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Southern Nevada Construction Industry

Quarterly Market Briefing

HERE IS LITTLE DISPUTE THAT SOUTHERN NEVADA IS OVERBUILT.
Residential, commercial and industrial vacancy rates are at all-time
highs, while hotel-casino occupancies, which averaged better than
90 percent during 2007, have spent the past three months below 80
percent. With large standing inventories, the demand to build new
product is limited; and, the primary indicators of new demand -- population
and employment growth -- are not suggesting much in the way of near-

term relief.

There is, however, one area where
southern Nevada is not overbuilt - infra-
structure. Keeping up with the region’s
nation-leading rates of growth during
the past 20 years has been a constant
challenge for state and local public
works departments. In fact, just last year
Clark County local governments identi-
fied 395 shovel-ready public projects
that ranged from road improvements to
sewer projects to school modernization.

Even in the best of times, there was
not enough money to build all of the
public projects that were needed and
developers were asked to bear much
of the burden in newly developing ar-
eas. In these more difficult times, public
capital funds are increasingly scarce as
are the developers and major projects
that paved roads; built fire stations; and

funded water, sewer and flood control
projects in emerging areas.

Halting our investment in public in-
frastructure projects is not an option.
Not only is it essential to the health, wel-
fare and safety of our residents and busi-
nesses, but these investments are critical
to our community’s ability to recover
from the current economic downturn.
If we fail to have the roads necessary
to move goods, welcome tourists or al-
low for uncongested travel, why would
we expect to attract new businesses,
new residents or more visitors? To this
same end, failing to shore up our wa-
ter resource plan, to complete McCarran
International Airport’s Terminal 3 or to
tie up the loose ends on our integrated
flood control master plan could each
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AGC SOUTHERN NEVADA Indicator Series FIRST QUARTER 2010
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Most Recent Current Month Previous Month Same Month or vs. Previous  vs. Same Month or
MONTHLY S E Rl E S Data Available or Quarter or Quarter Quarter Previous Year ~ Month or Quarter ~ Qtr. Previous Year

Drivers License Surrenders (Population Growth) Mar-10 3,813 3,788 4,706 0.7% A -19.0% V
Employment  Total Mar-10 794,900 799,400 842,600 -06% V 57% V
Construction Mar-10 47,700 51,200 71,800 -6.8% V -33.6% V

Construction of Buildings Mar-10 8,100 8,200 12,700 1.2% V -36.2% V

Specialty Trade Contractors Mar-10 34,100 36,800 52,500 73% V -35.0% V

Foundation & Exterior Contractors Mar-10 7,200 7,800 12,000 17% V -40.0% V

Finishing Contractors Mar-10 8,700 10,000 13,600 -13.0% V -36.0% V

Commercial ~ Permits Issued Mar-10 12 21 27 -42.9% V -55.6% V
Value Permitted Mar-10 $2,759,161 $11,334,052 $9,860,406 -75.7% V 72.0% WV

Office Vacancy Rate Q12010 23.4% 23.1% 19.6% 03% A 3.8% A
Market Under-construction Inventory Q12010 221,000 284,814 1,912,736 -224% V. -884% V
Planned Inventory Q12010 3,261,639 3,827,102 4,602,828 -148% V 291% V

Retail Vacancy Rate Q12010 10.5% 10.2% 9.6% 03% A 09% A
Market Under-construction Inventory Q12010 809,760 809,760 2,281,038 0.0% ¢ -645% V
Planned Inventory Q12010 6,654,239 6,654,239 10,056,553 0.0% ¢ -33.8% V

Industrial Vacancy Rate Q12010 15.0% 14.2% 10.7% 09% A 4.4% A
Market Under-construction Inventory Q12010 53,000 - 807,914 N/M -93.4% V
Planned Inventory Q12010 936,350 1,114,414 5,515,273 -16.0% V -83.0% V

Residential Single Family Units Permitted Mar-10 730 466 239 56.7% A 205.4% A
Multi-family Units Permitted Mar-10 8 18 520 -55.6% V -98.5% V

Residential Value Permitted Mar-10 $68,730,010 $51,222,259 $59,428,650 34.2% A 15.7% A

Apartment Vacancy Rates Q12010 9.4% 9.9% 8.7% 05% V 0.7% A

Hospitality Occupancy Rate Feb-10 79.7% 71.1% 83.9% 8.6% A 42% V
Rooms Currently Under-construction Q12010 3,384 11,216 17,155 -69.8% V -803% V

No. of Rooms w/Announced Compl. Dates Q12010 3,384 11,506 18,942 -70.6% V -82.1% V

Construction  Average Cost of Land (Per Acre) Q4 2009 $243,368 $225,999 $391,877 7.7% A 37.9% VY
s Construction Cost Index Q12010 11,604 11,663 12,749 -0.5% V 9.0% V
Prod. Price Index - Const. Industries Mar-10 195.2 192.7 186.3 13% A 4.8% A

Average Construction Worker Wage Mar-10 $22.39 $22.38 $23.62 0.0% A 52% V

Taxable Construction Spending Feb-10 $110,974,085 $124,701,216 $197,973,251 -11.0% V -43.9% V

NOTE: N/M - growth rate is not meaningful.
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create a formidable road block to future
investment, particularly as an extended
drought or a resurgence in tourism ex-
poses our vulnerabilities.

This new reality necessitates that
southern Nevada rethink how it funds
capital projects. Capital programs heav-
ily dependent on growth revenues like
connection charges, development fees
and real property transfer taxes will need
to find new sources. The issue of fairness
aside, having the construction industry
bear a substantial share of the commu-
nity infrastructure cost simply doesn’t
work when there is no next project. And,
while many of the levies imposed were
done so under the banner of “growth
needs to pay for growth,” in reality the
construction of new homes, new office
buildings and new hotel casinos was ei-
ther directly funding or freeing up other
dollars to build parks, school and roads
throughout the urban valley. As this cy-
cle rapidly comes to an end, those dol-
lars will either need to be made up from
another source or southern Nevada will
see a serious deterioration in its core in-
frastructure.

Commercial Permits
TRAILING 12-MONTH TOTALS

Residential Units Permitted
TRAILING 12-MONTH TOTALS

‘01 ‘02 03 '04 05 06 '07 '08 '09 10

FIRST

Along with rethinking how we fund
infrastructure programs will be rethink-
ing how we maximize the resources we
have. An excellent example of this is
passage of Senate Bill 5 (SB 5) during
the 26th Special Session of the Nevada
State Legislature earlier this year. A co-
operative effort between the AGC and
leadership in both houses, SB 5 freed
up more than $1 billion for road con-
struction projects by eliminating a sun-
set on transportation sales taxes that
would have been effective in 2023 but
were limiting the ability to bond against
those funds today. While sunsets are an
important fiscal accountability tool, this
is exactly the time when state and local
governments should be revisiting these
limitations and asking whether they are
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acting as road blocks to getting needed
infrastructure projects out to bid. This
was clearly the case with SB 5. The Legis-
lature acted, and thousands of southern
Nevada construction and development
workers and their families will benefit,
as will the balance of the community
which they serve.

The same strategies can and should
be applied to other capital programs.
The ACG, in cooperation with the WIN
Coalition, is working to develop and for-
ward these strategies. That said, this is
only one step in a process that is going
to require that we rethink our strategies,
restructure our capital programs and re-
commit to the investment necessary to
press our economy forward. QIVIB
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