (LTEs) positions
where service levels continue to be needed.

The minimal growth in the operating budget comes after several years of difficult times that included
falling sales tax receipts and rising pension and health benefits costs. While good economic times help
to relieve some of the fiscal pressure by bringing our financial position back into balance, the current and
future operating budgets face fiscal pressures for several reasons:

¢ The recent recession eroded our resource base. When the impact of inflation is removed from
the budget, Bellevue’s sales tax revenues do not return to 2000 levels until 2006.

¢ Decisions by the Washington state legislature to remove in 2008 $2.4 million of Bellevue’s annual
Business & Occupancy taxing authority through apportionment means that we will have less
future revenues from this important revenue source.

e Pension and health benefit costs continue to rise at rates well above inflation.

o State and Federal legislation ranging from telecommunications policy to community development
block grants, may either reduce City revenues or increase City costs.

The Operating Budget includes the addition of 17.19 new positions. Details of these budget additions
can be found in the individual department budget discussion under the “Budget Issues” sections.
Highlights of the proposed service additions include:

o Public Safety. The budget proposal allocates $1.5 million for the addition of eight firefighters in
response to an increasing service demand for medic calls; provides two positions for Advanced
Life Support staffing including a Medical Services Officer and a ALS Data Analyst; funds contract
administration for monitoring the recent ambulance transport contract and for quality control; and
provides resources for an additional fire training academy to replace personnel who are expected
to retire. Of this proposal $1.2 million is offset by additional revenues to the City.

o Land Use and Development Regulation. This proposal includes $0.3 million for the back log in
land use code amendments and consulting services funding to address high priority projects
including the Meydenbauer Bay connection and Downtown Plan implementation.

e City Streets and Right of Way. The budget includes $0.2 million for maintaining trees and
streetscapes in the right of way; improves our pothole repair program so that repairs last longer;
and provides maintenance and operating funding for signal lights that have been installed. A
companion proposal, that improves landscaping in the City’s right of way, is included in the
Capital Improvement Program.
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e Parks and Open Space. The budget includes the addition of two positions to enhance the quality
of parks maintenance and contract oversight. These positions use existing dollars.

¢ Human Services. The budget allocates an additional $41,000 for human services grant requests
to fill the funding gap from loss of Federal money. With these additional resources, total City
funding of human services is estimated at $4.2 million for the 2007-2008 biennium.

e Economic Development. The budget includes $200,000 for the development and implementation
of an international trade and economic development marketing program.

e Support Services. This budget includes $0.5 million for a fleet mechanic to maintain heavy
equipment such as fire apparatus and for the staffing (1.44 positions) and support of the
electronic content management system to provide more efficient access and distribution of the
City’'s records.

The budget includes an additional $0.5 million to ensure tax compliance with existing code. The
successful Business and Occupation tax audit program will be expanded and costs will be fully
offset by additional tax collections.

The budget also includes the conversion of two limited term employees into two full-time
equivalent employees. One of these positions is an attorney to manage the ongoing body of work
the department has experienced. The second position is a records clerk to support development
services operations. Existing revenues fully support these positions.

e Regional Services. The budget proposes the addition of one position to support the award
winning e-Gov Alliance.

Ongoing Operating and Maintenance Costs for New Capital Projects

The City places a high priority on maintaining its facilities. The 2007-2008 operating budget includes an
additional $917,000 for new operating and maintenance costs for capital projects expected to come on
line during the 2007-2008 biennium primarily for Parks and Transportation projects.

Utility Operations

This Budget includes the following proposed utility rate increases for 2007 and 2008:

2007 2008
Water 5.2% 6.6%
Wastewater 9.5% 2.5%
Storm and Surface Water 5.5% 5.0%

Rate increases are needed to fund 1) pass-through increases in wholesale Metro/King County sewer and
Cascade Water Alliance water costs to customers; 2) increasing State pension, technology, insurance
and fuel costs; 3) inflationary increases in salaries, maintenance and operations costs; and 4) additional

capital needs.
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Average monthly Utility bills (including water, wastewater, and storm and surface water) for single family

residential customers are projected as follows:

2006 Utility Bill
2007 Cascade
2007 METRO
2007 Local
2007 Capacity Projects

2007 Utility Bill
2008 Cascade
2008 Local
2008 Capacity Projects

2008 Utility Bill

JAADMIN\BUD\07-08 prelim budgetiexecsum_oper 07-08.doc  10/18/06

Monthly Bill

$ Increase % Increase

$89.37
$1.76
$2.96
$1.20
$0.58

$95.87
$1.87
$1.91
$0.41

$100.06

$6.50 7.3%

$4.19 4.4%
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As depicted in Figure 3-7, the 2007-2008 operating budget totals $719.3 million. The operating budget in
total grew $79.1 million or 12.4%.

The City's General Fund is the largest fund, accounting for most of the City's day-to-day operations. The
budget growth in the General Fund from the prior biennium is $33.4 million or 13.3%.

The Utility Funds show a budget increase of $22.9 million or 13.7% as compared to the 2005-2006
budget. This increase is primarily attributable to pass-through rate increases in METRO sewer costs and
Cascade Water Alliance costs, and local program cost increases.

The Development Services Fund budget shows an increase from the prior biennium of $10.1 million or
27.8%. This increase is attributable to the recent rapid increase in development activity.

The Parks Enterprise Fund 2007-2008 Budget has remained virtually the same as the last biennium.

The Internal Services Funds category grew by $7.0 million or 9.6%, primarily due to additional costs
associated with the New City Hall, the timing of capital replacements in the Equipment Rental Fund and
the impact of inflation on City budgets.

The reserve/other fund category increased by $5.6 million or 5.3%, primarily due to lower than
anticipated expenditures in 2005-2006.
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Figure 3-7

Operating Budget Expenditures by Fund

General Fund
Utilities
Sewer Utility Fund
Solid Waste Fund

Storm & Surface Water Utility Fund
Water Utility Fund

Total Utilities
Development Services Fund
Parks Enterprise Fund

Internal Services
Equipment Rental Fund

Facilities Services Fund
Information Technology Fund

Total Internal Services

Reserve/Other
Franchise Fund

General Self-Insurance Fund
Health Benefits Fund

Hotel/Motel Tax Fund

Human Services Fund

Land Purchase Revolving Fund
LEOFF | Medical Reserve Fund
Marina Fund

Park M&O Reserve Fund

Rainy Day Reserve Fund
Unemployment Compensation Fund

Workers' Compensation Fund

Total Reserve/Other

Total Operating Budget
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2005-2006 2007-2008
Budget Budget Variance % Change
251,273,645 284,689,908 33,416,263 133 %
67,561,963 75,325,577 7,763,614 16.3 %
3,097,959 3,340,666 242,707 11.5%
27,283,277 31,620,276 4,336,999 15.9 %
68,922,501 79,493,647 10,571,146 7.8%
166,865,700 189,780,166 22,914,466 13.7%
36,558,082 46,707,538 10,149,456 27.8 %
8,397,000 8,469,000 72,000 0.9 %
35,671,245 37,511,893 1,840,648 52%
11,810,256 13,234,420 1,424,164 121 %
25,084,756 28,775,989 3,691,233 147 %
72,566,257 79,522,302 6,956,045 9.6 %
2,784,213 2,988,036 203,823 7.3%
10,381,000 10,531,000 150,000 1.4 %
31,659,888 36,568,176 4,908,288 15.5%
17,264,487 17,002,738 (261,749) (1.5%)
4,810,280 6,427,072 1,616,792 33.6 %
5,652,130 4,456,039 (1,196,091) (21.2 %)
19,614,369 18,684,222 (930,147) (4.7 %)
1,426,031 1,624,663 198,632 13.9%
2,838,583 2,870,583 32,000 1.1%
4,371,669 4,371,669 0 0.0%
547,000 644,000 97,000 17.7 %
3,225,000 3,974,000 749,000 232 %
104,574,649 110,142,198 5,567,549 53 %
640,235,332 719,311,112 79,075,780 124 %
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Figure 3-8

2007-2008 Operating Budget
Resources by Source and Expenditures by Group
$000

This figure presents the 2007-2008 total operating budget resources by source and expenditures by group.
At 31.6% of the "pie", taxes represents the largest resource category followed by utility services fees and
beginning fund balance. Together, these three sources represent 69.8% of operating budget resources.

The General Fund is the largest operating budget fund at $284.7 million, representing 39.6% of
expenditures.

Resources

Charges for Services

Beginning Fund T . $93,315
Balance $108,025 """ < 13.0%
0,
15.0% Grants/Intergov Svcs
,,,,,, - $37,043
5.1%
Utility Services Fees N .
$166,779 . Miscellaneous
23' 20 - $69,241
e 9.6%
\ Operating Transfers
Taxes ~__ - $17,743
$227,165- - 2.5%
31.6%
Total $719,311
Expenditures
Development Services
—$46,708
B // f
Utiity Funds - 6.5%
$189,780— e Parks Enterprise
26.4% ~-$8,469
1.2%
Internal Services
$79,523
General Fund 11.1%
$284,690 —.___ / o
39.6% ) Reserve/Other
\~~$11o,142
15.3%

Total $719,311
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Special Purpose Budget Highlights

Special purpose funds highlights for 2007-2008 include:
e Lower transfer of Council Reserve from the Operating Grants and Donations Fund

The 2007-2008 Operating Grants and Donations Fund budget has decreased by $13.2 million
compared to the 2005-2006 biennium. The decrease is mainly due to the use of $10.6 million
Council reserves to support New City Hall (NCH) debt service for the 2005-2006 biennium. In 2007,
the remaining Council reserve balance budgeted in the Operating Grants and Donations Fund is only
$88,000.

For the 2007-2008 biennium, the majority of the debt service payments on the NCH bonds will be
supported from excess reserves from a number of City funds.

o Lower Debt Service Requirement

The 2007-2008 Budget for the City’s Debt Service Funds has decreased by $2.0 million compared to
the previous biennium. The primary reason for the decrease is due to the anticipated retirement of
the 2003 Unlimited Tax General Obligation (UTGO) refunding bonds in 2008.

The decrease in debt payments as a result of the retirement of the 2003 Unlimited Tax General
Obligation (UTGO) refunding bonds is partially offset by an increase in debt payments for the 1995
and 2002 Limited Tax General Obligation (LTGO) bonds. These bonds are associated with the
Meydenbauer Center.

¢ Increase of Housing Fund Reserves

Reserves accumulate in the Housing Fund until projects are selected and funded by A Regional
Coalition for Housing Fund (ARCH). Reserves increased in the 2007 due to lower than anticipated
program expenditures in 2005 and an unanticipated loan repayment in 2006. In 2005, the Housing
Program did not meet the target for low-income housing production. Several potential projects are in
the works for funding in the upcoming biennium. Contribution to the Housing Fund from the General
Fund remains constant at $312,000 through 2008.
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Figure 3-9

Special Purpose Budget Expenditures by Fund

Grants
Operating Grants/Donations Fund

Total Grants

Debt Service
Interest & Debt Redemption-Regular Fund

Interest & Debt Redemption-Special Fund
LID Control Fund

LID Guaranty Fund

Util Revenue Bond Redm SSWU

Util Revenue Bond Redm Water
Total Debt Service

Trust/Other
Firemen's Pension Fund

Housing Fund
Total Trust/Other

Total Special Purpose Budget
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2005-2006 2007-2008
Budget Budget Variance % Change

18,579,211 5,386,673 (13,192,538) (71.0)%
18,579,211 5,386,673 (13,192,538} (71.0)%
20,338,602 21,741,187 1,402,585 6.9%
5,355,271 2,873,400 (2,481,871) (46.3)%
2,049,467 2,347,405 297,938 14.5%
2,755,260 1,983,150 (772,110) (28.0)%
3,170,250 2,779,557 (390,693) (12.3)%
976,419 938,893 (37,526) (3.8)%
34,645,269 32,663,592 (1,981,677) (5.7)%
6,780,917 7,317,361 536,444 7.9%
4,010,541 5,635,047 1,624,506 40.5 %
10,791,458 12,952,408 2,160,950 20.0 %
64,015,938 51,002,673 (13,013,265) (20.3)%
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Figure 3-10

2007-2008 Special Purpose Budget
Resources by Source and Expenditures by Group
$000

This figure depicts the resource and expenditure budget for the City's eight special purpose funds (not
including the three capital funds). For the purposes of this display, resources have been categorized into five
main components with the "pie slices" revealing the comparative size of each component of the budget. As the
graph shows, excluding transfers between funds, the largest resource category is the beginning fund balance.
This is primarily due to large reserves being held in some of these funds (e.g., Firemen's Pension Fund).

Resources

Grants/Intergov. Svcs

Beginning Fund Balance I "“'*§3302/10
$15,568 — 3%
30.5% T Taxes
T--$3,581
7.0%
Operating Transfers \ Miscellaneous
$24,596 -$4,048
48.2% 7.9%
Total $51,003
Expenditures
Grants O
$5,387 —
10.6%
Debt Service
$32,664
64.0%
Trust/Other -
$12,952—
25.4%
Total $51,003
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Capital Project Budget Highlights

Bellevue’s Capital Investment Program (CIP) Plan presents a schedule of major public facility
improvements for implementation within a seven-year period.

The CIP continues to make great strides toward addressing mobility and transportation demands, as well
as making investments into the downtown and to our parks and open space system. As with most
budgets, this budget does not meet all of Bellevue’s capital needs. However, the projects included in the
CIP are consistent with Council direction and feedback from the community to continue Bellevue’s high
quality services.

In addition, the Plan continues the practice of moving more projects forward in the early years of the
seven-year period. We have often referred to this as “frontloading” the CIP Plan. Transportation and
Parks projects are a priority, and to the greatest extent possible, they have been programmed in the
early years of the CIP. The Plan assumes that borrowing, via a line of credit (LOC), will be needed in the
early years of the CIP to support cash flow needs related to frontloading. As such, the 2007-2008
budget sets aside $2.0 million to the interest on borrowing. The recommended CIP Plan will assure our
ability to retire the LOC by the end of 2013.

In total, the 2007-2013 CIP Plan is recommended at $340 million, of which $261 million is allocated for
the General Capital Investment Program and $79 million for the Utility Capital Investment Program. The
Plan includes forty new or enhanced projects, two project deferrals, and four project deletions. More
detailed information is available in the 2007-2013 CIP Plan accompanying the 2007-2008 Preliminary
Budget.

JAADMIN\BUD\O7-08 pre