MEMORANDUM

To: Don Reimer, Chaffee County

From: Dan Guimond and Brian Duffany, Economlc & Planning
Systems

Subject: Economic Review of Nestle Waters 1041 Application;
EPS#18916

. Date: January 30, 2009
The Economics of Land Use
Introduction

Economic & Planning Systems (EPS) has reviewed Nestle Waters North
America‘’s (NWNA) Chaffee County 1041 Application, including Appendix
K Fiscal Impact Analysis prepared by THK Assoclates. EPS was asked by
Chaffee County to review this development application to determine If it
adequately addresses the economic, fiscal, and socioeconomic Impact
requirements of the County’s 1041 requirements. This memorandum
summarizes EPS’ review of the THK analysls as well as the
socloeconomic requirements of the application not addressed in the
report.

EPS first revlewed the County’s 1041 Regulations to determine the
applicable economic and fiscal issues that should be addressed In
NWNA'’s application. EPS then reviewed the Application and its technical
appendices against the County’s 1041 Regulations to determine If a) the
section or requirement Is relevant to the NWNA application, b) the
application addressed the requirements, and c) If the methodology used
Is reasonable and appropriate. EPS’' comparison of the NWNA
application to the County 1041 Regulations is summarized in Exhibit A.
The issues which warrant further examination and discussion are
identified in bold and italicized text and discussed below.
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Review of Nestie 1041 Application

§2-203-5 (f) - Assessed Value

The THK Fiscal Analysis presents the existing assessed value for the site under the column “As-
Is” and the estimated assessed value of the site at Project completion *As-Improved” in Table 2.
It appears that onty the 1.4-acre liquor store site which is ptanned for the truck loading facllity Is
included in this figure.

EPS checked the Chaffee County Assessor website and confirmed that the Analysis includes
Parcel #R327122300030 owned by Gunsmoke Liquor LLC with an assessed value of $51,440, as
shown on Table 2. The 1041 Application prepared by Apex Development Services shows one or
more parcels associated with the Ruby Mountaln Campground property Improved with a single
wide trailer, a single family residence, and outbulldings which are proposed to be demolished.
There will be an associated reduction in assessed value and property tax when these bulldings
are razed, which Is not included in the THK analysls.

Conversations with County staff Indicate that four parcels are affected by the project, not
tincluding any right of way for pipeline construction, which would have insignificant assessed
value Impacts. Exhibit B below shows the four parcels affected by the project. The total
assessed value for all parcels is $107,350 from which the County collects a total of $853 per year
{n property tax. It is our oplinion that the revenue impacts of changes to these properties are
{ikely to be negligible. It is therefore the County’s discretion if the applicant should be required
to address changes to the other affected parcels.

Exhibit B
Project Assessed Value Impacts

Property Tax
Parcel ID Owner A A d County All 8ve.
Useage Vilue Providars
7.944 42715
327122300030 Gunsmoke Liquor LLC Commardial $51,440 $409 $2,197
342111400191 Hagen Harold A Resldential $18,230 $145 $779
342111400180 Hagen Harold K & Mary H (Hatchery) Agricuttural $37,430 $297 $1,509
342111100005 Nestle Waters North America Inc Agricuftural $250 T $1.89 $10.88
Totai $107,350 $853 $4,686

Source: Chaffea County, Economic & Planning Systesms
MeF12g76-CrurtTes Couty Facal Revipw\Outa 120151041 oge ra]Pameis.

§2-203-5 (g) - Revenues and Expenditures

THK’s analysis presents the project’s revenues from 2009 to 2039 as 30-year cumulative totals.
Presenting cumulative revenues is an inaccurate and misleading way to present this type of fiscal
information. Under THK’s assumption of 3.0 percent annual appreciatlon, the total cumulative
Chaffee County property taxes for 2009-2039 are $351,210 for the proposed project. The
County, however, Is more concerned with annual rather than cumulative revenues. Chaffee
County property taxes are projected at $409 in 2009 growing to $992 in 2039. The annual
average revenue over this time period is $690 per year, as shown in Exhlbit C. This is much
less than the 30-year total of $20,730. The annual average revenues for all service providers
from 2009 to 2039 is $3,720, compared to the cumulative 30-year total of $111,460. Showing
the cumnulative total Implies a much greater degree of positive impact than the annual numbers

reflect.
18916-M-01-30-09
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Exhibit C
Cumulative vs. Annual Fiscal Impacts
Chaffee County Fiscal Review

Asts As Improved

2009-2039 Cumulative
Assessed Value $2,609,380 $44,210,340
Property Taxes
Chaffee County $20,730 $351.210
All Service Providers $111,460 $1,608,450
Net Fiscal Impacts
Chaffee County $11,180 $351,210
All Service Providers $58,290 $1,888.450

2009-2038 Annual Average

Assessed Valua $66,880 $1,473.880
Property Taxes
Chaffee County $690 $11,710
All Service Providers $3,720 $62,950
Net Fiscal Impacts
Chaffee County $370 §11,740
All Service Providers $1,840 $62,950

Source: THK Associates; Economic & Planning Systems
HA13971 6-Crafine County Pl Review!Moded ) 1091 8-Prop T ar sajrourded o

There Is a simifar issue with how the Net Fiscal Impact is shown. The Net Fiscal Impact on
Chaffee County (revenues minus expenditures) Is estimated by THK at a cumulative total of
$351,210 and $1.88 million for all service providers. The more appropriate annual average fiscal
impact is $11,710 for Chaffee County and $62,950 for all service providers.

§2-206-6 (a) (ii & Ii) - Recreation Impacts

The application does not address this Issue or explain why there are no economic impacts, While
the Impacts may be inslgnificant, the Applicant should revise the text on pages 21 to 23 to
estimate these impacts or to explain why no economlic impacts are estimated.

§2-203-6 (e) (i. & ii.) - Employment Impacts

Jobs Multipller

THK did not provide employment multiptiers for the project as required in the 1041 Regulations.
However, any employment impacts generated by thls project are short term one-time impacts
related to construction, rather than permanent jobs which would expand the County’s economic
base. This calculation would therefore be relatively minor and can be waived.

il n
The retail spending Impacts from construction wages may be overstated. Appendix K Table S
shows that 20 percent of construction worker wages spent on retail or $175,000. THK estimates
50 percent of retall spending In Chaffee County which EPS belleves is aggressive. The analysis
does not estimate how many of the workers reside in Chaffee County. If the majority of workers

18916-M-01-30-09
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reside in the County, these retall expenditures would be made regardless of thls construction
praject and should not be counted as an impact. If the majority of the workers are expected to
commute from outside Chaffee County, we feel that the estimate of 50 percent local spending
would be high. Constructlon workers are often highly mobile, commuting long distances to job
sites. The majority of their retall spending will more likely be closer to their place of residence.

It may be more appropriate to estimate construction worker spending from dollar per day per
person estimates rather than deriving them from wages. For example, using THK’s estimate of
59 jobs and a 90-day construction perlod, EPS assumed that $12 per day is spent by each
worker (lunch and a few small miscellaneous purchases). This generates $63,720 in retail
spending, as shown in Table 2, which is less than half of THK’s estimate of $158,500. Sales tax
would be $1,300 under EPS’ assumptions and $3,170 under THK’s. Admittedly, these are minor
revenue figures and are almost insignificant glven the uncertainty in the other assumptions
(where workers live, for example).

Table 2
Alternative Retall Spending Estimate (EPS)

Description Calculation
Eating & Drinking / Grocery $ per day per worker $12
Workers 59
Construction Days 90
Total Spending $63,720
County Sales Tax Rate 2.0%
Sales Tax Generated $1,274

Source: THK Assoclates, Economic & Planning Systerns

§2-203-6 (f) (i & i) — Public Facilities Costs

EPS agrees with THK that the Project is not likely to generate major Impacts to public facilities
and public facilitles costs in Chaffee County. However minor, the cost impacts should be
acknowledged if the offsetting revenues are belng shown. The THK analysis In Tables 2, 4, and 7
shows a “Cost to Serve” of zero. The cost to serve impacts were all calculated on a per-capita
basis, and since the project generates no populatlon, the Impacts were estimated as zero. While
the impacts are minor, It overestimates the revenue impacts to state that there are no cost
impacts. Some service provider Impacts are more appropriately estimated using other average
cost factors dlscussed later in this memorandum.

§2-203-6 (g) — Local Government Revenues and Expenditures

Subsection (1) — 10 Year Revenue History

The 1041 Regulations request a 10-year history of revenues and expenditures for affected
jurisdictions and special districts. The applicant reported that these figures were not readily
available. We do not feel that this is a major issue affecting the County or the project and could
be waived at the County’s discretion.

18916-M-01-30-09
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The previous sections of this memorandum addressed 1041 Regulations criteria which overlap
with the Fiscal Impact Analysls required under this subsectlon. Thlis section of the memorandum
will now address more comprehensively the THK Flscal Impact Report submitted as Appendix K.

Demolitlon of Liquor Store

The existing liquor store wlil be demolished and replaced with the truck loading facillty. The bulk
of the sales wlll be replaced by increased sales in other existing stores. We would expect some
loss of sales since this staore Is at a gateway location for tourists/visitors coming from the Front
Range and passing through to other destinations. The County, at their discretion, could request
that THK estimate lost sales tax and net it out from property tax and other revenues.

Assessed Value and Property Tax

As previously discussed, THK's analysis only addresses the truck loading site. There will be
assessed value changes on other parcels that should be included In the analysis, malnly the well
head area parcels. Also, any demolitions and changes in assessed value should be netted out
from new constructlon to show the net difference between the “As-improved” and "As-is”
scenarios.

Also as previously stated, revenues shouid not be presented as cumnulative 30-year totals.
Annual average revenues are more appropriate because local governments operate on annuaf
budgets rather than on expectations of total future revenue.

Cost to Serve

THK shows the cost to serve the proposed water facillty as $0. While we agree that the service
costs to this Project are expected to be minimal, they are not zero. Further, if project-related
revenues are estimated, so should project costs. It may be appropriate to address these impacts
qualitatively rather than to attempt to quantify negliglble impacts and compare thern against 30-
year cumulative revenues. ’

If more detalled service costs are to be estimated, THK should modify its methodology, as all
operating costs are estimated on a per-capita basis. When applied to a project with no
residential component, this method underestimates service costs. A commercial project has
some impacts to roads, police, fire, and hospitals.

One-Time Fees and Revenues

Page Two of THK’s Appendix B, (third full paragraph) shows bullding permit fees estimated at
$22,000 on $5.5 million of construction value. One-time building permit fees are not a profit
center to the County. They are designed to cover the cost of development review, Inspection,
and permit processing. Bullding permit fees are therefore a cost recovery revenue that is fiscally
neutral against Its related costs. Therefore, bullding permit fees should not be counted as a
positive fiscal Impact.

§2-203-6 (h) — Housing

The County is concerned with potential impacts on summer tourism from construction workers
occupying lodging rooms. The concern Is that the Influx of construction workers during the
spring rafting season may occupy lodging that woutd normally be used by visitors, assuming
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construction workers are commuting to Chaffee County from other communities. To the extent
that the County’s bed base is large enough to absorb these workers, it would not be an issue.
An inventory of accommodations in Chaffee County by location would help determine if the bed
base Is large enough to absorb these workers. Also, Nestle’s construction contractors may be
able to provide informatlon on the residency and commuting patterns of the workers likely to
work on this project.

Conclusions

The overall fiscal Impacts of the Nestle Waters facllity are relatively minor. EPS did not discover
any major fiscal impacts of concern to the County. Fiscal Impacts are therefore not considered
to be a discriminating factor in the overall project revlew process. The project-related site
planning and trafflc impacts would appear to be of greater relevance to the project review.

That said, the current report overstates the fiscal benefits by overstating revenues and ignoring
some costs altogether. We recommend that THK revise Its calculations to show more clearly how
key revenue Impacts were estimated as follows:

s Project Valuation - Provide a more transparent estimate of the estimated future market
value of the facility by component. Per-square-foot values and construction costs for the
major components of the project (loading facltity and well head sites) could be Itemized and
shown in table. This would atlow the County to better understand how assessed values,
property taxes, construction values, and bullding permit fees were estimated.

 Net Revenues - THK should provide an analysis of existing ravenues to service providers in
the project area compared to revenues upon project completion. This will show (f future
revenues are greater than or less than existing revenues. Sales tax and property tax are the
primary annual revenues which the project affects.

« Cumulative vs. Annual Average Revenues — Showing 30-year cumulative revenues and
assessed values overstates the impacts of the project. Revenue analyses should be
presented as annual numbers with annual costs as an offset to estimate an annual fiscal
balance or net fiscal effect.
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