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From: Jamie Gomes, Amy Lapin, and Megan Quinn

Subject: E! Dorado Hills Town Center East Project Revenue Impact
Analysis; EPS #132136

Date: July 29, 2014

Introduction

Economic & Planning Systems, Inc. {EPS) was retained by A.G. Spanos
(Client) to evaluate the revenue and other impacts associated with
development of a 4.5-acre site (Project) located in the El Dorado Hills
Town Center East Commercial Development Plan area {Town Center).
The Town Center is located in the community of El Dorado Hills (EDH),
California, in unincorporated El Dorado County (County).

The Town Center was approved in August 1995 to accommodate a
maximum of 925,000 square feet of commercial space and a 150-room
hotel.r In 2008, the Project site, specifically, was designated to
accommodate the hotel, as well as general commercial/retail land uses.?
In this memorandum, the hotel and commercial development plan for the
Project site is referred to as the “Hotel Project.”

The Client proposes to rezone the Project site to exclusively accommadate
a 250-unit multifamily residential project. In this memorandum, the
multifamily residential development plan is referred to as the “Multifamily
Residential Project.”

The purpose of this memorandum is to provide the Client and County with
the results of an analysis of key, annual County General Fund revenues
and one-time development impact fee revenues estimated to be generated

1 County of El Dorado Development Services Planning Commission Staff
Report, June 26, 2014.

2 1bid.
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by both the Hotel Project and the Multifamily Residential Project. Further, this memorandum
presents additional economic information to assist the Client and County in evaluating the
impacts of each project.

Summary of Findings

EPS presents the following key revenue impact conclusions from the analysis contained herein.
These revenues reflect the net present value (NPV) of annual key County General Fund tax
revenues and one-time development impact fee revenues under two development absorption
scenarios and three time frames: 10 years (2014-2023); 15 years (2014-2028); and 20 years
(2014-2033). All figures are presented in adjusted 2014 dollars.3 The revenue impact analysis
assumptions and methodology and additional economic information underpinning these
conciusions are described in detail in the remaining sections of this memorandum.

Key Annual General Fund Revenues

+ Over the next 10 years, the Muitifamily Residential Project is estimated to generate
about $80,000 (in adjusted 2014 dollars) in additional tax revenues for the County
General Fund compared with revenues generated by the Hotel Project. The
Multifamily Residential Project is estimated to generate about $1.71 million (in adjusted 2014
doliars); the Hotel Project is estimated to generate about $1.63 million (in adjusted 2014
dollars). This estimate is based on the assumption that existing demand does not support
the near-term construction of the Hotel Project, and the hotel and commercial land uses
would be constructed in calendar year 2019. In contrast, it is assumed that demand exists
for near-term construction (calendar year 2015) of the Multifamily Residential Project.

+ Over the next 15 to 20 years, the Hote/ Project is estimated to generate about
$884,000 and nearly $1.9 million (in adjusted 2014 dollars), respectively, in
additional tax revenues for the County General Fund compared with revenues
generated by the Multifamily Residential Project. The Hotel Project is estimated to
generate about $3.66 million over the next 15 years and about $5.69 million over the next
20 years (both figures are in adjusted 2014 dollars). The Multifamily Residential Project is
estimated to generate about $2.78 million in total over the next 15 years and $3.84 million
total over the next 20 years (both figures are in adjusted 2014 dollars). These figures
assume the same development absorption schedule for each project as presented in the
previous finding.

+ Under an alternative development absorption scenario, over the next 10 years, the
Multifamily Residential Project is estimated to generate about $900,000 (in
adjusted 2014 dollars) in additional County General Fund revenues relative to the
Hotel Project. This estimate is based on an alternative development absorption scenario in
which the Hotel Project incurs an additional 2 year delay, and no change is assumed in

3 In this analysis, NPV is based on a revenue-escalation rate of 3.0 percent and a discount rate of
3.0 percent. Both rates are based on a rate that approximates the average, long-term consumer price
index {CPI).
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constructing the Multifamily Residential Project. The Multifamily Residential Project is
estimated to generate about $1.71 million (in adjusted 2014 dollars); the Hotel Project is
estimated to generate about $814,000 (in adjusted 2014 dollars).

* Based on the same 2-year delay, over the next 15 to 20 years, the Hotel Project is
estimated to generate a total of about $71,000 and about $1.0 million (in adjusted
2014 dollars), respectively, in additional revenues for the County General Fund
compared with revenues generated by the Multifamilty Residential Project. The
Hotel Project is estimated to generate about $2.85 million over the next 15 years and about
$4.88 million over the next 20 years (both figures are In adjusted 2014 dollars). The
Multifamily Residential Project is estimated to generate about $2.78 million in total over the
next 15 years and $3.84 million total over the next 20 years {both figures are in adjusted
2014 dollars). These figures assume the same additional 2-year delay in constructing the
Hotel Project.

County and Other Agency Development Impact Fee Revenues

+ The Multifamily Residential Project Is estimated to generate about $10.9 million (in
adjusted 2014 dollars) in additional one-time development impact fee revenues for
the County and other agencies and special districts in the County relative to the
one-time fee revenues generated by the Hotel Project. This revenue comparison
reflects current fees established by the County and other agencies and special districts in the
County as of July 2014,

Site and Project Description

The Town Center functions as a hybrid shopping center, combining a pedestrian-oriented "main
street” presence with a traditional, suburban neighborhood- and community-serving retail
center, Town Center Boulevard serves as the primary entrance to the retail center, providing
immediate access and visibility from U.S. Highway 50. The “main street” element of the center
contains a mix of small boutique retail, other retail, and office uses, while the remainder of the
retail center is anchored by a grocery store, movie theater, and big box retail.

At the terminus of Town Center Boulevard is the Regal Cinema Theater, and to the south and
east of the “main street” shops are: a 93-room upper midscale class hotel (Holiday Inn Express
& Suites), a Spare Time gym, a Target, and numerous outparcels containing various retall and
medical office uses. To the north of the “main street” portion of the project, and separated by a
a large surface parking lot, is a grocery-anchored (Nugget Markets) strip retail center called
MarketPiace at Town Center. East of the grocery store is a Mercedez-Benz automobile
dealership.

To date, the Town Center consists of approximately 687,000 square feet of neighbarhood-,
community-, and regional-serving retail uses and commercial office space. This total square
footage includes the the 128,000-square-foot Target; the 62,000-square-foot Regal Cinema
Theater; and about 135,000 square feet in the Nugget-anchored MarketPlace at Town Center.

The Project site s in the heart of the Town Center, bordered by existing commercial uses,
including the Regal Cinema Theater to the east; the Holiday Inn Express & Suites hotel,
restaurants, and retail shops to the west and south; and the Mercedez-Benz dealership to the
north, with two major access points from Town Center Boulevard and Vine Street. The Project

Economic & Planning Systems, Inc. 3 [R———— S 1o
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site is within walking distance to nearby amenities and stores, with easy access to the highway
and nearby employment centers,

The following sections describe the two development plans being evaluated in this memorandum:
the Hotel Project and the Multifamily Residential Project,

Hotel Project

Consistent with the May 2014 £ Dorado Hills Town Center Apartments Trangportation Impact
Analysis prepared by Fehr & Peers, the Hotel Project evaluated in this analysis consists of an
approximately 74,000-square-foot, 100-roam hotel, including a 4,500-square-foot restaurant
and 4,250 square feat of conference facility space.® In this analysis, the hotel is envisioned to
be an upper midscale class of hotel, similar to the nearby Holiday Inn Exprass & Suites. In
addition, the Hotel Project is anticipated to contain 33,000 square feet of general
commercial/retall land uses, In sum, the Hotel Project is proposed as 107,000 square feet of
commercial land uses contained in three separate structures {the hotel and two retail pads).¥
This project is estimated to generate about 84 employees.

Refer to Table A-1 in Appendix A for more detall regarding the Hotel Project land uses. Refer
to Table A-3 for the project’s estimated buildout emplovee population and Table A-5 for
employee generation assumptions.,

Multifamily Residential Project

The Multifamily Residential Project evaluated in this analysis consists of a 4-gtory, 250-unit
complex comprising upscale studio, one-bedroom, and two-bedroom renter-pccupied
apartments. The targeted rents for apartments reflect a proposed price point of $1.90 per
square foot per month, This translates inte estimated average monthily rents ranging from about
%1,100 for studios, $1,530 for one-bedrooms, and $2,130 for two-bedrooms.,

To achieve the targeted rents, the proposed Multifamily Residential Project is anticipated to offer
a variety of amenities to supplement the Project site’s surrounding walkable environment with
proximity to retail, restaurants, and entertainment, Amenities include on-site features, services,
technology, and other rental premium characteristics as described further in the December 2013
El Dorado Hills Town Center Multifamily Mousing Market Analysis Draft Report prepared by EPS,
On-site features that may be incorporated into the project include swimming pools, outdoor
Jacuzzi, clubhouse, business center, community garden, and a dog park. Service-oriented
amenities may laclude valet, trash collection, concigrge services, off-site dry cleaning and
laundry service, and personal trainers. Technology-oriented amenities may include
complimentary internet/television connections, centralized smart technology and control, remote
access to thermostats, and built-in wireless speakers, Other rental premium characteristics may

4 Fehr & Peers’ evaluation of Hotel Project land uses in the Transportation Impact Analysls is based on
land use information contained in the Declaration of Use Restrictions and Agreement 1o Grant
Easements filed with the County Recorder on October 13, 2008,

5 The Hotet Project is estimated to contain one structure containing the hotel {including a restaurant,
conference facility, and 3,000 square feet of retall); one structure containing 20,000 gross bullding
square feet of general commarcial/retail; and one structure containing 10,000 gross buliding square
feet of general commercialfretail,

Economic & Planning Systems, Ing. 4 e
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include energy-efficient appliances; insulated and Low E windows; LED lighting; recycled and
natural materials; passive solar features; and architectural features such as high ceilings, large
windows, additional storage, and balcony or yard access.

Refer to Table A-2 in Appendix A for the number of units by apartment size proposed in the
Multifamily Residential Project. Refer to Table A-4 for the project’s estimated buildout
residential population and Table A«5 for population generation assumptions by apartment size.

Development Absorption Scenarios

This analysis evaluates two development absorption scenarios of the Hotel Project and
Multifamily Residential Project—Scenario 1 and Scenario 2—as described in further detait
below. Both development absorption scenarios are based on the assumption that the Multifamily
Residential Project would be constructed before the Hotel Project. In particular, EPS estimates
that sufficlent demand exists to warrant development of the Multifamily Residential Project in the
short term {2015). Hawever, the estimated timing of developing the Hotel Project is uncertain,
based on existing hotel and commercial retail market dynamics in EDH.

Additional details related to the rationale underpinning the development absorption scenarios are
provided below. It is important to note that the only difference between the two development
absorption scenarios is the estimated absorption of the Hotel Project. In addition, for the
purpose of this analysis, it is assumed that all components of each project will be constructed at
once and within the same calendar year. That is, the hotel and all commercial development
assumed under the Hotel Project would be constructed In a single phase within the same
calendar year. It is possible the Hotel Project could be constructed in multiple phases spanning
multiple years, thereby delaying a portion of the revenues that ultimately would be generated by
the project at buildout.

Scenario 1: Hotel Project Develaped in 2019; Multifamily Residential Project
Developed in 2015

Hotel Project

This analysis is based on an estimated development scenario, Scenario 1, in which the Hotel
Project would be constructed in calendar year 2019, with revenues derived from development of
the project accruing to the County General Fund the following year (calendar year 2020).

As indicated previously, the hotel in the Hotel Project is assumed to be an upper midscale hotel.
The basis for the Scenario 1 development scenario stems from recent occupancy levels of four
upper midscale hotels near the Town Center, including the Holiday Inn Express & Suites in EDH.
Over the previous S years {2009-2013), the occupancy rate for these four hotels combined has
ranged from a low rate of 53 percent (in 2010) to a high rate of 66 percent (in 2013, the most
recent annual figure available), with an average occupancy rate of approximately 61 percent.®
To put this vacancy rate in context, there are approximately 171,000 rooms avallable annuaily in
these four hotels, with demand for only about 110,000 rooms on average over the previous

6 Source: Smith Travel Research data, 2009-2013 for four upper midscale class hotels located in
El Dorado Hills (Holiday Inn Express & Suites), Folsom (Hampton Inn Suites and Larkspur Landing),
and Placerville (Best Western Plus).

Economic & Planning Systems, Inc. 5 " -

14-0769 3F 5 of 39



£l Dorado Hills Town Center East Project Revenue Impact Analysis
Memorandum July 29, 2014

2 years (2012-2013).7 Although occupancy rates have strengthened over the previous 5 years,
average room rates have remained essentially static ($109.60 in 2009 and $110.05 in 2013).
Thus, an occupancy rate of between 60 percent and 65 percent suggests sufficient demand to
warrant an additional 36,500 rooms annually (100 rooms, 365 days per year) may not be
present for several years.

It is important to note that this analysis assumes the hotel is an upper midscale hotel. According
to the October 13, 2008 Declaration of Use Restrictions and Agreement to Grant Easements, it
appears the hotel may be envisioned to be a higher-end hotel. The document describes the
hatel as full-service hotel with a conference facility. This type of higher-end hotel may be further
delayed than what is estimated in this analysis. Demand for full-service hotels are dominated by
the commercial and group segments of the hotel market, with leisure travelers comprising a
relatively small percentage (about 15 percent).8 Demand for these corporate and government-
related travelers is being accommodated through a small number of hotels in the region, almost
all of which are located in the City of Sacramento. Although a market study was not conducted,
it is plausible that a sufficient amount of corporate and government-related demand to support a
full-service hotel and conference facility in the Town Center will not exist for many years.

In addition, there does not appear to be sufficient near-term demand for the type of retail
development that would be accommaodated in the 33,000 square feet of commercial proposed in
the Hotel Praject. In November 2013, EPS conducted an evaluation of retail market indicators in
the EDH submarket. The following key indicators contributed to this conclusion:

¢ Net retail absorption in EDH has been low. Over the past 4 years (2010-3Q 2013), the
EDH area has incurred very little net new absorption (10,200 square feet), contrasted by
strong positive absorption in the adjacent City of Folsom (421,700 square feet).? This is
indicative of a strong market trend favoring Folsom as the center of the retail market in this
portion of the Sacramento Region.

* Historical and existing vacancy rates are above average. Substantial vacancies in the
EDH and Folsom submarkets exist.1® As of the 3Q 2013, the vacancy rate in EDH and
Folsom was 10.0 percent and 11.1 percent, respectively. From 1Q 2006 through 3Q 2013,
the long-term average vacancy rate was 8.5 percent and 9.7 percent for EDH and Folsom,
respectively.

Despite national retailers’ preference for the area, vacancy in Folsom has been higher than in
EDH. Unfortunately, It is not possible to discern from this data how vacancy rates differ for
older product and new construction. Folsom retailers have been gradually migrating south
from the older urban core to locate in newer construction near U.S. Highway 50. Folsom’s
spike up to 12-percent vacancy (2011-2012) largely was attributed to the Palladio at
Broadstone shopping center opening, adding more than 300,000 square feet of retail and

7 1bid.
8 Source: PKF Consulting.

9 Source: Terranomics Sacramento Valley Retail Report 3G 2013.

10 Source: Terranomics Sacramento Valley Retail Report 3Q 2013 and interviews with local real
estate professionals.
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restaurant space. Scott Reynolds, a local retail broker for the Palladio, estimated it was
65-percent leased and would be about 75-percent leased by the end of 2014,

La Borgata at Serrano, the Town Center’'s neighboring competitor to the north across U.S.
Highway 50, also is experiencing high vacancy. Matt Goldstein of Voit, a former broker for
La Borgata, estimated it was between 30-percent and 35-percent leased. This vacancy is
uncharacteristically high because the center recently went through foreclosure and Is trying
to lease up under new ownership. Eight retail spaces are available, and some spaces have
been vacant for more than a year, according to Race Merrit, a broker from ProEquity Asset
Management.

The Town Center is faring relatively well with respect to vacancy. The Town Center
Management Group indicated its retail space was about 88-percent occupied. During
interviews, a couple of brokers observed that vacancy in the Town Center tends to be higher
on the far eastern end near the Regal Theater. Pedestrian activity seems to diminish as one
travels further from the core of the Town Center, Although the Town Center ts 88-percent
occupied, some of the ground-floor space is occupied by non-retall, non sales-tax revenue
generating tenants (e.g., senator and assembly member offices, County Sheriff offices),
indicating weal demand for prime retail space.

In addition to the recently-departed CVS, there were two vacant, available retall spaces
totaling 3,730 square feet as of November 2013, One of these spaces has been available for
8 months, but its length of time on the market may be partially attributed to an unusual floor
plan. The CVS, formerly housed in the MarketPlace, relocated to the southwest corner of the
White Rock Road and Latrobe Road intersection about a year ago. Although the '
23,435-square-foot space remains vacant, it is not yet available because CVS still has lease
obligations. The vacant CVS and two boutique shops leave the MarketPlace at 75-percent
occupied. These vacancy rates may act to keep lease rates low.

+ Lease rates have been steadily declining and may not support the cost of new
construction. Between 2011 and 2013, lease rates in the EDH submarket dropped about
$0.13 per square foot (from $1.87 to $1.74). This reduction in lease rates may be
attributable to a few ground floor, non-retail tenants (e.qg., senator and assembly member
offices, County Sheriff offices) that are likely leasing space for reduced market rents. QOver
the same period (2011 to 2013), lease rates in Folsom increased $0.03 per square foot (from
$1.63 to $1.66), despite the emergence of a major high-end regional retail center (Palladio)
that remains at least 25-percent vacant. The level of design at the Town Center is very high,
thereby increasing construction costs. Although a detailed pro forma analysis has not been
conducted at this stage, there is a very real possibility that lease rates in EDH would not be
sufficient to capitalize new construction.

¢ Future growth prospects may strengthen but do not impact the near-term viability
of retail development at the site. Household incomes in EDH and the surrounding
community are very strong; however, projected growth among households is uncertain. The
timing of major master-planned projects in the greater area is such that additional demand is
unlikely to affect the prospects for developing a viable near-term retail project at the site.
Such future projects aiso are likely to include additional supply of retail uses that will, at least
partially, offset future demand.
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It should be noted that a retail leakage and supply analysis conducted by Buxton in June 2014
indicates that, while there are opportunities for additional retail in the EDH area, many of these
opportunities are inappropriate for the Project site, which is positioned as a high-end
boutique/entertalnment retail location and is located between the village center and a muitiplex
theater.3 While some retall categories potentially could be accommodated on the Project site,
current vacancy and lease rates indicate that additional retall is unlikely to be absorbed In the
near term. Additional information regarding the Buxton study is found at the end of this
memorandum.

Multifamily Residential Project

Scenarlo 1 is based on the assumption that the Multfamily Residential Project would be
constructed in calendar year 2015, with project revenues accruing to the County General Fund
the following year (calendar year 2016). In the December 2013 £l Dorado Hills Town Center
Multifamily Housing Market Analysis Draft Report, EPS concluded that the multifarily housing
market, both nationally and regionaily, has been growing steadily since 2011 and continues to
strengthen as demand from Baby Boomers and Generation Y/Millennials increases. Locally, EDH
appears ready to capltalize on the recent muitifamily development uptick and emerging trends in
multifamily demand. The supply from the 250-unit project is estimated to be reasonably
absorbed in the matket, given the desirable neighborhood and urban development pattern
surrounding the site,

Scenario 2: Hotel Project Developed In 2021; Multifamily Residential Project
Developed in 2015

Hotel Project

This analysis also estimates an alternative development scenario (Scenaric 2) in which
develapment of the Hotel Project is delaved 2 additional years, based on existing hotel market
dynamics as described above, with construction occurring in calendar year 2021 and revenues
accruing to the County General Fund the following year (calendar year 2022).

Multifamily Regidential Project

As mentioned previously, the Multifamily Residential Project is anticipated to be reasonabily
absorbed in the market, given existing multifamily housing market dynamics. As such, the
development schedule for the Muitifamily Residential Project under Scenario 2 remains the same
as the schedule under Scenario 1.

Summary of Revenue Impacts

Key County General Fund Revenues

Development of the Project site will generate annual revenues for the County's General Fund. 12
In this analysis EPS estimated key annual General Fund tax revenues generated by development

11 Source: Buxton Retail Leakage and Surplus Analysis in EDH (10 minute drive time), June 18,
2014.

12 note that this analysis does not evaluate all County General Fund revenues that would be
generated by each project. Further, this analysis does not estimate the net fiscat impacts of

Economic & Planning Systems, Inc. b P " .
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of each project at bulldout, including property tax, sales and use tax, Proposition 172 public
safety sales tax, and trangient ocoupancy tax {TOT) revenues. In addition, EPS estimated the
one-time development impact fees that would be generated for the County and other agencies
and special districts in the County at building parmit for each project.

EPS estimated the NPV of the annual key General Fund revenues and one-time development
impact fee revenues under development Scenario 1 and Scenario 2, assuming three time
frames: 10 years (2014-2023), 15 vears (2014-2028), and 20 years {2014-20331.13

Table 1 shows that, under Scenario 1 over the next 10 years, the Hotel Project is estimated to
generate about $1.63 million (in adiusted 2014 dollars), or about $80,000 less than the
Multifamily Residential Project, which is estimated to generate $1.71 million {in adjusted 2014
dollars) in annual County General Fund revenues, Over the next 15 to 20 years, the Hotel
Project will generate an estimated $3.66 million and $5.69 million, respectively, for the County’s
General Fund {in adjusted 2014 doflars). Comparatively, the Multifamily Residential Project will
generate about $2.78 million and $3.84 million {in adjusted 2014 dollars) for the County's
General Fund, or about $884,000 and $1.85 million legs than the Haotel Project over the 15-year
and 20-year timeframes, respectively. Refer to Table 2 for the cash flow analysis of each
project under Scenario 148

Under Scenario 2, in which the Hotel Project is delayed 2 additional years, the Hotel Project is
estimated to generate approximately $900,000 {in adjusted 2014 dollars) less in key County
General Fund revenues over the 10-year timeframe, compared with revenues generated by the
Multifamily Residential Project. Over the next 15 to 20 vears, the Multifamily Residential Project
is estimated to generate approximately $70,000 and $1.04 million {in adjusted 2014 doltars) less
than the Hotel Project, respectively. Refer to Tabile 3 for the cash Flow analysis of each project
under Scenario 2.4

The key annual General Fund revenues that inform the NPV analysis are summarized in Table 4
and described in further detall in the following sections.

development on the Project site; EPS did not estimate County General Fund expenditures to provide
services to the site,

13 In this analysis, NPV is based on a revenue-escalation rate of 3.0 percent and a discount rate of
3.0 percent. Baoth rates are based on a rate that approximates the average, long-term consumer price
index (CPI}.

14 This table provides a cash flow analysis for the 10-year timeframe only.

15 This table provides a cash flow analysis for the 10-year timeframe only. Note that only the Hotel
Project cash flow analysis is shown; the cash fiow anaiysis for the Multifamily Residential Praject
{which remains unchanged for Scenario 2) Is shown in Table 2.

Economic & Planning Systerns, Inc. @ -
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County and Other Agency Development Impact Fee Revenues

Based on development impact fee estimates provided by the County, the Hotel Project is
estimated to generate $1.59 million (in adjusted 2014 dollars) in one-time revenues for the
County and other agencles and special districts in the County, or about $10.9 million less than
development impact fee revenues generated by development of the Multifamily Residential
Project, which is anticipated to generate about $12.48 million (in adjusted 2014 dollars).16 17

The detailed one-time development impact fee estimates are provided in Tabies 5 and 6 for the
Hotel Project and Multifamily Residential Project, respectively.

Detailed Information Related to Revenue Impacts

Key Annual General Fund Revenues

As described previously, EPS estimated key annual County General Fund tax revenues generated
by development of each project at buildout, including property tax, sales and use tax,
Proposition 172 public safety sales tax, and TOT revenues. At stabilized buildout occupancy and
operating levels, the Hotel Project is estimated to generate about $419,000 in annual County
General Fund tax revenues, In comparison, at buildout, the Muitifamily Residential Project is
estimated to generate about $220,000 annually for the County General Fund. The following
sections describe the basis for these annual key County General Fund revenue estimates,

Property Tax

Estimated annual property tax revenue resulting from both projects is shown in Table B-1 in
Appendix B. The property tax revenue the County will receive from each project Is derived
from the County’s General Fund percentage share of the 1-percent ad valorem property tax rate
as shown in Table C-1 in Appendix € and the estimated, total assessed value of the project as
shown in Table C-2,

The total assessed value of the Hotel Project was estimated to equal $180 per gross building
square foot. The assessed value per square foot was derived based on the total assessed value
per square foot of the nearby Holiday Inn Express & Suites, as well as recently constructed
commercial retail uses in and surrounding EDH. This assumed total assessed value translates
into a total assessed value of $21.53 million for the Hotel Project.

The total assessed value of the Multifamily Residential Project was estimated based on the
assumed average manthly rents by apartment size, multiplied by 12 months, to derive annual
rent and divided by a Sacramento regional capitalization rate of 7 percent to derive an asset

16 Because these are one-time revenues that are escalated and discounted at the same rate, the
adjusted figures in 2014 dollars are the same under both development scenarios.

17 The one-time development impact fee estimates shown in this anlaysis reflect current fees
established by the County and other agencies and special districts in the County as of July 2014,
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value per unit. As of 2012, capitalization rates ranged between 6 percent and 7 percent in the
Sacramento Region; although capitalization rates are projected to continue decreasing, the
higher capitalization rate was used in the analysis as a more conservative estimate of value,18

Based on an estimated tota! assessed value of $21.53 million, the Hotel Project is estimated to
generate about $41,000 in annual property tax revenue for the County General Fund. The
Multifamily Residential Project, based on a total assessed value of $73.77 million, generates
approximately $139,000 in annual property tax revenue for the County General fund.

Property Tax in Lieu of Vehicle License Fees

This analysis uses a formula provided by the California State Controiler’s Office to forecast
Property Tax in Lieu of Vehicle License Fees (PTIL VLF). PTIL VLF is calculated by taking the
percentage increase of the County’s assessed value resulting from the Project and applying that
percentage share to the County’s current State allocation of PTIL VLF. This calculation is shown
in Table B~1 in Appendix B. EPS estimates the Hotel Project will generate about $13,000
annually and the Multifamily Residential Project will generate about $46,000 annually for the
County General Fund.

Sales Tax

The sales tax components examined in this analysis include the Bradley-Burns local 1-percent
rate and a revenue-neutral factor to estimate the State-mandated exchange of 25 percent of
sales tax revenue for property tax revenue {Property Tax in Lieu of Sales Tax or PTIL ST). Sales
tax and PTIL ST revenues to the County are summarized in Table B-2 in Appendix B. As
shown, the Hotel Project is estimated to generate about $71,000 in combined annual sales tax
and PTIL ST revenues. The Multifamily Residential Project is estimated to generate about
$24,000 in combined annual sales tax and PTIL ST revenues.

EPS uses a combination of methodologies to account for taxable sales generated for each
project:

1. Market Support Method. This methodology measures taxable sales generated from new
residential households and employees who are estimated to spend money in the
unincorporated County.

2, Retail Space Method. This approach measures taxable sales from new retail uses In the
Hotel Project (only).

Market Support Method

The market support method of estimating sales tax revenue combines estimating taxable sales
generated by new residential households in the Multifamily Residential Project and employees of
businesses in the Hotel Project.

New residential households are estimated to spend between approximately 27 percent and
31 percent of their household income on taxable retail expenditures. Under the Multifamily

18 goyrce: MPF Research and Colliers International, 1% Quarter 2012 Multifamily Report and Forecast,
2012. This represents the most recent data available on capitalization rates for the Sacramento
Region.
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£ Darado Mills Town Canter East Project Revenue Impact Analysis
Memorandom July 23, 2014

Residential Project, the analysis estimates the unincorporated County will capture about

50 percent of project households’ taxable retail expenditures. That is, half of the taxable retail
expenditures of project households {50 percent) likely wilt occur in competing retail outlets in
nearby jurisdictions.

New emplovees of the Hotel Project are estimated to spend an average of $10 in taxable retail
expenditures per day for each of the 240 work days annually. This analysis estimates the
unincorporated County will capture approximately 50 percent of taxable sales from the project’s
new employees.

The capture rate of 50 percent used in this analysis appears to be reasonable, based on the
findings detailed in the June 2014 Retail Leakage and Surplus Analysis, prepared by Buxton. The
Buxton report found that, for the EDH market area (bound by a 18-minute drive time from the
center of EDH), demand exceeds sales by 60 percent, indicating significant leakage. Although, it
should be noted that some retall categories—neighborhood- and community-serving food and
beverage and general merchandise stores—are approaching equilibrium. Additional detatlls
regarding the Buxton report are provided at the end of this memorandum.

The retail land uses in the Project (Hotel Project only) will generate taxable retail expenditures in
addition to expenditures generated from project employees. That s, other consumers outside
the Hotel Project will purchase taxable goods and services from the project’s retall development.

Annual taxable sales generated by retail businesses in the Project are calculated based on an
“annual sales-per-square-foot” factor published in the Urban Land Institute’s Dollars and Cents of
Shopping Centers: 2008 {(escalated to 2014 dollars) and proposed retail building square feet.

Annual taxable sales generated by retail businesses are estimaled net of market support.
See Tables B-2, B~2A, and B-28 in Appendix B for detalled calculations.

Proposition 172

The County receives approximately 93.5 percent of the gross Proposition 172 Public Safety Sales
Tax rate of 0.5 percent. See Table B-2 for the estimated annual Proposition 172 sales tax
revenue generated for the Hotel Project and Multifamily Residential Project,

Yor

This analysis uses a case-study methodology to estimate TOT revenues generated by the Hotel
Prodect {only). TOT revenue is estimated based on the number of lodyging units (hotel rooms),
an annual occupancy rate of 65 percent, an average dally room rate of $110, and the County's
TOT rate of 10 percent. The occupancy rate and average daily room rate assumptions are
derived from recent occupancy and room rates of simitar hotels in and surrounding EDH. Refer
to Table B-3 in Appendix B for estimated TOT revenue generated under the Hotel Project. The
Multifamily Residential Project does not contain any new lodging facilities. Thus, ne TOT revenue
is estimated for this project,

Development Impact Fees

The County and other agendes and special digtricts in the County collect development impact
fees on new development based on a project’s building valuation, square footage, or other

Economic & Planning Systems, Inc. 12 e
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El Dorado Hills Town Center East Project Revenue Impact Analysis
Memorandum July 29, 2014

building characteristics.19 EPS, with assistance from County staff, estimated the one-time
development impact fees estimated to be collected from development in the Hotel Project and
Multifamily Residential Project.?9 This section provides details related to the standard
development impact fees, building permit fees, and special district fees for each project.

As shown on Table 5, the total one-time development fees for the Hotel Project are estimated to
be approximately $1.6 million. The estimated total development impact fees are approximately
$15.35 per gross building square foot,

In contrast, the total one-time development impact fees for the Multifamily Residential Project
are approximately $12.9 million (refer to Table 6). The estimated total development fees are
approximately $51,430 per unit or $31.33 per gross building square foot,

The Multifamily Residential Project’s total fee burden is higher than the Hotel Project because the
Multifamily Residential Project’s total gross square footage is significantly higher than the total
gross square footage of the Hotel Project. Furthermore, the residential development impact fees
charged to the Multifamily Residential Project are significantly higher than the corresponding
commercial fees charged to the Hotel Project.

Other Impacts

The following sections summarize additional impacts of the Hotel Project and Multifamily
Residential Project, including an evaluation of the County and EDH jobs-to-housing ratio, the
June 2014 Buxton retail leakage and supply analysis, and residential land uses’ estimated impact
on Town Center land uses.

Jobs-to-Housing Ratio

According to the Draft County 2013-2021 Housing Element, the Sacramento Area Council of
Governments (SACOG) estimates there were 44,764 jobs available on the County West Slope for
individuals living in 61,821 housing units in 2008.21 This equates to a County West Slope jobs-

19 Note that a project’s building valuation is set by a local jurisdiction’s building official. A project’s
building valuation differs from its estimated total assessed value, which is based on the estimated
market value of land and improvements.

20 The one-time development impact fee estimates shown in this anlaysis reflect current fees
established by the County and other agencies and special districts in the County as of July 2014.

21 The County's West Slope is defined as the County net of the Tahoe National Forest Area and Lake
Tahoe Basin.
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£l Dorado Hills Town Center Fast Project Revenue Impact Analysis
Memorandum July 29, 2014

to-housing ratic of 0.7:1, indicating that many workers leave the County West Slope to work. In
contrast, the EDH Regional Analysis District (RAD) representing EDH (RAD 85) is estimated to
have a nearly “balanced” jobs-to-housing ratio of 1.1:1.22

The table below summarizes the existing jobs-to-housing ratios for the County West Slope, EDH
RAD, and impacts of both the Hotel Project and Multifamily Residential Project on the respective
ratios. As shown, neither project significantly impacts the County or EDH RAD jobs-to-housing
ratios.

El Dorado County and EDH Jobs-to-Housing Ratio Analysis

Jobs-to-Housing
Item Jobs Housing Ratio
Existing [1]
County West Slope 44,764 61,821 0.72
El Dorado Hills (RAD 85) 14,020 13,341 1.05
Potential Town Center East Projects [2]
Hotel Project 84 0
Multifamily Residential Project [3] 0 250
Cumulative Impacts (Existing + Potential}
County West Slope
Hotel Project 44 848 61,821 0.73
Multifamily Residential Project 44,764 62,071 0.72
El Dorado Hills (RAD 85)
Hotel Project 14,104 13,341 1.06
Multifamily Residential Project 14,020 13,581 1.03

Source: Draft El Dorado County 2013-2021 General Plan Housing Element, October 2013; EPS.

[1] Based on 2008 SACOG data.
[2] Reflects gross jobs. EPS did not estimate any potential shifts in employment (net new jobs).
[3] Itis possible this project may generate a nominal number of employment opportunities
(e.g., property manager, maintenance worker jobs associated with senvice-oriented
amenities). As a conservative estimate, no jobs have been estimated.

22 pccording to the State General Plan Guidelines, a jobs-to-housing ratio of 1.5:1 is considered
“balanced.”

Economic & Planning Systems, Inc. 14 e
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EF Dorado Mills Town Center East Profect Revenue Impact Analysis
Memorandum July 28, 2014

It is important to note that despite the EDH's “balanced” jobs-to-housing ratio, the Draft County
Housing Element indicates thers is a concentration of high-end housing development and a large
export of workers from EDH. Although this RAD supplies a substantial percentage of the West
Slope’s jobs (20 percent), the wages of jobs in EDH do not support habitation in the type of
housing available in EDM. This has resulted in an increasing number of individuals living in other
parts of the County, as well as outside the County. Many of the employment opportunities
generated by the Hotel Project would be service-oriented and may continue this trend. The
Multifamily Residential Project, although proposed to be upscale, may offer rental apartment
uriits that likely are more affordable than the average monthly mortgage payment for a for-sale
uait in EDHL

Retail Leakage and Supply Analysis Findings

As mentioned previously in this memorandum, Buxton prepared a retall leakage and supply
analysis in June 2014, The Buxton report found that, for the EDH market area (bound by a
10-minute drive time from the center of EDH), demand exceeds sales by 60 percent, indicating
significant leakage. It should be noted that some retail categories—food and beverage and
general merchandise stores—are approaching equilibrium. The study determined the leakage
index, which provides a ratio of demand {retall axpenditures) and supply (retall sales) at
neighborhood-serving food and beverage stores is 0.9 (where an index of 1.0 indicates demand
and supply are in balance). Under the food and beverage category, expenditures at grocery
stores were found to be in balance {Jeakage index of 1.0), and expenditures at other food and
beverage stores (convenience stores, specialty food, liquor stores) were found to have significant
leakage, For community-serving general merchandise stores, the report indicates the leakage
index is 0.8.

There is significant retall leakage estimated in the Buxton report for all remaining retail
categories {leakage indices ranging from 0.1 to 0.5). Many of these retail categories {(e.g.,
motor vehicle parts and dealers, furniture and home furnishings, electronics and appliances
stores, and building materials and garden equipment and supply dealers) would be unsuitable to
accommodate on the relatively small retail pads offered on the Project site {one pad is estimated
to accommodate 20,000 gross building square feet; the second pad is estimated to
accommaodate 10,000 gross building square feet).

Some of the retail categories experiencing leakage potentially could be accommodated on the
Project site. These include health and personal care stores; clothing and clothing accessories
stores; sporting goods, hobby, book, and music stores; miscellaneous store retailers (e.q.,
fiorists, gifts, and novelties); and foodservice and drinking places (e.4., restaurants and bars).
However, given the current local retail market dynamics {refatively high vacancy rates and low
lease rates), it is unlikely that new retall development could be absorbed in the aear term.

In reality, the overall existing retail shortage could be absorbed substantially by recently
constructed vacant retall space existing in the EDM and Folsom submarkets. Moreover, proposed
retall on prepared pads adjacent to the Town Center, at the Pointe at El Dorado Hills, offers
88,000 square feet of potential space. If not sultable for current demand, these pads could
provide an opportunity to capture future retail demand,

Economic & Planning Systems, Ioc. 15 P
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£l Dorado Hills Town Center East Project Revenue Impact Analysis
Memorandum July 29, 2014

While a more detalled retail market analysis could pinpoint the likely market share of added
retail space on the subject site, the preponderance of evidence suggests the upper-end boutique
retail—which the subject Town Center site would serve—effectively can be addressed by existing
space in the regional market.

Residential Land Uses’ Impact on Town Center Commercial Uses

As mentioned previously, the Project site enjoys convenlent access to nearby major employment
centers, public transportation network, and nearby parks and amenities. Its location caters to a
population segment that demands accessibility to urban, downtown neighborhoods and other
similar amenities and values the ability to live, work, and play nearby. Developing residential
land uses on the Project site would contribute to the creation of a true “town center” and would
bolster demand for retail goods and services in the Town Center.

If the Multifamily Residential Project is developed, the addition of residents near Town Center
retail could strengthen the local retail market dynamics. In downtowns across the United States,
housing has become an important element in comprehensive revitalization efforts to create an
active, mixed-use, 24-hours-a-day/7-days-a-week (24/7) environment for living, working,
shopping, and entertainment. A healthy downtown residential district generates a constant flow
of foot traffic to support nearby retailers, services, restaurants, and other businesses. In fact,
downtown residents who live within a half-mile of downtown provide a captured market for
convenience retail and services.?3 Likewise, residents in the Town Center will increase demand
for retail goods and services within the walkable half-mile, helping to reduce vacancy rates,
strengthen lease rates, and support future absorption of additional, proximate retail development
and employment land uses.

23 powntown Economics: Ideas for Increasing Vitality in Community Business Districts,

http://fvi.uwex.edu/.
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Table 1

Eil Dorado Hills Town Center East

Revenue Impact Analysis

Net Present Value Analysis by Project and Scenario {2014%)

Development Assumptions [1] Net Present Value of Revenues by Project [2]
Scenario Project Construction Revenue Hotel Multifamily Res. Difference
Formula a b c=b-a
Scenario 1:  Hotel Project 2018 2020
Multifamily Res. Project 2015 2016
Total Key General Fund Revenues [3]
10-Yr Timeframe (2014-2023) $1,627,087 $1,708,738 $81,650
15-Yr Timeframe (2014-2028) $3,660,947 $2,776,699 ($884,248)
20-Yr Timeframe (2014-2033) $5,694,806 $3,844,650 ($1,850,146)
Total Development impact Fee Revenues [4]
10-Yr Timeframe (2014-2023) $1,591,277 $12,483,226 $10,851,849
Scenario 2:  Hotel Project 2021 2022
Multifamily Res. Project 2015 2016
Total Key General Fund Revenues [3]
10-Yr Timeframe (2014-2023) $813,544 $1,708,738 $865,194
15-Yr Timeframe (2014-2028) $2.847,403 $2,776,699 {$70,704)
20-Yr Timeframe (2014-2033) $4,881,262 $3,844,660 ($1,036,602)
Total Development impact Fee Revenues [4]
10-Yr Timeframe (2014-2023) $1,591,277 $12,483,226 $10,891,849
“np_sura”

Source: The Spanos Corporation; EPS.

[1] This analysis assumes that revenue to El Dorado County's General Fund will be generated one year following project construction.
In this analysis, ali development for both projects Is assumed to occur during the same year, with a duration of one year or less.
[2] Net present value (NPV) is presented in 2014 dollars and is based on the following assumptions:
Revenue Escalation 3.00%
Discount Rate 3.00%
Refer to Table 2 and Table 3 for the cash flow analysis of each project under Scenario 1 and Scenario 2, respectively (10-yr timeframe only).
[3] Key General Fund Revenues include properly tax, sales tax, and transient occupancy tax revenues. See Table 4 for annual key
revenues in 2014 dollars.
[4] Refer to Table 5 and Tabie 6 for Hotel Project and Multifamily Res. Project development impact fee revenues, respectively.

Prepared by EPS 7/22/2014
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Tabks 7
Et Dorado Hills Town Center East
Ravverue fmpact Analpsis

Gerseral Fund Ravenoe Cash Flow Analysis: Scenaris 1 {1}

Soureel Yokl
Land Use Assumption {2014-2D23} %4 s b 113 7 w18 213 e 202 w228 280
1 2 3 4 5 8 2 8 3 hit]

Aevenue Escalation (2 350% 13 14058 1553 1403 1A 1.3%% § 1 1.250 1.267 105
Rt Broject
ey Counly Geonral Fund Bevenues Table 4

Property T $359.874 % 3 3% $6 @ 50 $a5.972 $58,551 $91,207 393544

Sabes ang Use Tax 264,780 30 0 0 30 0 £ ] $E328% 05,183 36749 855,15

Prop. 172 Public Safely Sales Tax £164,850 0 3 $0 50 5 80 $35,404 $40.586 41 800 $43,0058

Trangient Oocupancy Tax $1.K3.68 ¢ 0 5 ¢ $ 50 5311818 $3A.568 SEH 5085 b= R g
Totsl Hotsl Project $2,082577 3 $0 $° $# 30 36 $500,178 $518.286 $830, 748 $545 587
Devalopment inpact Faes $1.500,068 5 4 $5 $ 36 31000068 - %0 $¢ w
Total Havesue 53,993,045 w ] 5o 3 s 9,900,088 o278 515,796 $530, 745 $566,587
Kot Prosest Vatoe {20148 3.00%

Yoy Courdy GF Ravenaes $1,827.087

Dosveloprrnnt Bnvpact Fees $1.591,977

Tutat Revonug 22183564
Multifamify Res, Prajec
Koy Cisunty Goneral Fund Revenyes Fable 4

Property Tax $1.501 BTt % 30 S22 632 5208741 $214.972 221421 $E2Bn4 $234.906 $241 943 245312

Sades aend Use Tax 3188810 w & $19.006 $15068 £20.258 $20867 531,403 $22.1%8 322,803 $23,485

Paug. 178 Poblic Sately Sales Tax $mrrs 0 0 311870 $12.020 $12.381 $12.752 PIERS ] $13.529 $138% 314,353

Trawsiond Gooupsnty Tax 3 23 & 30 &y - 427 74} » k4] ®
Yotal Muliifamily Res. Project $3,075483 3 1] $233,308 $240 400 $247,812 255040 $362.591 270,572 278688 28T 550
Developueat impat Foes $13.343.458 30 S A4 5 j 4] k] w 5 $% R 0
Yokt Revenue $15,3%5,907 13,245,454 $233,598 $240 488 247,612 $255.048 (5520 4 9573 $ITBERY $987,050
Nt Present Value (26048} J00%

Koy Counly GF Revenuss $4.708,738

Devetoptnen impad Fees FIRAB2IB

Yedat Revenun $44, 451,967

w

Source: The Spancs Corpontion; ££8,

1} Seenwio ¥ echiies e following assumptions:

1) Bw Hoted Projecd, based o current oisupncy levels, would be construcied in 2019, with revenies acoming to the £ Dorsdo County Geneeal Fund e Reilowiag year {2020)
e Muttitrnily Hes. Projest, based ot demand tor medifamily housing 1its, wiukd be conaburiag in 2015, with revenues scorieg 10 e county tive lollming yeawr (2018} and

85 the sinstruction durgtion of esch proisct wolt be 0t yeae or et wWith 2% uses Wity 2ach ot sonstiucted 2 he samme W

{27 Based on 20143 Cevwnl Fundd revenues shows i Talte £ aewt dewsloprmest impad foss showr v Yadle § and Table §, escaiates emanlly 15 e yedr in which fevenues gfe estinuted 16 be genersted for fhe county.
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Table 3

€1 Dorado Hilly Town Center Easl

Revenue Impact Analysis

General Fund Revenue Cash Flow Analysis: Scemaric 2 11]

‘total
Lang Use Assimptiog {2544.2023} 2854 b33 1 0146 247 f-- 54 W froer o 2 ier g W23
i 2 3 4 5 & kd 8 8 %

Revenue Sacalation {7} 3.00% §i s 1.030 1061 1.08% 1378 1.15% 1158 12w 137 1,505
Hotel Projuct
Ky Counly Genersl Fund Revenues

Peospinrty Tax 5185 151 30 0 35 0 30 20 U 0 ot 2av 393,944

Sales and Use Tax $136,292 30 0 s W $5 0 30 $0 367330 $69,153

Piop. 172 Public Safety Sakes Tax $84.851 5] 0 s % 30 30 4] 30 341803 308

Trawgiamt Ootupancy Tax 571,108 # % LY e 80 33 $0 bl £330.584 a5
Totsl Wit Froject 1877 A2 k= » 8 $o ® 5] 0 0 I SHAL 587
Bevlopment npact Fees $1.0457%2 ) %9 st £ 0 (1] $u %7 32.%4 4 9 ko]
Yousl Revenve $2.063154 w $2 5 $0 ] 10 $0 s2psTe2 $E0 T8 3548 587
Nt Present Valoe {20145} 3.50%

Koy Coygnly OF Revemies 3077 412

Darweinpmant gt Fees $2015 782

Vol Reverwe $3,0583,184
Nt Present Value {20148} 3.60% $313,544

e

Bowror: The Spancs Corporation; EPS.

1] Scenard 2 inciuges the following assumgtions:

13 e Hotet Prowdt, assurming further dalay based on ccoupancy levels, woulld b constvucied i 2001, with savenuas aconing 1 e B Doavade County Generat Fund $1e Tollowing year (20023,
2} the Mulitamily Res. Projecy, based on dermand for muliatmily hoasing unils, would be constrached i 2045, with revenues sioriing o e oounly e following year (2015} (see Tabile 2% and

3} e construdivn Suration of eath promd wasdd be one year of less with ol wess wrvler ech oot sovsiiuctad Bt the same e
12} Based on 20148 General Fund mvenues shown in Talde 4 a7 developmins impact fees shown o Yable 5 and Tabie 5. escaiatedd sonually 1 $19 year in which revenues are-estimated o be ganeested for the county.
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Table 4

E1 Dorado Hills Town Center East

Revenue Impact Analysis

Estimated Annual Key Revenues by Project (2014$)

Annual Revenues at Buildout by Project

Revenues Source Hotel Multifamily Res. Difference
Formula F-) b c=b-a
Key General Fund Revenues [1] »
Property Tax{2] Table B $72,000 $181.00C $118,000
Sales and Use Tax Table B-2 $53,000 $18,000 {535,000}
Prop. 172 Public Safety Sales Tax Table B-2 $33.000 $11.000 {$22.000)
Transient Occupaney Tax Table 8.3 $280.975 $G (8260.875)
Total General Fund Revenues $418,978 $220,600 {$198,975)
revenpes”

Source: El Dorado County FY 2013-14 BOS Adopted Budget, Ei Dorado County CAD; EPS.

Note: Values are rounded to the nearest $1,000.

{1} This analysis is not intended 1o be a complete fiscal impact analysis and only includes top revenue sources estimated {o be
generated by development to the El Dorado County General Fund. This analysis does not eslimate General Fund costs to

serve development.

{2} includes Properly Tax in Lieu of Vehicle License Fees and Properdy Tax in Lieu of Sales Tax revenue.

Prepured by EPS 7/22/2014
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Table 5
€1 Dorado Hills Town Center East Hotel

Revenue Impact Analysis Praject
Estimated Development impact Fees: Hotef Project

Fee Category Amount Comments

Development Assumptions 85000  hotel square feet
33000 officelretall square feel
8750  conference roonvresiavrant square feet
106,750  total gross square feet

108 rooms

%9.158.500  hotel building valuation
34,426,820  office/retail building valuation
$1,237.25¢  cordersnce roomresiaurant bullding valuation
3264740  fwe speinklers valuabion (based on lotal squame feet)
$15.087,140 total bullding valustion

Building Permit Fees
Existing City/County Fees
Buliding Permit $155923 based spon valustion shown above
Plan Review $1800 3800 review fee for three buildings
Strong Motion tnstrumentation Fee $4,224  0.028% of building valuation
California Building Standards Commission Fee 3604 $1.00 per $25,000 building valuation
Traffic (Zone 8) 5918050  38.60 per square ool
Et Dorado Mills Safely Zone $3418  $.032 per gross square foet
Surveynrs Ofice Addressing Fee $25 $25%ce
Rare Plant Mitigation $28.880  $.28 per gross sguare feet
Subtotal City/County Fees $1,117,833
Other AgencyiSpecial District Fees
Schoot Mitigation Fee 554443 3057 percommerciaisg %,
El Dorado Mills Fire Foe $123,830  $1.18 per giss square feol
Sewer - €I §428620 Two 2-inch meters
Sewar inspection Fee - EID 570 370 for wastewater inspaction fee
Water - EID §214,120  Two Z-nch meters
Subtota) Other Fees $521,083
Total Building Permit fees $1,839,015

Estimaled Feas Par Building 54 FL. $15.35

“holel fees”
Bource: El Dorade County, Couply special districts: EPS.

Progared by EPS W2001%
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Table §

El Dorado Mills Towrs Center Bast

Revenue lmpact Analysis

Estimated Development Impact Fees: Multifamily Res. Project

Multifamily Res,

Fee Category Amount  Comments
Developmernt Assumptions ZIBATE  hving ares sguare fout
18,320 patio square fee!
11,000 dubhouse square feet {ireated as commaercial sq. ft)
142,600 parking garage syuare feet
410,356  total gross syuare fest
45 gross acres
250 unils
$34,221,057  building valuation
Building Permit Fees
Existing City County Fees
Bullding Permt $362,743  based upon valuation shown above
Pign Review 5500 $600 review fee
Strong Motion insbumentation Fee $5.682 0.021% of building valuation
Califomia Bullding Standards Commission Fee $1.369  $1.00 per $25,000 building valuation
Traffic (Zone &) $4.687.210  $18,370 per unit, $8.60 per commercial square feet
El Dorado Hills Safaty Zone $13,133  $.032 per gross square feet
Surveyors Office Addressing Fee $25 325 fee
El Dorado Hills O30 Park Fes 32,026,780  $8.103 per unit
Rare Pant Miigation $144.811  $.28 per gross square fest
Subtotal CityiCounty Fees $7,215,323
Cither Ageacyl/Special District Fees
Schoot Mitigation Fee $747.270  $3.11 perresidentiaisg f, $0.57 per commercial 5. L.
El Dorado Hills Fire Fee 3478055  $1.18 per gross squane feet
Sewer - EID §2AVIB25 075 EDUs, $12,862 per unit
Sewer inspection Fee - EID 870 370 for wastewsler inspeaction fee
Water - EID 52007375  0.375 EDUs, $18,388 und $3,046 {recycied) per unit
Subtotal Other Fees $5,642 400
Total Building Permit Fees $12.857.722
Estimated Fees Per Unit 851,431
Estimated Feps Per Buiiding Sy, Ft $31.33

Source: £ Dorade County; County special districts, EPS.

Prpared by EPS 7222014
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Table A-1
El Dorado Hills Town Center East Hotel

Revenue Impact Analysis Project
Land Use Summary: Hotel Project

Average Commercial Hotel
Land Use Acreage Density  Bldg. Sq. Ft. Rooms
Commercial Land Uses Floor Area Ratio
Hotel Uses
Hotel Lobby/Rooms [1] - - 65,000 100
Restaurant - - 4,500 -
Conference Facility - - 4,250 -
General Commercial/Retail - - 33,000 -
Total Commercial Land Uses 4.5 0.54 106,750 100
Yu_appr®

Source: The Spanos Corporation; ParcelQuest; EPS.

[1] Square footage of hote! lobby and rooms based on an average of 650 square feet per room. Average
square feet per room is based on the proximate Holiday Inn Express & Suites, located in EDH, square
footage (approx. 59,000) and number of rooms (93). This square footage takes into account common
areas and other areas of the building used for maintenance and operations.

Prepared by EPS 7/22/2014
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Table A2

El Dorado Hills Town Center East

Revenue Impact Analysis

Land Uss Summary: Multifamily Res, Project

Muitifamily Res.
Project

Average Dwelling

Land Use Acreage Densily Units
Residential Land Uses UniftstAcre
Studio . - 24
1 Bed/1 Bath - - 131
2 Bed/2 Bath - - a5
Total Residential Land Uses 4.5 £56 258
Eyp—

Source: The Spanos Corporation; ParceiQuest EPS.
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Table A-3
El Dorado Hills Town Center East Hotel
Revenue Impact Analysis Project
Estimated Population: Hotel Project
Buildout
Land Use Employee Pop.
Employee Population [1]
Hotel Lobby/Rooms 10
Restaurant 6
Conference Facility 2
General Commercial/Retail 66
Total Employee Population 84
“popemp_appr*

Source: EPS.

[1] Based on employees per hotel room and square feet per employee as shown

in Table A-5.
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Table A4

Ef Dorado Hills Town Center East Multifamily Res,
Revenue Impact Analysis Project
Estimated Population: Multifamily Res. Project
Buildout

Land Use Residential Pop.
Residential Population [1]

Studio 24

1 Bed/1 Bath 156

2 Bed/2 Bath 194

Total Residential Population 414

‘popemp_prop”

Source; EPS.

{1} Basead on persons per residential unit type as shown in Table A-5.
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Table A-5

El Dorado Hills Town Center East
Revenus Impact Analysis
Land Use Assumptions
Persons
Estimated per
Assessed Dweilling Employees
Land Use Value [1] [2] Unit {3] 4]
Residential Land Uses ' FEr Uit
Studio $190,000 1.00 -
4 Bed/1 Bath $260,000 1.50 -
2 Bed/2 Bath $370,000 2.04 -
ERployses per Foom oF
Commercial Land Uses POFSEH B FLpeFERp.
Hotsl Lobby/Rooms $180 “ 81
Restaurant $180 . 800
Conference Facility $180 - 2.000
General CommercialRetall $250 - 500
i _assomps”

Source: 200508 Amerdcan Community Survey, ULL ParcelQuest; LoopNet, David Taussig & Associates; The Spanos Corporation; EPS.

[1] Residential values based on a weighted average of iease rates and average square footages per residential type as provided by
The Spancs Corporation.

[2] The assessed value per square foot for the hotel uses is based on data for the proximate Holiday Inn Express, located in El Dorado
Hills, obtained from ParcelQuest. General Commercial/Retail values based on recently-constructed uses in El Dorado Hills derived
from LoopNet.

[3] Persons per dwelling unit based on a weighled average of parsons per household per residential type as provided by
The Spanos Corporation.

f4] Hotel Lobby/Room employees estimated using an assumption of 0.1 employees per room; all other land uses estimated using
square feet per employee values. All assumptions based on the following sources:

- ULl Office Development Handbook {1988)
- Sacramento Transportation Authority Development impact Fee Study (Taussig, 2008)

Prepared by EPS 7/82/2014
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APPENDIX B:

County General Fund Revenue Calculations

Table B-1 Estimated Annual Property Tax Revenues........iviseeinenennns B-1

Table B-2 Estimated Annual Taxable Sales and Use Tax Revenue........ B-2

Table B-2A Estimated Annual Taxable Sales from Proposed

Development, Hybrid Market Support Method ...............e.e. B-3
Table B-2B Estimated Incorporated Annual Taxable Sales,

Adjusted Retail Space Method .....cccovvviivviiiinninen B-4
Table B-3 Estimated Annual Transient Occupancy Tax Revenue .......... B-5
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Table B-1

El Dorado Hills Town Center East

Revenue Impact Analysis

Estimated Annual Property Tax Revenues (20148)

Assumptions/ Annual Revenue at Buildout by Project
Item Source Formula Hotel Muitifamily Res.
Property Tax Revenue {1% of Assessed Value)
Assessed Value (2013%) [1] Table C-2 & $21,525,000 $73,770,000
Property Tax Revenue (1% of Assessed Value) 1.00% b=a~1.00% $215,250 $737,700
Estimated Property Tax Allocation [2]
County General Fund 18.82% c=b*1882% $40,511 $138,838
County Road District Tax 2.44% d=b*244% $5,254 $18,007
CSA#7 1.31% e=b*131% $2,812 $9,637
EID 5.71% r=b*571% $12,299 $42,151
EDH County Water/Fire 17.54% g=b*17.54% $37,756 $129,396
El Dorado Hills CSD 8.14% h=b~814% $17.524 $60,057
Other Agencies/ERAF 46.04% i=b*46.04% $89,085 $339,615
Property Tax In-Lieu of Motor Vehicle In-Lieu Fee Revenue (VLF)
Total Countywide Assessed Value [3] j $25,751,970,432 $25,751,870,432
Total Assessed Value of Project a $21,525,000 $73,770,000
Total Assessed Value k=a+j $25,773,495,432 $25,825,740,432
Percent Change in AV t=a/j 0.08% 0.29%
Property Tax In-Lieu of VLF [4] $16,000,000 m=/"316,000,000 $13,374 $45834
“prop. fax”

Source: E! Dorado County Auditor-Controller; The Spanos Corporation; EPS.

[1] For assumptions and calculation of assessed value, see Table C-2.

[2] For assumptions and calculation of the estimated property tax allocation, refer to Table C-1.

[3] Reflects Final July 22, 2013 R&T 2052 Assessed Valuation for FY 2013-14. Includes Countywide secured, unsecured, homeowner exemption,
and public utility roll.

[4] Property tax in-lieu of VLF amount of $16.0 million taken from FY 2013-14 BOS Approved County Budget. See Table B-1.

Prepared by EPS 7/22/2014 il Yow

14-0769 3F 31 of 39



g

Table 8.2

£1 Dorado Hills Town Center East

Revenue fmpact Analysis

Estimated Annual Taxable Sales and Use Tax Revenue {20148}

Bource/ Arnnusl Revenue at Buildout by Profect

ftem Formula Assumptions Hotet Nultifamily Res.
Estimated Annual Taxable Sales

Anpual County Taxable Sales from New HH/Employee Expenditures 8 Table B-2A $50.250 $2.439,500

Net Annual Taxable Sales from Orsite Commercial Uses [1) b Table B-2B $7,029.900 30

Annual Taxable Sales from Total County Net New Development ceash $7,080,180 $2,438,500
Annual Bales Tax Revenue

Bradiey Bums Sales Tax Rale 1.0000%

Less Property Tax in Lieu of Sales Tax Rate [2] {0.2500%:)

Total Bradiey Bums Sales Tax Revenue g bt 75% 8. 75060% $53,101 $18,2586
Annual Property Tax in Lieu of Sales Tax Revenue [2] e=b*.25% 0.2500% $17,700 $6,089
Gross Prop 172 Public Safety Sales Tax Revenue f= ¢ ¥ 0.5000% 0.5000% $35,401 $12,198

El Dorado County Allocation [3] o= SL5100% 93.5100% $33,103 $11.408

“sales_tax"

Source: El Dorado County, Califorria State Board of Equalization; EPS,

{1} Net armual taxable sales from onsite commerdial uses in the Base scenarnio are estimated 10 be zero because there are no nonresidential commercial uses

that are estimated to generate sales tax revenues directly,

{2] Based on Senate Bill 1096 as amended by Assembly Bill 2115 which states 1/4 of the 1 percent sales tax revenue {2500 percent)

will be exchanged for an equal doliar amount of property tax revenue

{3] According to Ei Dorado County, the County receives 83,5 percent of all Prop. 172 Sales Tax revenues generated in the County.

Frepared by EPS 1222014
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Eable B.2ZA
E1 Dorado Hills Town Center East
Revenur Impact Analysis

Estimated Annual Taxable Sales from Proposed Development, Hybrid Market Support Methad 12614$)

Anrwoal Revenue ot Bulldout by Project
Annust Taxalde Sales from Market Support Hssumption Hedel Suiilarsly Res.

Annuasl Taxable Sales from New Householdx

Fesidentidd Development (Units) Toble A2
Shudio - 24
1 Bexd't Bath - 31
2 Bed/2 Bath - 95
Total Residential Development - 250
Retail Expenditures [¥]
Studio £14,000 “ $338.000
4 He1 Bath $18.000 B 32,388 000
2 Qe Ban 23000 - £7 188,060
Totad Retall Expenditures * 4,879,000
Taxable Ssles from Now Households
Est Rotsd Capture Rate within Unincorp, B! Dorads Co. [ - 9%
Totsl Taxable Sales from New Houssholds - $2.439,500

Annual Taxable Sales from New Employses

Taxable Sales from New Employment

New Empioyees Table A3 84 -

Avergge Daly Tavsbie Sales per New Employes 10

Wiork Days per Year 245

Taxabie Sales korm New Empioyees {3} 0% of tota

Est Retai Capture Rate within Uninoorp. £ Dovade G0, 18 50% -

Totut Taxable Sales from New Employess ) 50,250 ) “
Total Annual Taxable Sales from Market Suppost $50,250 $2.438.500

Estimated Yotal Annual Taxable Sales Onsits {within the Proiect) 14 4% $20,100 $0

Estimated Total Annual Taxable Saies Offelte bwithin the Courty) {4 8% $30,150 $2.435, 500

“saieg 8°
Source: U8 Department of Labor, Bursau of Latxy Siatistios; EPS,

3] Refer 1 Table 1.3 &y assumptions related o average househaold relall expenditures by residential unit

{2} Estnated retui caphoe rale within uningorporated B3 Dovado County is based on EPS's qualitative appraissl of relall extsblishmends
within wred oudside of utdnenrporated Ef Dorado County.

31 Discounied by 50% fo avoid dosble-chunting empioyess who are alse residents within the uninoorporated county.

[4} This anatysis sesumes et 40% of woia! taxable sules from new employees fundery the Hote! Projedt) will oocor st retall ouliels within the
progect, witlt e remmainder conurring oulside of the profect within e urincorporsted counly. Al toable sales gonersted by new residents.
{under e Muliturdly Res. Projedt] 2re assumed 1 oot outalde of the troject andd within the unintttporated county.
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Table B-2B

El Dorado Hills Town Center East

Revenue Impact Analysis

Estimated incorporated Annual Taxable Sales, Adjusted Retail Space Method {20148)

Annual Revenue at Buildout by Project

Annual Taxable Hotel Multifamily Res,
Bales per Commercial Total Annual Commercial Total Annusl
item Sq.FL 1] Sq. Ft. Taxable Sales Sq. Ft. Taxable Sales

Annual Taxable Sales from Onsite Commercial Development

Nonresidential
Hotet LobbyRooms [2] 30 85,000 $0 - -
Restaurant 8320 4,500 $1.440,000 - -
Conference Facility {2] $0 4,280 %0 - -
Genergl CommercialfRetail 517 33,000 £5.810,000 - -
Total Nonresidential 106,750 $7,050,000 0 $0
Less Total Annual Taxable Sales Onsite (within the Project) [3) - ($20,100) - -
Total Annual Taxable Sales from Onsite Commercial Development - $7,029,900 - $0
sates_b”
Source: U S, Department of Labor, Bureaws of Labor Statistics; Urban Land Institute: and EPS,
[1] Based on an analysis of data from ULT's Dollars & Cents of Shopping Centers: 2008. Annual sales per square foot Bgures in 2008 dollars were
inflated to 2014 dollars using the Consurmer Price Index for the West Urban region, All Urban Consumers, To arrive at the taxable retall factors,
EPS excluded Food and Personal Service tenants which mostly sell non-taxable goods andior services.
Annual Taxable
Annual Sales  Annual Sales Sales
per 8q. Ft. par 8q. Ft. Taxable Retail  per 8q. FL
Assumptions {2008%) {inflated 20148} Sales Faclor {Rounded}
Restaurant £300 $322 100% $320
General Commercial/Retail $365 $424 40% $170

{21 Sales tax revenue is not assumed to be generated for these land uses; fransient occupancy tax revenue is generated from occupied rooms, as shown
in Table B-3.

[3} Derived in Table B-2A. Deducted o avoid double-counting.

Prepared by EPS 122014 s T A
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Table B-3

E3 Dorado Hills Town Center East

Revenue Impact Analysis

Estimated Annual Transient Qccupancy Tax {TOT) Revenue (20148)

Annual Revenue at Buildout by Project

ltem Formula  Assumption Hotel Muitifamily Res.
Hotel Rooms & 100 .
Annual Rooms Available b=a*365 36,500 -
Occupancy Rate [1] < 85.0%
Average Daily Room Rate [1] d $110.00
£l Dorads Co. TOT Rate & 10.0%
Annual Transient Occupancy Tax {Rounded) fzprctdre $280,975 $0

ot
Source: Smith Travel Research; EPS,

[t} Assumptions based on upper midscale hotels in Ef Dorado Hills and surrounding area along Highway 50 {Folsom and Placerville),
as obtained from Smith Travel Research in July 2014,

Prepared by EPS 7R304
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APPENDIX C:

County General Fund Revenue
Supporting Assumptions

Table C-1 Preliminary Property Tax Allocations ......covvivenniniveviennannan, C-1
Table C-2 Estimated Assessed Valuation at Buildout.........ccceinvininaniens c-2
Table C-3 Average Income and Retail Expenditures for

Residential Units...cocvcnieiivinniniiinnnn. errvrrees Cerirrer e reseriaas c-3
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Table C1

El Dorado Hills Town Center East
Revenue Impact Analysis
Preliminary Property Tax Allocations

Source: El Dotado County Auditor-Controller, EPS.

{1] Represents the percentage aliocation of the 1% ad valorem property tax by Tax Rate Area {TRA).

{2} Estimated by EPS based on information provided by the E! Dorado County Auditor-Controlier.

Prepared by EPS 72272014

Pre-ERAF Distribution
by Tax Rate Area [1] Parcent Shift Post-ERAF
Fund/Agency TRA 054-007 to ERAF [2] Distribution Factors
Taxing Entities for Analysis
County General Fund 28.2863% 28.4297% 18.8203%
Other Taxing Entities
Road District Tax 2.8320% 7.26018% 2.4409%
Accum Capital Outlay 0.5453% 25.31728% 0.4072%
County Water Agency 0.8610% 9.69617% 0.7775%
CSA #7 1.7658% 28.02532% 1.3063%
EID 5.7138% 3.00000% 5.713%%
EDH County Water/Fire 17 5405% 0.00000% 17.54058%
£} Dorado Hills ©8D 10.4657% 22.21212% 8.1410%
Buckeye Elementary 14.8908% 0.00000% 14.8908%
£l Dorado High 12.4167% 0.00000% 12.4167%
Los Rios Community 4.4369% 0.00000% 4.4369%
County School Services 2.4350% 0.06580% 2.4350%
SBubtotal Property Tax Pre-ERAF 1006.0000% 88.3272%
Educational Revenue Relief Fund (ERAF) 10.68728%
Total Gross Property Tax 100.0000%
tax_alloc”
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Table C-2

£}l Dorado Hills Town Center East

Revenue Impact Anslysis

Estimated Assessed Valuation at Buildout (201485}

Total Assessed Value by Project {Rounded)

Rounded Hotel Muitifamily Res.
Value per Units/ Assessed Units/ Assessed
temn Unit/Sq. Ft. [1] Sq. FL. Value [2] Sq. Ft Value [2]
Residential Land Uses Per Unit Units Units
Studio $190,000 - - 24 $4,560,000
1 Bed/1 Bath $260,000 - - 131 $34,060,000
2 Bed/2 Bath $370,500 - - g5 $35,150,000
Total Residential Land Uses o $0 250 $73,716,560
Nonresidential Land Uses PerSq. f1 Sq P Se.8
Hotel Lobby/Rooms $180 65,000 $11,700,000 - -
Restaurant $180 4,500 $810,000 - -
Conference Facility $180 4,250 $785.000 - -
General CommerciaiRetall $250 33,000 $8,250,008 - -
Totat Nonresidential 108,750 $21,525,000 0 $0

Source: The Spanos Corporation; ParcelQuest; EPS.

1] See Table A-5 for detail.
[2] Note that assessed values (AV)s are expressed in 2014$ and include no real AV growth.
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Table C3

£t Dorado Hills Town Center East

Revenue Impact Analysis

Average Income and Retall Expenditures for Residential Units {2014%)

Household Income and Retail Expenditures

Total Annual Est. Household

Residential Land Use Assumption [1] Rent Income [2]
Average Household Income Avy Month

Studio $1.180 $13,200 $44,000

4 Bed/1 Bath $1,500 $18,000 $60,000

2 Bed/2 Bath $2,100 §25,200 $84.000

Total Households

Toxadle £x0. Average Retail

Average Retail Expenditures [3) 23% pf Income Expenditures

Studio 31% - $14,000

1 Bed/1 Bath 30% . $18,000

2 Bed/2 Bath 27% - $23.000

“oome”

Source: The Spanos Corporation; Bureau of Labor Statistics (BLS), Consumer Expenditure Survey, 2012; EPS.

1] Average monthly rent provided by The Spanos Corporation.  Taxable expenditures as a percentage of income derived from the
BLS Consumer Expenditure Survey.

[2] Assumes astimated household income is 3 times fotal annual rent.

[3] Average relail expenditures per household used to estimate annual sales tax revenues, as shown in Table B-2A.
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