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Part 2:
A STATELINE EVENT CENTER IS A LOSING BET

In 2016, when Douglas County Commissioners (Barry Penzel, Doug Johnson, Nancy McDermid,
Greg Lynn, and Steve Thaler) hastily created Redevelopment Area #2 (RDA#2), the most costly
project listed for RDA#2 was a S50M Event Center (see Addendum C). It is prudent for those
who have the authority to spend public monies to demand ample and convincing evidence that
the policies they are puttingin p e are going to pay off and benefit the taxpayers and

County.

Yet on RDA#2, many elements of evidence one would expect to have in hand before taking such
a serious action were not in hand. What little evidence they had was not sufficient nor reliable.
More troubling, negative evidence that was readily available was excluded from consideration.
Committing tens of miilions of dollars for an Event Center, in particular, should have generated
much skepticit 1d apprehension that could be satisfied only by an unbiased, professional risk
assessment that paid particular attention to potential hurdles and obstacles. No such
assessment was made then, and no such assessment prepared at the behest of the County or
other entities connected to RDA#2 exists even now.

The following factors throw into serious question any thought of an Event Center as likely to be
profitable or vitalizing in the Douglas County Lake Tahoe Casino Corridor:

a: Over-saturation

B~rleround

For more than twenty years, there have been efforts to get a Convention Center built in the
Douglas County Lake Tahoe Casino Corridor. Twenty years ago, that may have made sense, but
no more. Whether it’s called a Con' 1tion Center or now an Event Center, in 2019, these types
of facilities drain many millions of dollars from public treasuries for the sake of private profit.
According to Heywood Sanders, who is considered the leading expert on the hows and whys
behind the convention center event venue movement, in a large n  ority of instances, they do
not deliver as promised. His book, Convention Center Follies (2014, Penn Press), lays out just
why convention centers do not contribute to economic development. One reviewer describes
Convention Center Follies as “a carefully researched and clearly argued book” and as an
“exceptionally important contribution to the study of urban redevelopment and the politics of
policy making” (Peter Lund, Fall 2016, e polis). Bottom line: The U. S. market is simply flooded
with such centers of every size and configuration, so there a 't enough users to fill the
spaces.

Since the flooding of the market goes back to as far as the early 2000’s, how anyone in 2016
could reach the conclusion that an Event Center at Lake Tahoe would be an exception is a
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mystery. “Local business, civic, and political leaders believe that their city is a special place ...
that earnestly they can perceive a ¢ ire to create jobs ... and produce economic impact. The
dilemma is when every city of any size in the U. S. believes that ..., what you get is an
oversupply of convention space,” says Sanders, in his attempt to explain the dichotomy.

An earlier analysis by Sanders of convention centers as unreliable re-vitalizing tools (“Space
Available: The Realities of Convention Centers as Economic De' ‘'opment Strategy”) was
published in 2005 by The Brookings Institution Metropolitan Policy Program (See Addendum F).
It offers other insights into how projections of success more accurately should be called, “The
best guesses we can come up with that will sell ourideaso ™ s of us in the convention center
building and managing world can make profits at public expense.” A useful summary of that
peer-reviewed article, highlighting how it pertains to RDA#2, can be found in Addendt  G.

Tha RNAH#HI Eyent Center

The Local Scene
There is no doubt that there is an over-abundance of “event” venues with respect to the
proposed Stateline Event Center. Here’s a list of what would be viewed as local competition:

Nugget ~ itdoor Event Center (Sparks): Brand new. 8,500 seating capacity.

Reno Event Center: Built in 2005. Slightly larger capacity. Far easier to access. Called
“underperforming” in KUNR web article dated September 20, 2016 (“Reno Group Eyes Hockey
as Way to Revitalize Event Center”). Sports events dominate its calendar.

Lawlor Event Center (UNR): 11,700 seating capacity. Home to the Wolf Pack.
Harvey’s Outdoor Arena (Stateline): 9,300 total; 7,500 reserved seating capacity. Seasonal.

Summary: Despite proximity to Lake Tahoe, availability to casinos, year-round operation, and
easy access from an airport, both the Reno Event Center and the Lawlor Event Center rely on
sports events to reach occupancy goals. In the case of the Reno Event Center, it has been in
financial straits for almost its entire existence. There are no viable or verifiable factors that
would ensure that the Event Center in Stateline would fare any better (see more on this in
Section 2.b). More likel - i~ -~ ~f*-2 existing u~~2r-used competitic=~ * -~uld mostly
cr~~~*e with the ~sting fai ""'esfor’ ~ -ss.

The Broader Pictu

“Event Center” is such a generic label that establishing how many there are nationwide that
would be considered “competition” to the proposed facility in Stateline and then using that
group to make projections for the Stateline facilities is a stretch. Feasibility would need to be
calculated by looking at nearby comparable venues. The County did not do so regarding the
Stateline Event Center. When the numbers for the most logical Event Center (Reno Event
Center) are studied, the results do not cast the proposed Event Center in a favorable light at all
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(See Addendum H). Regarding “Convention Centers,” there are currently 427 Convention
Centers across the United States with 179 of those having more than 100,000 square feet as
does the planned Event Center/Conventicn Center {120,000-139,000 square feet). The 40
largest {which includes the Reno Convention Center at 381,000 square feet) have hundreds of
thousands, even millions, of square feet. As discussed previously, the number of conventions is
shrinking rapidly and that means the competition among Convention Centers is fierce. The
current market focus is on the facilities that can host “big” conventions, and even most of those
are losing ground.

Infeasibility

Wishful thinking and/or good intentions are not enough when it comes to multi-million-dollar
decisions. However, in 2016 the Board of County Commissioners appears to have used those
almost exclusively as the basis for accepting the flat out speculative assertions that an Event
Center in Stateline would be a good investment and bring a panoply of benefits with it to the
Stateline community. Keep in mind that essential elements in assessing the public worth of an
investment such as the Event Center are supposed to be 1) conducting a transparent process, 2)
collecting valid real information, and 3) determining applicable performance measures. In
addit” 1, policy review and analysis by unbiased experts with a particular concentration on an
honest evaluation of the risk of failure is necessary.

The “process” in this instance, went so fast that transparency fell to the wayside. After
announcing the County was contemplating setting RDA#2 in place in October of 2015, just 4
short months later, in the dead of winter and at a snowy day meeting at Lake Tahoe, the Board
approved RDA#2. There was  Environmental Impact Report on an Event Center. There was
no dependable Feasibility Report, either. There was, however, plenty of encouragement from
the Lake Tahoe Visitor’s Authority, the Tahoe Douglas Visitor’s Authority, the Tahoe Regional
Planning Agency, the Lake Tahoe South Shore Tahoe Chamber, etc. (see “Parties Who Benefit
from RDA#2 in Part 1.b of this report for a more complete list).

The one Feasibility Report on the Event Center the interested parties did have {but the 2016
Commissioners and the public did not, as it was kept entirely “confidential” until an e-mail was
sent to the current Commissioners on May 18, 2019) was labeled “Draft.” So, taking what they
did have—the South Tahoe Alliance of Resorts’ (STAR) Feasibility Study of 2015 (See
ADDENDUM | for its beginning pages  is one example of a financial projection used to prop
up the Lake Tahoe Event Center’s chances of success, how reliable was it? Who prepared it? At
whose behest was it prepared? That is, was it objective or was it tainted by any conflicts of
interest?

T! answers to these questions are essential in assessing whether a feasibility study shouid be
relied upon in any way. The first drawback to anyone relying on the STAR study is that the
word “draft” is on every page. A “draft” document can say anything. NO ONE should treat
anything in it as set in stone.
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“hangers-on” who cash in on schemes of this sort—the lawyers, designers, analys  inanciers,
venue managers, andthe| :ra al leadingthe cheering. And then there aregc  nment
agencies and bodies whose very life blood depends on growing government; inventing projects
to oversee and creating departments builds their budgets, power base, and job insurance.

But we should expect better from the five elected © nmissioners who are supposed to
represent the t: Hayers and residents of the County. An Event Center project for Stateline has
not been properly vetted and should be dropped by the County.

If the Stateline conr  inity truly believes an Event Center will be suc.  sful and a boon to its
local economy then two possibilities «  st:

1. Acon tium of the casinos should undertake the project.

2. The TDVA should use its own resources (especially since the legislature
just passed a bill so it could collect S5 more per night in room taxes
specifically to build an Event Center). That $5 is projected to raise $91M,
which should be more than ample revenue to bond for the Event Center.
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Public failure—and even what the Morning News terms a “buyer’s market’  oes not
»ring a political cost or a strategic rethinking and redirection. It just brings more.

For many citi  in fact, the public cost of the convention bet is growing and largely
spen-ended. The 800 room Hyatt hotel adjacent to Chicago’s McCormick Place, for exam-
sle, was built and is owned by the Metropolitan Pier and Exposition Authority at a cost of
$127 million. And new hotels in Houston, Omaha, Myrtle Beach, Austin, and soon Denver
are also fully publicly owned. In Denver, with a doubling of the Colorado Convention Cen-
ter un.  way, the city has taken on some $367 million in debt to build an 1,100 room hotel
next door, with the expectation that such a combination is bound to succeed in boosting
the local convention business. And add Portland, San Antonio, Baltimore, Phoenix, and
Washington, D.C. to the list of cities in the process of promoting new public or publicly-
subsidized hotels as the “answer” to their convention problems.

Opportunity st

With the commitment of such huge sums to convention centers and related facilities

col  a serious second cost—the opportunity cost of not investing this money in other pub-
lic Is, even those aimed at downtown revitalization and economic development.

'The tax  on restaurant meals, car rentals, and general sales taxes that pay for conven-
tion centers are legitimate public revenue sources, which could be used for a broad array of
local public purposes. The investment of $400 or $600 million in downtown revitaliza-
tion—includiy  housing, retail, and infrastructure—could provide a substantial
development sumulus and inducement to private investment, for example. And in any given
city, investments in transportation, industry cluster development, schools, neighborhood
development, or any number of other priorities may be likely to yield far more bang for the
buck. These projects have greater direct appeal to local residents, and thus offer greater
likelihood of success

In short, at a time when city finances are obviously stressed, the price of a failed conven-
tion and visitor strategy can be measured in terms of all the other investments, services,
and fiscal choices that will be never realized as a result.

Fiscal Cost
At the end of the day, though, the most dramatic cost of convention center investment is

fiscal.

State and local investment in these large scale developments have long been justified in
terms of the broad local economic impact they generate, the presun = ult of thousands
of visitors, staying over in local hotels multiple nights with their spe summing to mil-

lions each year. In truth, however, convention cente themselv. are expensive,
money-losing propositions.

To begin with, each new or expanded center typically comes with a capital cost measured
in the hundreds of millioo  For example, the latest expansion of the nation’s largest center,
Chicago’s McCormick Place, will add some 600,000 square feet of exhibit space at a cost
of $850 million. The cost of the new Washington Convention Center and its 725,000
square feet of exhibit space came to $650 million. Boston’s new Boston Convention and
Exhibition nter had a price tag of $621.5 million for its 516,000 square feet of exhibit
space and related spac  lus $711 "ion for a convention center in Springfield, and $19
million for a1 v convention center in Worcester that came with the deal approved by the
state legislature. Even Richmond'’s more modest 120,000 square foot center expansion car-
ried a $129 million price tag.

For these cases, and dozens of others, the debt incurred in building or expanding the
center not repaid through the centers’ operation, or from taxes on convention center
attendees or exhibitors. Rather, the public revenues supporting convention center bonds
typically include taxes on all area hotel rooms—in the city, the county, or even a multi-
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refinanced its debt on the center, temporarily deferring its repayment but boost-
ze of the subsequent annual bill.

w Renaissance hotel v fully open in February 2003, finally giving the city the
of convention center, stadium, and headquarters hotel that had long been viewed
1 its competitive position in the convention industry. There was, however, in the

> environment of 2003, not a great deal of evidence of the kind of convention suc-
vhich city leaders had long hoped. The Convention and Visitors ~ ymmission’s

of convention attendance at the center came to about 155,700, little changed
154 )0 of a year earlier, or the 156,000 of 2000. And for 2004, booking esti-

0d at only 115,300. Where Convention and Visitors Commission president Bob
d promised 50 or more annual major conventions, the 2003 t¢  came tc 3,

1t 23 estimated for 2004."

1€ hotel itself continues to be a drain on city resources. With no boost in conven-
1ess, the Renaissance was hard pressed to maintain a reasonable occupancy level
rate in 2003, particularly when downtown hotel occupancy averaged just 55 per-
it year, the Renaissance averaged under 50 percent occupancy at a rate of just

at w. [ar less than the projected 63 percent occupancy and $131 a night room
1ated by the 2000 feasibility study that justified the hotel. Performance was weak
» attract the attention of Moody’s Investor Servic ~ which had rated the $98 mil-
apowerment bonds for the hotel in 2000.

with the hotel’s notably weak market performance, Moody’s placed the hotel

its “watchlist” in October 2003, fi  ly downgrading their rating near the end of
r to a speculative level. Moody’s assessment was less than heartening, noting that
was failing to meet its operating co: let alone the $7.1 million annual repay-
he bon " The hotel’s operating deficit (before debt service) came to $1.7 million
ar. And thin  appear little better for 2004. For the first half of the year, the
cupancy rate came to 49 percent, at a $110 average room rate, yielding a pro-
erating loss for the year of $2.3 million before debt service. And Moody's

led the bonds again in August 2004.

1is used the vast bulk of its $130  “lion in federal empowerment bonds authori-
lly 75 percent, in pursuit of its convention hotel dream. It also took on the

1 to repay another $50 million backed by its HUD community development block
ds. The commitment to the hotel, rather than some other form of job creation or
: development, thus represents a substantial opportunity cost. Now, with the hotel
meet its operating costs or debt service, the city of St. Louis will be forced to use
) in federal aid to meet the debt service cost this year.

2 bill for the convention center and headquarters hotel in a highly competitive

5 t stop there. The Moody’s assessment of the hotel’s financial prospects

1é future success “will depend in part on continued redevelopment of down-
th the city seeking to “fast track certain downtown redevelopment efforts.” The
1is that St. Louis and the state of Missouri will continue to pour public capital
nt and tax subsidies into the downtown area and convention competition, despite
:d returns. The city is thus regularly subsidizing the convention center at the

f other public servic  or other revitalization strategies.
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ises, then the excuse is that more attractions, or more retail shops, or even more conven-
tion center space will be needed to achieve the goal of thousa of new visitors.

There is no doubt that local meeting and event space provi in important public
amenity for communiti  of all sizes. And few would disagree that even large ‘ale conven-
tion centers can be an asset for certain highly competitive cities, and certainly for the
industries and visitors they host.

Nationwide, however, it is abundantly clear that a new or ever-bigger convention center
cannot in and of itself revitalize or redeem a downtown core. It is also distressingly appar-
ent that convention cente and massive public commitments to+ tors and tourism can
do little to address the large problems of poverty, decay, population loss, and housing aban-
donment that pl e our older core cities. ~ understanding tl e limitations, local leaders
will be better positioned to make more informed policy choices and develop more ho ic
economic development strategies.
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Local Market and Demographic Analysis

The South Shore of Lake Tahoe is an internationally known-destination with significant year-round recreation activities in a
resort/casino environment. These features help to support market demand from a broad cross section of events including

meetings, conferences, music, and entertainment.

With the proliferation of gaming within a several hundred mile radius surrounding the Lake Tahoe area, and with
increasing gaming options throughout the U.S., gaming revenue within Douglas County has decreased by more than 40
percent since 2000, from a high of more than $352 million to $208 million in 2013. Local market conditions have
hampered the viability of the gaming infrastructure, exemplified by the closing of the 5639-room Horizon Casino Resort in
2014. Note that the potential conversion of the property to a Hard Rock Hotel and Casino may improve the overall
trajectory of gaming revenue in the market.

Lake Tahoe Area Drive Time Map
There is a significant population base within a 180-minute
driving distance of the market that captures Reno,
Sacramento and into the Bay Area of California. The
more than 4.3 million people within a three-hour drive of
Stateline represents a large potential population base
from which to draw entertainment event attendees. The
above average median household income levels indicate
a moderate to strong availability of disposable income.

The corporate base in the immediate region is low, which
can impact event levels at an event facility, as well as the
availability of advertising and sponsorship opportunities.
However the recent announcement of the Tesla Motors
battery factory and plans for corporate expansion from
Apple and Amazon, along with supporting industry, will
expand the area corporate base. In addition, the
corporate base within the broader region (including
Sacramento and the Bay area) is significant. Given its
resort setting, a conference fa.ility in the South Shore
area has the potential to draw various incentive and board retreat meetings.
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Market Demand Analysis

As part of the market demand analysis, we have conducted the following research:

= 50 surveys of California and Nevada state/regional association organizations.
* 40 surveys of regional corporate event planners representing over 75 annual events.

+ Interviews with ten major music and other entertainment event promoters with extensive experience in the regional
and national event market.

This research is supplemented with the results from the extensive local stakeholder interviews, and interviews with
management of regional competitive and comparable venues. Market demand results are summarized below.

State & Regional Association Organizations

» Event planners were asked to indicate the likelihood of hosting an event at a proposed South Shore venue
(definitely, likely, possibly, not likely or definitely not). The percent positive response rate (definitely, likely or
possibly) among California organizations was 32 percent. However, this positive response rate drops to 13
percent if the new venue were located in Nevada. It is our view that in practice, if a headquarter hotel were
located in California, the impact of the location of a center in Nevada could be mitigated.

» The positive response rate among Nevada organizations was 58 percent.

* When considering the cumulative responses for California and Nevada weighted by event population, the
resulting positive response rate averages 38 percent. Given the size of the California population base, we
expect slightly more event activity from California organizations as compared to Nevada organizations. This
assumes headquarter hotel availability on the California side of the state line.
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Segmentation of Interest Level - California and Nevada

+ Primary reasons for a lack of interest in B = California Organizations M = Nevada Organizations
a South Shore location included an
mabﬂn;y among California organizations Defintely Use
to be in Nevada, preference for urban
areas, lack of area membership and
accessibility concerns. Likely Use

« In defining the sizing parameters for any
new venue, it is important to target a Possibly Use
sufficiently large market capture rate,
creating opportunities for sufficient

event activity without falling into an Not Likely

“overbuilding” scenario. Market capture

rates between 70 and 80 percent Definitely Not

should be considered when defining the ] 3 !

sizing parameters for public assembly 0% 10% 20% 30% 40% 50%

facility devilment.

» The average attendance among
interested state and regional groups is approximately 570, with attendance levels at the 70" to 80" percentile of

between 700 and 800. Additional exhibitor attendance averages 170, with approximately 200 exhibitors at the
70" to 80" percentile.

- Peak hotel room requirements average 260; however 400 to 600 nearby rooms would be needed to
accommodate 70 to 80 percent of this market.

« To accommodate 70 to 80 percent of this market, 15,000 to 20,000 square feet of exhibit space is necessary, in
addition to 10,000 square feet of ballroom space and 8,000 to 10,000 square feet of meeting space.

« These events are most likely to occur in spring, early summer and fall months.
More than 30 percent of the market is not willing to consider shuttling from hotels to an event facility.

Source: CSL State & Regional Organization Survey, 2014,
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Corporate Events

« Approximately 40 percent of regional corporate event planners surveyed have hosted past events in the market,
including events held at the Hyatt Regency, Montbleu, Edgewood, Lake Tahoe Resort Hotel and other such

venues.

« Alarge share of interviewed organizations expressed an interest in the market for a future event. The share of
planners indicating that they would either definitely or likely use the facility represents a fairly strong overall
interest from this segment.

+ Applied to the significant corporate base in the Bay Area and other surrounding markets, survey results indicate
that there will be corporate event market demand for the project, largely in the form of incentive, executive,
planning retreats, training and other sector components.

» The majority of interested organizations envision using the facility once per year.

« Importantly, there is a strong demand for weekdays. Sixty-five percent of planners surveyed host events which
require rooms on a Thursday or Friday night, 57 percent require a Wednesday night, and 48 percent require a

Tuesday night.

» Eighty-seven percent of corporate planners surveyed require the availability of a headquarter hotel. Seventy to
eighty percent of corporate event demand requires a hotel room block of 400 rooms or less.

» Corporate event seasonality is generally distributed evenly throughout the year, with a drop off in the October to
December period.
th th
+ Peak night hotel room needs at the 70 to 80 percentiles are between 200 and 400 rooms. Nearly 90 percent
require a headquarter hotel.
» The provision of an attached hotel will be very important in attracting corporate business—especially in the
offseason months.

th h
» Space requirements at the 70 to 80t percentiles include 20,000 to 30,000 square feet of exhibit space; 4,000
to 6,000 square feet of meeting space; and 10,000 to 15,000 square feet of ballroom space.

« Approximately 35 percent of this market is lost if shuttling is required between the hotel block and the event
venue.
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Promoted Entertainment Events

» As presented earlier, there are no facilities able to provide an indoor seating capacity of more than 1,800 seats.
It is important to note that the proposed entertainment venue would be intended to compliment existing or
potential individual property sponsored entertainment (i.e., the MontBleu Theatre or very successful summer
outdoor concert series at Harveys).

+ Events promoted by those interviewed include concerts, sporting events, comedy shows, family shows,
illusionists, movies, private events and various theater events, including Broadway shows.

« Concerts, Cirque, comedy and other acts could potentially serve as resident artists during various periods of the
year, although the lack of population base in the market may make such residencies difficult to sustain for long

runs.

+ Approximately two-thirds of interviewed promoters expressed an interest in bringing their events to a new event
facility in Lake Tahoe. This represents a strong to modest level of support for a new multi-use venue.

« There are a variety of existing facilities in the region (i.e., Reno, Sacramento, Bay area, etc.) that would
compete with a new venue on the South Shore. Even with this competition, promoters generally viewed the
potential demand for a new venue favorably.

= Accessibility/travel to Lake Tahoe can be very difficult and often unpredictable during winter months and was a
noted concern among some promoters. Lake Tahoe is sometimes viewed as a summer destination for events.

» As a result, while many promoters expressed demand for year-round events, the uncertainty of weather
conditions may have some impact on event activity outside the warmer months.

« The success of Harveys Summer Concert Series, as well as a robust inventory of smaller acts hosted in the
market, indicates that there is a viable demand for concerts and other entertainment events on the South Shore.

+ The new Hard Rock property will offer some level of indoor event space (perhaps allowing for as many as 3,000
attendees). The impacts of this space will need to be considered going forward.

+ Attendees of entertainment events at a new venue would originate from throughout the region—as far away as
the San Francisco Bay area. The destination appeal of the market could become an advantage.

» The idea of a non-casino-affiliated event venue in the market is particulcrly appealing to several promoters.
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+ Most promoters suggest that the market could support a total seating capacity of 3,000 to 5,000, with only
limited consistent demand for larger capacities.

+ The flexibility of the event space will be important. The ability to scale down or “right size” the venue to meet a
variety of event sizing needs and to provide an intimate feel for smaller events will be critical.

« The ideal configuration would consist of a flat floor venue allowing for a floor show with a surrounding element
of retractable seating for a theater-type set up. The space should also offer the potential to have significant
standing/general admission space (which is preferred for certain events). This type of facility represents the
most versatile space offering, allowing for a maximum of music and entertainment event configurations.

Broadway Shows/Theatrical Performances

* Reno’s Pioneer Center hosts a variety of Broadway and theatrical events and would provide competition for a
new venue on the South Shore seeking to attract these types of events. The population base in the
Reno/Sparks area is able to attract and support a variety of successful shows at the Pioneer Center.

« Luring shows away from the Reno market would likely require a substantial investment to out-bid offers made
by the Pioneer Center and other regional facilities.
» More popular and longer-running shows often reside in San Francisco for a month, which could also affect
demand in the South Shore.
+ To accommodate the needs of the majority of Broadway and theatrical events, several “Broadway specific”
amenities are typically required
o Afirst-class proscenium space would be necessary to attract and host Broadway shows.
o An extensive state-of-the-art fly system and grid would also be required and could cost approximately $10
million.
o If the facility is going to be very flexible and multipurpose in nature, it could be very expensive to have both a
flat floor and raked floor.

« The uncertainty of the weather in winter could affect the success of this event market at a new South Shore
venue. Broadway’s major season is in the late fall, early spring and all of winter.
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Sporting Events

« Existing sports facilities in the South Shore area are very limited, and include only two multipurpose fields and a
combined softball/baseball diamond.

« Competition from Reno will be a challenge to attracting significant sporting activity to the South Shore. The
Reno-Sparks Convention Center/Atlantis Resort offer a desirable package of nearly 375,000 square feet of
contiguous flat floor space and 975 sleeping rooms. In total, Reno is able to offer over a package of 4,000 hotel
rooms to large sports groups for around $120 per night.

» Regional volleyball and basketball competitions that take place in Reno have expressed an interest in a South
Shore venue, and would like a space near the Lake for events they would consider bringing to the market.

« Some larger (800 plus participant) martial arts events and volleyball events would consider a new South Shore
venue.

» Fixed or retractable seating for at least 2,000 would be necessary. Seating for up to 4,000 or 5,000 would be
ideal and couid be achieved by supplementing with temporary bleachers or temporary chairs.

« To be fully effective as a large scale tournament sports venue, 50,000 square feet of usable space would be
necessary to attract major events. A 25,000 to 30,000 square foot floor area could accommodate 5 to 7
basketball or volleyball courts; however, the event potential would be significantly more limited.

Market Demand and Program Summary

« The market research indicates that sufficient demand exists for a multi-purpose event venue on the South
Shore. Music/entertainment event promoters and corporate event planners in particular have registered interest
in the project.

s The entertainment and gaming reputation of the destination, world-class outdoor/natural amenities and a desire
from many planners to book non-traditional event locations help support the viability of such a venue.

» ltis important to note that there are risk factors that need to be considered including the non-California location
of the venue (and resulting impact on convention business), uncertain weather in winter months, a level of air
access that won't likely improve significantly in the near term, and significant competition from regional event
centers.
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« In addition, many of the event planners interested in the destination have not held events in the South Shore
market in the past, creating some uncertainty as to ultimate facility market capture. Finally, the development of
a large (up to 3,000 capacity) venue as part of the Hard Rock Hotel & Casino project could significantly reduce
the demand for an additional indoor entertainment venue in the South Shore market.

« The multi-use venue could also provide space for numerous local functions including meetings, senior and
youth activities, festivals, banquets and other such events. In effect, the muiti-use venue could serve as a
community gathering space in addition to an economic impact/room night generator.

» Future planning for a new muiti-purpose indoor event venue should consider the following parameters:

Capacity for 4,000 to 6,000 attendees for concert and other touring entertainment acts.

Retractable seats allowing for approximately 25,000 square feet of contiguous flat floor area.

Finished space for meetings and banquets of 15,000 square feet, sub divisible into smaller rooms.

Lobby, support and storage space roughly equivalent to total sellable space.

Location adjacent to existing and/or new hotel inventory, with close proximity to California hotel properties.
Ample parking on-site or on adjacent parcels.

Take advantage of natural surroundings with glass curtain walls.

N N N N N R NN

Site area planning that allows for outdoor functions adjacent to the venue.

« The site area for the project is assumed to approximate 120,000 square feet of built space, requiring approximately
4 acres for facility and circulation needs.

« Parking needs for a new facility, assuming 30 percent of event attendees are staying in “walkable” hotels, two
people per vehicle and 300 square feet per vehicle (to account for spacing, circulation, etc.), could range from 10 to
14 acres.

« Construction costs have not been estimated in detail, and a qualified cost estimator will be needed to develop final
cost estimates. Based on general industry standards, the construction costs for the mixed-use entertainment
venue could approximate $50 million to $55 million, inclusive of design fees and FF&E. Costs for the conference
component could reach $12 million to $15 million. Total construction, design and FF&E costs could therefore
approximate $62 million to $70 million. :
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Event Levels and Economic Impact Analysis

Based on the market analysis summarized above, we have developed estimates of the event potential and associated
economic impact for a potential new multi-use venue on the South Shore. The assumptions assume an aggressive sales
and marketing approach, and a well-funded operation with the ability to fund the attraction of concert and other
entertainment events. The proximity to headquarter hotel inventory, including access to large properties on the California
side of the state line, will also be important. For purposes of our analysis, and given the untested nature of this concept,
we have presented two potential operating scenarios to account for differences in assumptions regarding the event mix

captured by the facility.

Event Levels

The following exhibit summarizes the estimated event activity for the proposed venue on an annual basis for each of
the first five years of operation. Estimates are provided under scenarios that assume and exclude a new large indoor

concert venue as part of the Hard Rock project.

Summary of Potential Multi-Use Venue Event Activity

Yean l Yaatzj “Year3 10

Concerts & Entertainment 18 20 22

Conventions & Conferences 2 2 3 5

Public/Consumer Shows 2 2 3 5

Corporate & Association Meetings 28 30 35 38 40 30 35 40 45 45

Sporting Events 1 2 2 3 4 1 2 3 4 5

Banquets/Receptions/Other Events 30 30 35 35 35 30 30 35 40 40
TOTAL 81 86 100 108 113 91 102 114 129 130

As summarized, in a stabilized year of operations (assumed to occur in year five), total event activity reaches between
112 and 142 events annually. A significant level of corporate and association meetings (largely from the regional area),
and smaller banquets and receptions are assunied. With no large Hard Rock concert venue, music and entertainment

activity could also be significant.
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We also note that this summary of event potential does not include the potential for a resident artist program,
Broadway shows or other theatrical performances. Opportunities may exist to host concerts, comedy, Cirque or other
such events types over a 10 to 20 show run. Based on initial conversations with concert promoters, interest in the
South Shore market for longer-running resident artist programs is limited. When considering the limited surrounding
population base and the oftentimes very high talent fees required to sign these acts, it may be difficult to put together a
viable financial package. This being said, other entertainment, such as illusionists, Blue Man Group, comedians, etc.
could present some opportunities for shorter-term residencies or a series of shows over several days. The viability of
such a program will require further, more detailed conversations with potential promoters. As will be further discussed,
the ability to attract and host Broadway shows and other theatrical performances would likely require significant
investment in “Broadway specific’ amenities (proscenium space, fly system and grid, raked floor, etc.).

Economic Impacts
Estimated Annual Economic Impacts

{Upon Stabilization of Operations in 2014 Dollars)

Based on the event analysis, as well as various assumptions Auto Rental/ _
. . . uto Rental/  otner industries
as to per-capita, per day spending (ranging from $122 for Retgy CITer TranSit 5% Hotel
. . etai % o
amateur and other sporting events to $252 for conventions o « 44%

and conferences), length of stay, origination of attendee,
occupants per room and other such assumptions, we have
developed estimates of the direct visitor spending generated
as a result of the operations of the proposed venue.

As noted above, visitor spending within the market on hotels, Entertainment
restaurants, gaming/entertainment, retail and other areas is 20%
estimated at between $22.1 and $25.7 million on an annual S

basis during a mature year of operations. Note that these
estimates do not include the potential impacts of a resident
artist or Broadway shows. While the limited population base in
the market may prevent longer runs, a 10 performance
residency act with an average attendance of 2,500 could

Estimated Annual Direct Spending:
Scenario 1: $22,096,000
Scenario 2: $25,682,200
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generate an additional $6.5 million in annual direct spending. Should substantial investment be made in facility
upgrades, a Broadway show with six performances could generate an additional $3.9 million in direct spending.

This direct spending will cycle through the local economy, creating a modest amount of additional spending. Given the
limited base of supply-oriented industries in the South Shore area, much of the support for the direct spending
originates from outside the market. The resulting total impacts are summarized in the following exhibit.

Estimated Annual Economic Impacts (Upon Stabilization of Operations in 2014 Dollars)

Scenario 1 Scenario 2
Number of Events 113 130
Event Days 175 221
Attendee Days 135,000 156,900
Out-of-Town Attendee Days 90,600 105,000
Room Nights 51,600 59,700
Total Direct Spending $22,096,000 $25,682,200
Total Qutput $28,821,300 $33,502,500
Personal Income $11,810,600 $13,738,900
Total Emnployment 332 386

As outlined in the table above, the estimated level of annual direct spending associated with a stabilized year of

operations for a new multipurpose event facility on the South Shore could generate approximately $28.8 million to
$33.5 million in total output (total direct, indirect and induced spending), earnings of approximately $11.8 million to
$13.7 million, supporting between 332 and 386 full and part time jobs.
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TECHNICAL MEMORANDUM

To: Carol Chaplin and Lewis Feldrman
From: David Zehnder, Tom Martens, and Sean Fisher
Subject: Event Center Fiscal and Economic Analysis; EPS #182014

Date: July 18, 2018

Introduction and Overview

Economic & Planning Systems, Inc. (EPS) was retained by the Tahoe
Douglas Visitors Authority (TDVA) to conduct a fiscal and economic
impact analysis of the proposed South Tahoe Event Center (Project or
Event Center).

As part of this analysis, EPS conducted in-person and telephone
discussions with several Douglas County (County) officiais, including the
County Manager, Clerk-Treasurer, Assessor, Fire Marshal, and
Undersheriff, as well as a sample of Stateline casino and hotel
representatives.

This Technical Memorandum describes the proposed Event Center; the
net fiscal impacts to the County’s General Fund, Room Tax Fund, and
Tahoe-Douglas Transportation District (TDTD) Fund; and the economic
impacts of Event Center operations and construction. In addition, this
Technical Memorandum concisely describes the assumptions and
methodology used to estimate the net fiscal and economic impacts of
the Project.

The data, assumptions, and detailed calculations used in this analysis
are shown in Appendices A through F (Tables A-1 through F-19) of
this memorandum:

» Appendix A indicates the proposed land uses and general
assumnptions used in this analysis.

« Appendix B identifies the projected revenues that will be generated
by the Event Center for the County’s General Fund, Room Tax Fund,
and TDTD Fund.

+« Appendix C detalls the estimated expenditures for the County to
provide General Fund, Room Tax Fund, and TDTD Fund services to
the Event Center.
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« Appendix D provides supporting revenue and expenditure calculations. Specifically, this
appendix provides detailed visitor spending estimates and assumptions.

« Appendix E details the estimated allocation of existing County General Fund, Room Tax
Fund, and TDTD Fund revenues and expenditures to the Lake Area.

+ Appendix F details the estimated annual economic impacts resulting from Event Center
construction and ongoing visitor spending by spending category for each scenarlo.

Project Description

The South Shore's tourist economy has been a strong contributor to the County’s tax base for
decades. However, the area has been negatively impacted by a decline in gaming activity,
unpredictabiliity in snow sports volumes, and a built environment that does not meet current
consumer expectations. Occupancy rates have improved significantly since the depths of the
Great Recession, but visitation remains highly concentrated during the summer months and the
variable ski season, with many of the visitors staying for no more than a few days at a time,
These factors contribute to lower average occupancy levels and room rates, which directly result
in lower Transit Occupancy and License Taxes. A lack of “shoulder season” activity also indirectly
results in lower assessed values, a function of operating income, which produce lower amounts
of Property Tax receipts.®

In addition to reliance on gaming and snow sports, the South Shore traditionally has relied on
short-term visitors from markets within a few hours’ drive, who spend less per visit than those
who travel longer distances and stay longer. Tourists that travel further tend to have longer
stays and spend more; they are generally looking for locations with myriad retail-dining-
entertainment amenities and tend to prefer attractive walkable environments.2

The proposed Event Center, located adjacent to the Montbleu Casino, at the corner of Lake
Parkway and US Highway 50, would not only add a strong attraction to bring visitor dollars to the
market, it would provide an anchor on the Nevada side of the South Shore tourist area to
capitalize on redesign of Lake Tahoe Boulevard in South Lake Tahoe as part of the

US Highway 50 Realignment Project and potentially extend an integrated tourist village
environment. Map 1 illustrates the Event Center location relative to the South Shore tourist
core area.

The positive economic impact of performance venues has been documented around the country.
Locally, the impact on room rates and occupancy levels has been demonstrated by the Harvey’s
Summer Concert Series, with rates and occupancy levels higher throughout the casino core on

event nights. The Event Center would provide a permanent venue that could host a wide range

1 sales tax receipts are also negatively affected, but the impact is spread statewide under the current
allocation system.

2 These visitor preferences have been documented in the 2013 Economic Analysis and the 2018

Economic Analysis Update of the US Highway 50 South Shore Community Revitalization Project, both
completed by EPS for the Tahoe Transportation District.
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Map 1
Proposed Event Center Location

of events throughout the year and contribute to creation of a South Shore visitor destination that
draws visitors from greater distances who will stay longer and spend more, resulting in greater
economic activity and tax generation.

The Event Center will accommodate events hosting up to 6,000 persons and will be publicly
constructed, owned, and operated for the benefit of all citizens of the County. At approximately
139,000 square feet, the proposed Event Center will serve multiple uses ranging from traditional
flat floor conference and convention center events to tiered seating music, sporting, and
entertainment events. The Event Center is anticipated to have several high-quality amenities,
including retractable tiered seating, 15,000 square feet of divisible space for large or small
meetings and banquets, and architectural design taking advantage of the natural surroundings.

The Project alone is expected to generate a strong economic impact; however, the Event Center
combined with the planned US Highway 50 Realignment could generate significantly greater
impact. The extent of the combined impact of this Project and US Highway 50 will depend on the
synergles between the two projects. In particular, coordination of the response to the projects
by stakeholders on both sides of the state line will impact the area’s ability to transition into a
successful walkable retail-dining-entertainment destination. The fiscal and economic impact
analysis for this Project includes a “baseline” scenario and an “induced” scenario. The baseline
scenario is based on an assumed minimal amount of cross-impact of the two projects. The
induced scenario is based on assumed coordination between the County and the City of South
Lake Tahoe and an aggressive response by the casino properties to extend the pedestrian-~
friendly zone from the state line to the Event Center, so it is tied into the larger visitor village.
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The baseline scenario is estimated using a conservative nightly room rate assumption for the
new overnight visitors of the Project of $95, similar to average South Shore shoulder season
rates for mid-range properties that are included in data from Smith Travel Research, a globally
recognized hospitality data firm. The induced scenario incorporates a somewhat more
aggressive assumed nightly rate of $140, which corresponds to the annual average rate for
reporting mid-range properties in South Shore, The conservative room rate assumption reflects
the generally lower rates available in the casino hotels than those in South Lake Tahoe.

The market analysis included in the feasibility study for the Project, completed by Convention,
Sports & Leisure International {(CSL),3 projects a mix of music concerts, trade shows, corporate
meetings, and other events as summarized in the table below.

Summary of Potential Multi-Use Venue Event Activity

item Year1 Year2 Year3 Year4 Year5
Congcerts & Entertainment 25 28 28 30 30
Conventions & Conferences 3 4 4 5 5
Public/Consumer Shows 2 3 4 5 5
Comporate & Assocciation Meetings 30 35 40 45 45
Sporting Events 1 2 3 4 5
Banquets/Receptions/Other Events 30 30 35 40 40
Total N 102 114 129 130

Source: Conwention, Sports & Leisure International.

Based on the CSL market analysis, summarized above, the Event Center is projected to host on
average about two larger concert-type events per month. The other types of events that are
projected to occur with the greatest frequency are corporate events and a variety of smaller
receptions. Other large events, such as conventions, consumer shows, and spm’{:g events are
expected to occur only a few times per year each. The local casino operators and TDVA have
been in discussions on future coordination on the timing of major events to ensure they do not
create situations that could overwhelm local capacity and therefore negatively impact each
other’s events and operations.

Construction of the Project is anticipated to cost approximately $80 million, generating significant
economic activity in the County.

The Project will be funded largely through the Issuance of tax allocation bonds secured by the
incremental property tax generated by the growth in assessed value in the casino area
redevelopment zone during the repayment period.

3 Convention, Sports & Leisure International; “Feasibility Study for a New Multi-Purpose Entertainment
& Conference Center Development on the South Shore;” January 20, 2015.
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Summary of Findings

Overall, the Project is expected to augment visitation by providing a venue that, unlike existing
outdoor venues in the immediate area, can accommodate additional visitors during the winter, as
well as the fall and spring shoulder seasons, addressing a common economic weakness that is
endemic in most resort economies. It is also anticipated that the Project has great synergy with
the planned realignment of US Highway 50, which will provide the Project with frontage on a
new, highly activated community street that will be accommodating of walking, bicycling, and
transit uses. These improvements, in synergy with the Project, are expected to improve overall
visitor spending, facilitating industry trends toward more multiple-day visits among a consumer
base that is increasingly national and international in nature.

These are specific findings of the Event Center economic impact analysis:

1. The Event Center is estimated to result in a net fiscal surplus from $700,000 to
$1.2 million annually, including the County General Fund, Room Tax Fund, and the
TDTD Fund.

Combining the County General Fund, Room Tax Fund, and the TDTD Fund, the Project is
estimated to generate revenues ranging from $900,000 to $1.4 million annually. These
revenues will cover the estimated annual expenditures required by the Event Center of
$200,000 to result in a net fiscal surplus ranging from $700,000 to $1.2 million annually.
Results of the Fiscal Impact Analysis are presented on Table 1.

2. Through coordination with TDVA or the eventual operator of the Event Center,
public safety costs related to the Event Center will be more than offset by Project
revenues or be managed through agreements on a per-event basis.

This expenditure estimate includes consideration of the need for additional sheriff department
personnel triggered by construction of the Event Center. While additional staffing wiil focus
on the Tahoe Basin during events, the increased residential and commercial development in
the remainder of the County will also benefit from the additional patrol staffing. The share of
the increased staffing costs attributable to the Event Center is estimated based on the
existing cali-for-service dynamics in the County and the anticipated growth in visitation
resulting from the Event Center.

The Tahoe Douglas Fire Protection District has indicated that coordination with TDVA or the
eventual operator of the Event Center could enable adoption of per diem charges to offset
additional fire services costs associated with individual planned events during the initiat years
of Event Center operation. Eventually, the Event Center is projected to host 25 to 30 annual
music concerts, ramping up over a period of several years. These are anticipated to
generate similar fire service demands as the Harvey's Summer Concerts. Most of the other
events anticipated at the Event Center, particularly corporate-focused events, are projected
to generate significantly less fire service demand.

While the Fire Protection District’s traditional property tax-funded revenue strearm will not
directly increase due to the Event Center, some of the additional projected revenue to the
County resulting from the Event Center could potentialiy be allocated to fund future
additional services.
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Table 1
Tahoe Event Center
Summary of Estimated Project Fiscal impact
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Estimated Annual Fiscal impact
ltem Baseline Estimate Induced Estimate
County Funds

County General Fund
Annual Revenues $4,900 $4,900
Annual Expenditures $217,300 $217,300
Annual Surplus/(Deficit} {$212,400) ($212,400)
Room Tax Fund
Annual Revenues $810,600 $1,200,500
Annual Expenditures $4,300 $4,300
Annual Surplus/{Deficit) $806,300 $1,196,200
Tahoe-Douglas Transportation District Fund
Annual Rewvenues $116,600 $174,800
Annual Expenditures $500 $500
Annual Surplus/(Deficit) $116,100 $171,300
Total All County Funds
Annual Revenues $932,100 $1,377,200
Annual Expenditures $222,100 $222,100
Annual Surplus/(Deficit) $710,000 $1,155,100
Cumulative Surplus/(Deficit) over 30 years at 2.5% growth $31,171,000 $50,712,000
,_\7 sum

Source: EPS.

Note: All Values Rounded to the nearest $100.

3. The Event Center is projected to generate fiscal revenues for the County ranging
from $900,000 to $1.4 million annually under the current sales tax distribution
method.

Most of this revenue Is from hotel room and licensing taxes. The baseline scenario is based
on a variety of sources, primarily consisting of data from the Lake Tahoe Visitors Authority
(LTVA) and Smith Travel Research (STR). The average daily rate (ADR) for the haseline
scenario is conservatively assumed at $95. This figure is in-line with the year-round ADRs
for midrange-to-upscale hotel properties in South Shore. The induced scenario Is based on
an assumed combined effect of the Event Center and planned US Highway 50 realignment
project along with a positive response from jurisdictions and property owners on both sides
of the state line.* The ADR assumed in this scenario is $140, with a proportional increase in
other spending on food and beverages and retail goods, relative to the baseline scenario.

4 Details pertaining to the unique circumstances resulting in the induced scenario are described in the

Project description section above.

Economic & Planning Systems, Inc. (EPS)
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The Induced scenario room rate assumption is in-line with year-round ADRs for luxury hotel
properties in South Shore. Actual room rates could be significantly higher during high profile

concerts.

The revenues for both scenarios noted above include only minor impacts from increased sales
taxes generated in the County because of the County’s current status as a rural “Guaranteed
County.” The estimated increase in sales tax revenue from Event Center attendees that
could be realized if the County transitioned from being a Guaranteed County to a “Point-of-
Origin County” are roughly in the $200,000 to $300,000 range for these two scenarios.5 This
additional potential sales tax revenue is presented as a below-the-line additional revenue

source in Table 2.

Table 2
Tahoe Event Center
Summary of Estimated Project Revenues by Source

Estimated Annual Fiscal Impact (20179%)

Baseline Induced
Item Estimate Estimate
Revenue Source
Sales Taxes $110,200 $168,800
Hotel Room and Licensing Taxes $816,000 $1,202,500
All Other Taxes and Fees $6,900 $5,900
Total All County Revenues $932,100 $1,377,200
Increase in Sales Tax Under Point of Origin Tax Scenario $208,937 $320,136
Total All Revenues Under Point of Origin Tax Scenario $1,141,037 $1,697,336
rev source

Source: EPS.

Note: All Values Rounded to the nearest $100. This summary includes revenues only.

Note that the discussion above includes revenue estimates only. Table 3 displays a detailed
listing of revenues by fund, including the estimated public service costs required by the

Project.

5 Based on discussions with County staff, sales tax generation in the County has been increasing
steadily and, if this trend increases, the County would be eligible to become a Point-of-Origin County

within the next 5 to 10 years.
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Table 3
Tahoe Event Center

Detailed Summary of Estimated Project Annual Revenues and Expenditures

DRAFT

Estimated Annuai Fiscal impact (2017$

Item Baseline Estimate Induced Estimate
County General Fund
Revenues
Property Taxes and Penalties . -
State Consolidated Tax - -
Sales Tax - -
Licenses and Permits $1,700 $1,700
Gaming 3500 $500
Charges for Services $2,100 $2,100
Fines and Forfeltures §600 $600
Total Revenues $4,900 $4,500
Expanditures
Generat Government $11,800 $11,800
Judicial and Public Safety
Sheriff Department §199,900 $198,800
Other Judicial and Public Services $4,400 $4,400
Tota! Judicial and Public Services $204,300 $204,300
Public Works $800 $800
Health and Sanitation $400 $400
Total Expenditures $217,300 $217,300
County General Fund Annual Surplus/{Deflcit) ($212,400) ($212,400)
Room Tax Fund
Revenues
Room Tax / TOT $4€6,300 $687,100
Translent Lodging License Tax $233,100 $343,600
Sales Tax (PA.LS.) $110,200 $168,800
Licenses and Permits $200 $200
Charges for Services $800 $800
Total Revenues $810,600 $1,200,500
Expenditures
Community Services
Recreation $1,400 $1,400
Total Community Services $1,400 $1,400
County Manager (Finance) $2,900 $2,900
Total Expenditures $4,300 $4,300
Room Tax Fund Annual Surplus/(Deficit) $806,300 $1,196,200
Tahoe-Douglas Transportation District Fund
Revenues
Room Tax/ TOT $116,600 $171,800
Total Revenues $116,800 $171,800
Expanditures
Public Works (Transportation) $500 $500
Total Expenditures $500 $500
Tahoe-Douglas Transportation District Fund Annual Surplus/{Deficit) $116,100 $171,300
Total All County Funds
Annual Revenues $932,100 $1,377,200
Annual Expenditures $222,100 $222,100
Annual Surplusi{Deficit) $710,000 $1,155,100

Source: EPS.

Note: Alt Values Rounded to the nearest $100.

Prepared by EPS 7/18/2018 8
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4. The Event Center will support between 350 and 550 ongoing jobs in the County
during operations.

The ongoing direct employment will be supported largely through spending in the local
economy by events attendees. This spending Includes overnight hotel stays, meals in
restaurants, retail spending, gaming and other entertainment and recreation expenditures,
and transportation spending. The spending by attendees in these local businesses generates
indirect impacts as these businesses make purchases of goods and services from other local
businesses. In addition, the empioyees in these businesses generate additional Iimpacts as
they then spend their wages in local businesses.

5. The Event Center will support more than 800 construction-related jobs in the
County.
The 815 construction phase jobs include 581 direct construction-related jobs, as well as an
additional 234 jobs supported by business-to-business spending and the direct employees’
spending. Construction phase employment is stated in person-year jobs: 800 construction-
year jobs could be 800 jobs over a 1-year period, or 400 jobs over a 2-year period,
depending on the length of the construction period. The economic impacts are summarized
in Table 4.

6. As context for this analysis, EPS finds the Lake Area generates a positive fiscal
impact on the County, even without the Event Center.

Of the 4 largest revenue sources to the County (Property Tax, Consolidated Tax, Room Tax,
and Gaming Revenues), the Lake Area directly generates 40 percent of the County’s revenue
from those sources. The Lake Area‘s contribution is displayed on Table 5. Further analysis
indicates that each year the Lake Area contributes $7 million more in revenues to key
operating funds beyond the cost of providing services,§

7. Effective management and operational strategies potentially will result in fiscal
balances exceeding those estimated in this analysis.
While tax increment will be dedicated to the Project for the period of debt repayment, the
benefits of the Project will be realized in perpetuity as long as the Event Center is maintained
as a state-of-the-art facility with proper capital reserves for replacement.,

6 Estimated annual surplus to the County is estimated based on a high-level analysis of the three
County Funds most impacted by Project development, the County General Fund, Room Tax Fund, and
the TDTD Fund. This analysis establishes baseline conditions within the County prior to any Project
development. Where other more specific factors are not available, this analysis is based on per
persons served multipliers. For details pertaining to this analysis and the assumptions therein, refer to
Tables E-1 through E-4 in Appendix E.
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Table 4
Tahoe Event Center
Summary of Economic Impacts (2017$)

DRAFT

Estimated Ongoing

One-time Economic Impacts [1]
Economic Baseline Induced
Impact Category Impacts [1] Estimate Estimate
Ongoing Annual Impacts [2]
Industry Output $43,761,645 $66,828,860
Employee Compensation $12,043,478 $18,128,679
Employees [3] 357 537
One-Time Construction Impacts [4]
Industry Output $110,513,612
Employee Compensation $43,379,030
Employees [5] 815

Source: Minnesota Implan Group, Inc.; EPS.

[1] Includes direct, indirect, and induced econormic impacts.
[2] Reflects the ongoing economic impacts of all estimated visitor spending expenditures occuring in

Douglas County.
[3] Includes all fuli and part time jobs.

eia

[4] Reflects the one-time economic impacts generated during the construction of the Project.

[5] Represent total job years lasting over the duration of the project. For instance, a laborer employed
for 2 years during construction activity would represent 2 job years.

Prepared by EPS 7/18/2018
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Table 5
Tahoe Event Center
Budgeted County Revenues Generated by the Lake

DRAFT

Percentage of
Revenue County Revenues
Attributed fo the Total Generated in the
ltem Lake Area Countywide Lake Area
Direct Revenue Generation Categories
Property Tax Revenue [1] $12,051,615 $30,808,152 39.12%
Area Assessed Value $1,156,603,660 $2,956,684,232
Consolidated Tax Revenue
SCCRT Tax Revenue Allocation [2] $2,612,169 $14,591,045 17.90%
SCCRT Tax Revenue Generation $1,956,791.35 $10,930,240 17.90%
BCCRT Tax Revenue [2] $628,432 $3,610,296 17.90%
Persons Served (Incl. Visitors) 11,052 61,735
Cigarette Tax $14,973 $154,446 9.69%
Liquor Tax [3] $6,153.77 $63,476 9.69%
Popuiation 4,683 48,309
Real Property Transfer Tax [1] $307,268 $785,485 39.12%
Area Assessed Value 1,156,603,660 2,056,684,232
Total Direct Consolidated Tax Revenues $3,568,996 $19,104,748 18.68%
Room Tax Revenues (TOT and TLLT) $7,034,633 $8,060,577 87.27%
Gaming License Fee Revenues [4] $1,286,854 $1,361,600 94.51%
Total Direct Revenue Generation Categories $23,942,099 $59,335,077 40.35%
Total County Budget for All Funds $122,077,738
Directly Generated Revenues as Percent of Total 48.60%
Lake Area Directly Generated Revenues as Percent of Total 19.61%
lake shara

Source: Douglas County, Nevada Gaming Commission, Tahoe Douglas Fire Protection District; EPS.

[1] Assessed Value for the Lake Area is based on the assessed value for the Tahoe Douglas Fire Protection District.
f2] S8CCRT and BCCRT revenue allocations are distributed to the Lake Area based on the total persons served for

the area including visitors.

[3] Following the statewide method for distribution, Cigarette and Liquor Tax is distributed to the lake area based

on residential populations.

[4] Gaming tax distribution is based on the allocation of gaming revenues provided by the Nevada Gaming

Commission for FY 2016-17 applied to the FY 2017-18 Gaming Revenue reported in the Douglas County

Budget.

Prepared by EPS 7/18/2018
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Fiscal Impact Analysis Methodology and Results

This section details the underlying methodology and assumptions used to estimate the fiscal
impacts of the proposed Project on the County under two scenarios: a baseline scenario and an
induced scenario. It describes assumptions concerning municipal service delivery, visitor
spending estimates, and General Fund budgeting. In addition, this section details the
methodology used to forecast revenues and expenditures annually resulting from the Project.

This analysis examines the Project’s ability to generate adequate revenues to cover the County’s
cost of providing public services to the proposed Project. The services analyzed in this study
comprise County General Fund services (e.g., police, judicial services, general government),
Room Tax Fund services, and TDTD Fund services.

General Assumptions

The analysis is based on the County’s Fiscal Year (FY) 2017-18 Adopted Budgets, tax regulations
and statutes current as of June 2018, and other general assumptions discussed herein. Each
revenue Item is estimated based on current State of Nevada (State) legislation and current
County practices. Future changes by either State legislation or County practices can affect the
revenues and expenditures estimatead in this analysis. All costs and revenues are shown in
constant 2017 dollars. General fiscal and demographic assumptions are detailed in Table A-1

In Appendix A.

EPS consulted the County’s budget documents to develop forecasting methodologies for specific
revenues and expenditures affected by new development in the proposed Project and the
associated increase in tourism. In addition, EPS consulted with the County's Finance Department
and Sherlff to clarify budget data and refine assumptions related to revenue and expenditure
estimates.

The actual fiscal impacts of the Project will vary from those presented in this analysis if
development plans or other assumptions (e.g., visitor spending, sales tax revenue assumptions)
change from those on which this analysis is based.

Development Assumptions

Employee estimates for Event Center land uses are based on assumptions regarding average

building square feet per employee, based on EPS research of employment dynamics of similar
event center facilities, as shown in Table A-2 in Appendix A.

Revenue-Estimating Methodology

Depending on the revenue item, EPS used either a marginal-revenue case-study approach or an
average-revenue approach to estimate Project-related General! Fund, Room Tax Fund, and TDTD
Fund revenues.

The marginal-revenue case-study approach simulates actual revenue generation resulting from
new development and associated growth in tourlsm. The case-study approach for estimating
sales and use tax revenues, for instance, forecasts taxable spending from increased tourism
resulting from Project development. Case studies used in this analysis are discussed in greater
detalil in the following sections.
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The average-revenue approach uses the County’s FY 2017-18 budgeted revenue amounts on

a countywide per capita or per-persons-served basis to forecast General Fund revenues derived
from estimated employees of the Project.” Because of the unique nature of the Project and the
importance of tourism in the County, this analysis uses a per capita-with-visitors basis for
saveral revenue and expenditure categories. 1t is assumed that a daily visitor would have an
impact less than a resident and similar to that of an employee for certain revenue and
expenditure categories. Total Persons Served with visitors includes all County residents and
one-half of County employees and daily visitors.

Revenue sources that are not expected to increase as a result of development are excluded from
this analysis. These sources of revenue are not affected by development because either they are
one-time revenue sources not guaranteed to be available in the future or there is no direct
relation between increased employment growth and increased revenue. In addition, property
taxes are excluded from this analysis because the Project is located in a recently created
Redeveiopment Area. It Is assumed that any growth in property tax revenues would be captured
by the Redevelopment Area and not be retained by the County General Fund.

A listing of all fund revenue sources and the corresponding estimating procedure used to forecast
future Project revenues is shown in Table B-1 in Appendix B.

Sales Tax

Estimated sales tax revenues are calculated based on the estimated taxable sales resulting from
increased visitor spending, countywide sales tax rates, and the State Consolidated Sales Tax
allocation to the County.

le Visitor ing Estimation
Based on information provided by CSL, this analysis is based on the assumption that the Event
Center will draw in approximately 157,000 attendees. Of these 157,000 attendees, it is assumed
that 57 percent of visitors will be overnight visitors.8 Local visitors are likely to spend money in
the County with or without the Project and do not represent new spending in the County. EPS
excludes local visitor spending from this analysis, estimating that 90 percent of day visitors and
100 percent of overnight visitors will be non-local visitors. Table D~1 in Appendix D details the

calculation of estimated out-of-town visitors, Table D-2 estimates the total travel spending of
visitors based on visitor type under existing conditions.

Once the total visitor spending resulting from the Project is established, EPS further allocated
visitor spending across several spending categories, based on information provided by SMG
Consulting and the LTVA 2016 spending percentages, adjusted to account for differences

7 A per capita basis of estimating revenues is based on the assumption only residents have a fiscal
impact on County revenues. A per-persons-served basis of estimating revenues is used to take into
account that businesses (and their employees) have a fiscal impact on many County revenues but at a
lower level than residential development’s impact. Because this Project does not contain any new
residents, revenue categories with a per capita mulitiplier method do not result in new revenue
generated by the Project and has been excluded from the analysis.

8 Based on the LTVA Summer 2017 Concert Survey, prepared by SMG Consulting. While the number
of attendees is based on the CSL study, it is assumed that the visitor dynamics of attendees for Event
Center events will be similar to visitor dynamics for the 2017 summer concert series.
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between overmnight and day visitors. The estimated capture of total visitor spending in each
spending category by the County is estimated to exclude visitor spending that would occur in
California. Total spending in the County is further adjusted to account for the percentage of
spending in each category that is considered taxable. Table D-3A shows the estimated taxable
sales in the County from visitor spending under existing conditions.

The visitor spending assumptions used in the existing SMG study included consideration of
several alternative lodging options resulting in low average daily spending for lodging, not
representative of anticipated Event Center visitors. The baseline scenario adjusts the existing
spending levels based on an average daily room rate of $95, representative of conservative
estimates of average room rates for the local hotel market. As described in previous sections,
induced scenario spending Is based on an average daily room rate of $140. Table D-4
estimates the lodging spending by scenario. Tables D-3B and D-3C use the increased lodging
expenditure to calculate the total taxable sales for the County under each scenarlo.

Sales Estimation

The visitor retail spending estimates are used to calculate two key sales tax revenues: Baslc City
County Relief Tax (BCCRT), known as the P.A.L.S. sales tax, and Supplemental City County
Relief Tax (SCCRT). These revenues are calculated based on the sales tax rates of 0.5 percent
and 1.75 percent for BCCRT and SCCRT, respectively. Although both BCCRT and SCCRT are
components of the State Consolidated Tax revenue submitted to the State before being
redistributed to the various counties across the State, the 2 taxes are handled very differently by
the State. BCCRT revenues are fully retained by the county in which the revenue Is generated.
In the case of SCCRT, the amount retained by the County will differ based on the County’s status
as a Point-of-Origin or Guarantee County. A Guarantee County does not retain the SCCRT
revenues generated in the county but instead receives a set rural guarantee amount of SCCRT
revenues, which typically is higher than the revenues generated by the County. A Point-of-
Crigin County is one in which revenue generation is greater than that guaranteed to rural
counties by at least 10 percent. Point-of-Origin Counties contribute approximately 2 percent of
SCCRT revenues generated to supplement Guarantee Counties but retain the remainder of
SCCRT revenues generated in the County.

The County Is a Guarantee County. As such, this analysis estimates tax revenues retained by
the County as a Guarantee County. The estimated P.A.L.S. sales tax revenue (BCCRT), as
estimated by applying the BCCRT tax rate to taxable visitor spending under each scenario, is
retained by the County and applied to the Room Tax Fund. Table B-3 shows the estimation of
P.A.L.S. sales tax revenue generated by the Project. In addition, Table B-3 calculates the
potential SCCRT revenues that could be retained shouid the County become a Point-of-Origin
County and allocates the revenues to the various County funds based on the allocated
consolidated tax for the County in 2017, as provided by the Nevada Department of Taxation.

Hotel Tax Revenues

EPS calculated the amount of transient occupancy tax, transient lodging license tax, and
transient iodging rental tax, based on current tax rates and the estimated portion of visitor
spending spent on lodging in the County for each scenario. Hotel tax revenue estimation is
calculated on Table B-4.
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Expenditure-Estimating Methodology

Expenditure estimates are based on the County‘s FY 2017-18 Adopted Budgets and supplemental
information from County staff. All County General Fund, Room Tax Fund, and TDTD Fund
expenditure items are listed on Table C-1 in Appendix C.

County department expenditures that are expected to be affected by the proposed Project and
existing zoning are forecasted using an average-cost or case-study approach.

Expenditures affected by residents and employees are projected using a per-person-served
average expenditure multiplier and include the department functions listed below:

* General Government ¢+ Community Services
e Judicial and Public Services e County Manager
s Public Works » Library

¢ Health and Sanitation

Sheriff Department Expenditures

Sheriff department expenditures are calculated using a case-study methodology based on the
FY 2017-18 budgeted expenditures and the average share of sheriff calls generated by Stateline
Casino Area. Based on conversations with the County Undersheriff, completion of the Project
would trigger the need for 6 additional deputies to serve both the Project area and existing
household growth in the County. To account for this need, EPS increased the FY 2017-18
budgeted sheriff expenditures by the annual cost of these additional deputies to arrive at an
adjusted annual sheriff budget required for the Cbunty as a whole, The Stateline Casing Area
generated 18,3 percent of all sheriff calls in the County. The share of sheriff calls generated by
the Stateline Casino Area is applied to the adjusted sheriff budget calculated above to arrive at
the total FY 2017-18 expenditures allocated to the Stateline Casino Area. Because of the unique
nature of the Project, it is assumed that increases to sheriff expenditures would correiate with a
growth In visitation. As such, EPS calcuiated a per-visitor estimate of sheriff expenditures and
applied this estimate to the anticipate growth in daily visitors to arrive at the estimated shert(ff
department expenditures required by the Project. Sheriff department expenditures are
calcutated on Table C-3.

Fiscal Impact Results

For each scenario, Table 1 presents a8 summary of the estimated net fiscal surplus or deficit for
each County fund, both independently and as a total impact on the County. Table 3 identifies
General Fund, Room Tax Fund, and TDTD Fund net fiscal impact results for all revenue and
expenditure categories resulting from development of the Event Center.

Combined Fiscal Impact

Combining the County General Fund, Room Tax Fund, and TDTD Fund, the Project is estimated
to generate revenues ranging from $930,000 to $1,380,000 annually. These revenues will cover
the estimated annual expenditures required by the Event Center of $220,000 to result in a net
fiscal surplus ranging from $710,000 to $1,160,000 annually. The largest sources of revenues
driving this surplus are hotel tax revenue categories. Translent occupancy tax, transient lodging
license tax, and transient lodging rental tax generate approximately $816,000 in annual
revenues under the baseline scenario and $1.20 million in the induced scenario, accounting for

Economic & Planning Systems, Inc, (EPS) 15 ot Lok Tabon o




Event Center Fiscal and Economic Analysis
Technical Memorandum July 18, 2018

87 percent of all estimated revenues. As described previously, sheriff expenditures account for
approximately 90 percent of all County expenditures estimated in this analysis.

County General Fund

As key revenues flowing from the Project are captured in other County funds, development of
the Event Center is anticipated to result in an annual net fiscal deficit to the County General Fund
of approximately $212,000 under both scenarios. The estimated deficit is a result of the unigue
nature of the Project combined with current General Fund revenue dynamics. Based on the

FY 2017-18 Adopted Budget, the County General Fund is funded largely by property tax and
State consolidated tax revenues, accounting for nearly 75 percent of all General Fund revenues,
Because of the publicly awned nature of the Event Center and the County’s status as a
Guarantee County, these two major revenue sources are not anticipated to be impacted by
development of the Event Center.

In addition, the largest expenditure category generated by the Event Center, sheriff department
expenditures, are funded primarily through the General Fund. General Fund expenditures
account for 98 percent of all County expenditures required to provide County services to the
Event Center. Should the County become a Point-of-Origin County in the future, the additional
sales tax revenue generated could bring this deficit to a breakeven level under the baseline
scenario and a surplus under the induced scenario.

Room Tax Fund

The Room Tax Fund is anticipated to realize an annual surplus ranging from approximately
$810,000 under the baseline scenario to $1.20 million under the induced scenario. The Room
Tax Fund receives the majority of revenues generated by the Event Center, ranging from
$810,000 to $1.2 million, accounting for 87 percent of all analyzed revenues. These significant
revenues largely are due to transient occupancy taxes and transient lodging license taxes,
ranging from $699,000 to $1.03 million, combined.

Tahoe-Douglas Transportation District Fund

Largely because of transient lodging rental tax revenues ranging from $117,000 to $172,000,
the TDTD Fund is anticipated to realize a net fiscal surplus ranging from $116,000 to $171,000,
under the baseline and induced scenarios, respectively.

Lake Area Contribution to the County

In addition to calculating the net fiscal impact development of the Event Center wiil have on the
County, EPS analyzed the importance of the Lake Area to overall County revenues. The County
receives significant revenues that can be directly allocated to activities occurring in the Lake
Area, including Property Tax, Consolidated Tax, Room Tax, and Gaming Revenues. Based on the
County budget for FY 2017-18, EPS estimates that of the $59.3 million in revenue generated by
these categories, $23.9 million can be directly allocated the Lake Area, 40.4 percent of all
revenues in these categories. Directly generated revenue categories account for 48.6 percent of
all County revenues for all funds, and the directly generated revenues in the Lake Area account
for 19.6 percent. These percentages do not include any revenues for the Lake Area beyond the
4 categories noted above, while the overall County revenues include several other categories
that can in part be allocated to the Lake Area. Table 5 shows the estimated directly generated
revenues attributed to the Lake Area.
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Using a high-level analysis of the County General Fund, Roormn Tax Fund, and TDTD Fund
budgets, EPS estimates that the Lake Area generates a surplus of approximately $7 million to
these funds annually. Based on the methods described below for the listed revenues and

a persons-served allocation for all other revenue categories, the $20 million in revenue to these
funds can be allocated to the Lake Area, which is 35 percent of all fund revenues. The Lake Area
is estimated to be responsible for 20 percent of fund expenditures or approximately $13 million
annually. This expenditure estimation Is based on a per-persons-served aliocation for all
expenditure cateqgories, except sheriff expenditures, which are allocated based on the percentage
of sheriff calis for service generated in the Stateline Casino Area. Table E-1 in Appendix E
shows the estimated allocation of County General Fund, Room Tax Fund, and TDTD Fund
revenues and expenditures.

Property Tax Revenue

Of the $30.8 million In property tax revenues generated in the County, approximately

$12.1 miliion is estimated to be generated by the Lake Area. This allocatlon is based on the
percentage of countywide property assessed value contained in the Lake Area, defined by the
total assessed value for the Tahoe-Douglas Fire Protection District.

Consolidated Tax Revenue

Of the $19.0 million in consolidated tax revenues recelved by the County, 18.71 percent or

$3.6 million is estimated to be allocable to the Lake Area. Consolidated tax revenue distribution
to the County includes funds from several sources, including BCCRT, SCCRT, cigarette tax, liquor
tax, and real property transfer tax. Sales tax revenue categories, SCCRT, and BCCRT, have been
allocated based on the share of 17.9 percent of total persons served, including visitors, in the
Lake Area and countywide. Following the statewide method for distribution, cigarette and liquor
taxes are distributed to the Lake Area based on residential populations, allocating 9.7 percent of
these revenues to the Lake Area. Similar to property tax revenue described above, real property
transfer tax has been allocated based on the percentage of countywide assessed value contained
in the Lake Area.

Room Tax Revenues

The amount of transient occupancy tax revenues generated by the Lake Area and the County in
2017 as provided by the County was used to establish the share of room tax revenues generated
by the Lake Area. This analysis estimates that 87.3 percent of the $8.1 miilion in countywide
room tax revenues, or $7.0 million, are generated in the Lake Area.

Gaming Revenues

EPS distributed gaming tax revenues based on the allocation of gaming revenues provided by the
Nevada Gaming Commission for FY 2016-17 applied to the FY 2017-18 Gaming Revenue
reported In the County Budget, resulting in 94.5 percent of countywide gaming revenues,

or $1.3 million, allocated to the Lake Area.

Economic Impact Analysis Methodology and Results

The following section quantifies the ongoing economic impacts resulting from activities in this
region of the County. Specifically, the Economic Impact Analysis quantifies the leve! of output
(I.e., value of goods and services), employment, and employee compensation in the local
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economy that are directly attributable to the growth in visitor spending resulting from the
Project. This analysis also evaluates the one-time economic impacts generated by Project
construction,

One-Time Economic Impacts

One-time construction impacts are estimated based on the estimated construction costs for the
Project of $80,000,000 as provided by the Project Applicant. Total one~-time economic impacts of
construction are show on Table F-1.

Ongoing Economic Impacts

Ongoing economic impacts are quantified based on increased visitor expenditures in the County
resuiting from the Project under two scenarios: the baseline scenario and the induced scenario.
Estimated visitor spending is calculated based on the estimated number and type of visitors
attending events at the Event Center. Applying visitor spending assumptions provided by SMG
Consulting, LTVA, and CSL, EPS arrived at the total spending In the County as described in the
previous section. Total visitor spending in the County is shown in Table D-3B for the baseline
scenario and Table D-3C for the Induced scenario. Visitor spending is shown in 8 major
spending categories:

« Lodging

e Food and Beverage
« Entertainment

s Retall Sales

« Transportation

¢ (Gaming
¢ Recreation
e Other

The ongoing economic impacts for each spending category under each scenario is calculated
independently and combined to estimate the total ongoing economic impacts of visiter spending
for each scenario. Total ongoing economic impacts are shown on Table F-2 and Table F-3 for
the baseline and induced estimates, respectively.

For those impacts quantified, the analysis uses an input/output (I/0) modeling framework to
calculate the Project’s contribution to countywide output, jobs, and employee compensation.

As further described below, the I/O modeling framework is premised on the concept that
industries in a particular geographic area are interdependent, and thus, the total contribution of
any one establishment’s activity is larger than its individual (direct) output or employment.
Consequently, an establishment’s economic activity has a “multiplier” effect that generates
successive rounds of spending and output in other economic sectors in a particular region.

Overview of I/0 Modeling

Industries in a geographic region are interdependent in the sense that they purchase outputs
from and supply inputs to other industries. For example, consider the implications of restaurant
expenditures. Restaurants purchase goods from producers, which in turn purchase raw
materials from suppliers. Thus, an increase/decrease in restaurant activity will stimulate an
increase/decrease in output and employment in the interdependent secondary industries.
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This regional economic impact analysis relies on IMPLAN (Impact Analysis for Planning) software,
an I/0 model that draws on data collected by the Minnesota IMPLAN Group (MIG) from several
state and federal sources, Including the Bureau of Economic Analysis, the Bureau of Labor
Statistics (BLS), and the Census Bureau. The model is widely used for estimating economic
impacts across a wide array of industries and economic settings.

Regional economic impact analysis and I/O models in particular provide a means to estimate
total regional effects stemming from a particular industry. Specifically, I/0 models produce
quantitative estimates of the magnitude of regional economic activity resulting from some initial
activity (e.g., hotel or restaurant expenditures). I/O models rely on economic multipliers that
mathematically represent the relation between the initial change in one sector of the aconomy
and the effect of that change on economic output, income, or employment in other local
industries. These economic data provide a quantitative estimate of the magnitude of shifts in
jobs and revenues in the regional economy.

Interpretation of Model Results

Economic impacts using an I/0 model are based on an initial change in output or employment in
some sector. The model then translates that initial change into changes in demand for output
from other Interdependent sectors, corresponding changes in demand for inputs to those sectors,
and so on. These effects are commonly described as direct, indirect, or induced effects and are
generally defined as follows:

s The direct effect represents the change in output or employment attributable to a change in
demand or increased supply. For example, the total saies generated by a new business or
the total empioyees hired by that business would represent the direct impact on the regional
economy.

¢ The indirect effect results from industry-to-industry transactions required to satisfy the
direct effect. This effect is a measure of the change in the output of suppliers linked to the
industry that is directly affected. For example, the casino resorts frequented by Project
visitors purchase numerous goods from local suppliers, including food, laundry services, and
equipment.

s The induced effect consists of impacts from employee spending in the local economy.
Specifically, the employees of directly and indirectly affected businesses generate this effect
by purchasing goods and services in the local economy.

The total impact is the sum of the direct, indirect, and induced effects. The total effect measures

the impact of an activity as it “ripples” throughout the regional economy. The regional economic
effects described above are reported in 3 categories:

¢ Annual Output: Annual output measures the value of goods and services produced in the
County as a result of business operations, The estimated growth in visitor spending on
lodging and retail is used to estimate the annual output resuiting from Project activities.
Estimated construction costs were used for one-time construction impacts.

e Employment: Employment estimates the total number of jobs, both full-time and part-
time, created as a result of the Project. Employment is reported in job years. Construction
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employment represents total job years over the life of the Project (1 job lasting 2 years
would be reported as an employment impact of “2”).

« Employee Compensation: Employee compensation reflects the total payroll costs of each
employee of the subject business (wages, salary, benefits, and employer-paid payroll taxes).
Employee compensation represents a portion of the value generated by visitor spending
activities and is one component of the total output described above,

Caveats to I/0 Modeling

Several important caveats are relevant to interpreting IMPLAN model estimates. First, IMPLAN
relies on I70 relations derived from 2016 data (latest available from IMPLAN). Thus, EPS's
analysis is based on the assumption that this characterization of the economy is a reasonable
approximation of current conditions. To the extent that significant structural changes have
occurred in the regional economy since 2016, EPS’s results may not account for such changes.
However, the magnitude and direction of any such change is unknown.

Second, the IfO methodology is based on the assumption that an industry's demand for goods
and services results in a corresponding increase in supply and therefore empioyment. This
implies that key industry suppliers can increase output rather than shift output from one set of
consumers or products to another. This assumption may not hold in areas with tight labor or
capital markets because companies may find it difficult to obtaln these inputs or other resources
necessary to expand production. In these cases, accommodating an establishment’s demand for
labor and other inputs may come at the expense of other establishments in the same or related
sectors or may need to be satisfied by increased imports from outside the study area. This
phenomenon is often referred to as “crowding out” because the sector being stimulated tends to
crowd out other sectors, which can reduce the net economic gain.

One-Time Economic Impact Results

One-time economic¢ impacts are generated by construction and as such are limited to the
development period of the construction. To the extent that construction activity is short term
and construction labor markets are tight, construction impacts may represent a shift of resources
from other projects in the County. This Technical Memorandum therefore reports gross
economic impacts, not accounting for potential shifts in resources. In addition, induced
economic impacts are also included. To the extent that construction labor is used temporarily
and laborers may live outside the County, these impacts may be overstated. Construction
impacts are based on the estimated hard construction costs for the Project of $80 million. Note
that the employment figures reported for construction impacts represent total job years lasting
over the duration of the Project and could reflect the same job that extends over multiple years.
For instance, a general laborer employed for 2 years during construction activity would represent
2 job years.

One-time economic impacts will be generated by construction of the Project, with a total output
of $110.5 million. It is anticipated that 581 job years will be directly generated by construction,
with an additional 86 indirect and 148 induced job years.
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One-Time Construction Impacts

Table F-1 details the estimated one-time economic impacts associated with construction of the
Project as described below:

¢ Annual Output: Construction operations are estimated to generate approximately
$80.0 million in direct one-time industry output. Local spending will resuit $30.5 million in
indirect and induced one-time impacts, for a total one-time industry output impact of
$110.5 million.

e Employee Compensation: Of the $80.0 million in direct industry output reported above,
approximately $34.1 million will be received by construction employees in the form of salary,
wages, and benefits. Indirect employee compensation Impacts total approximately
$4.1 million, and induced employee compensation totals approximately $5.1 million, for a
tota! annual employee compensation impact of approximately $43.4 million.

» Annual Employment: The 581 direct job years generate approximately 86 indirect jobs
and 148 induced jobs, for a total employment impact of approximately 815 jobs.

Ongoing Economic Impact Results

Ongoing economic impacts are also measured on a gross annual impact basis, not accounting for
shifts in consumer expenditures from other local alternatives. Based on a baseline level of
growth of economic activity associated with the Project and the subsequent growth in visitor
spending, approximately $44.1 million {measured in 2017 dollars) in total output (or economic
activity) is generated in the County annually as a result of the Project.

This baseline output estimates 242 projected jobs directly associated with visitor spending, with
an additional 73 indirect and 42 induced jobs, for a total of nearly 357 jobs in the County
resulting from the Project, with a total of approximately $12.0 million earned in employee
compensation (wages and benefits).

Under an induced spending scenario, the Project is anticipated to generate approximately
$66.8 million in total output annually. This output is based on 364 new direct jobs, with an
additional 110 indirect and 63 induced jobs, for a total of 537 jobs.

It should be noted that the additional employment will likely include some combination of full-
time and part-time positions, including extended hours for a significant share of existing part-
time jobs.

Baseline Estimate

Table F-2 details the estimated annual ongoing impacts associated with Project operation, with
baseline visitor spending growth estimates as described below:

e« Annual Output: Baseline visitor spending growth estimates are estimated to generate
approximately $29.2 million in direct industry output annually. Local spending will result In
approximately $9.2 milflon in indirect industry output impacts, and $5.3 million in induced
impacts annually, for a total industtry output impact of $43.8 million on an annual basis.
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Employee Compensation: Of the $29.2 million in direct industry output reported above,
approximately $8.0 million will be received by employees in the form of salary, wages, and
benefits. Indirect and induced employee compensation impacts total approximately

$4.0 million for a total annual employee compensation impact of approximately $12.0 million.

Annual Employment: The 242 direct employees wiil generate approximately 73 indirect
and 42 induced jobs annually for a total employment impact of approximately 357 jobs on an
annual basis.

Induced Estimate

Table F-3 details the estimated annuai ongoing impacts associated with Project operation, with
higher Induced visitor spending growth estimates as described below:

Annual Output: Induced visitor spending growth estimates are estimated to generate
approximately $44.0 million in direct industry output annually. Local spending will result in
approximately $13.8 million in indirect industry output impacts and $8.0 million in induced
impacts annually for a total industry output impact of $65.8 million on an annual basis.

Employee Compensation: Of the $44.0 million in direct industry output reported above
approximately $12.1 million will be received by employees in the form of salary, wages, and
benefits. Indirect and induced employee compensation impacts total approximately

$6.0 million for a total annual employee compensation impact of approximately $18.1 million.

Annual Employment: The 364 direct employees will generate approximately 110 Indirect

and 63 induced jobs annualily for a total employment impact of approximately 537 jobs on an
annual basis.
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Critique of Feasibility Study and Event Center Fiscal and Economic Analysis: EP$S182014

A valid method of measuring the economic impacts of a proposed event center would be to use the actual data from a
similar event already in operation. The Reno Center (“REC”) is ideal because it is nearby, has the same climate, is the
same distance away from non-local markets, has almost the same number of seats (6,000 for the proposed event center
and 7,000 for the REC), and has almost the same number of built out square footage (120,000 for the proposed event
center and 118,000 for the REC). However, the obvious differences between the two venues favor the REC significantly
over the South Shore location. The REC is an urban setting with many more nearby services and is close to the Reno
International Airport, which serves 16 destinations with non-stop flights. Assuming good weather, the South Shore of
Tahoe is a 90-minute drive through the mountains to the Reno airport. The proximity of the airport to the REC is
significant because the visitors can easily fly in and out to/from the REC to the airport.

Therefore, any economic metric that the REC has publicized should reflect that its performance will be superior to the
estimates for the proposed event center.

There are two key pieces of actual data that differ between the REC and the proposed event center. They are the
number of events per year and the number of room nights per year for overnight visitors. The number of events per
year for the REC for the last 10 years ending 6/30/18 range from 49 to 56.

The estimate for the proposed center is 130 events per year. This is 2 1/3 larger than the REC. The REC averages one
event per week, the estimate for the proposed center averages one event every 3 days. There is no explanation of how
the estimated number of 130 was calculated.

The actual number of room nights for the REC is 35,000. The estimate for the proposed event center is 60,000, 1.7 times
larger than the REC. The estimate for the proposed event center was based on the results of the 2017 Summer Concert
Series at the Lake. This method is not valid. Why would you use a 13-night summer concert series when there is
trustworthy data available for a nearby event center?

A third piece of significant data from the REC’s financial statements is revenue minus direct expenses loses 5200k per
year, excluding bond payments and depreciation. See the next section on the fallacies of using convention centers for
economic development for further clarification.

The Feasibility Study surveyed event center customers, which called attention to other limitations of the proposed event
center. The response to definitely, might likely, or possibly use the proposed event center from California and Nevada
respondents was only 38%. This is very low. This market capture rate should be between 70 and 80 percent.

Secondly, more than 30 percent of the respondents are not willing to be shuttled from the hotels to the event center.
They want the event center connected to the hotel. This brings up another point. The Event Center’s Economic and
Fiscal Impact Analysis presented two scenarios—with or without the realignment of US Highway, commonly referred to
the Loop Road Project. We now know that the City of South Lake Tahoe will not be participating in the Loop Road
Project. Therefore, the already overly optimistic Analysis is necessarily reduced to the Baseline scenario numbers and
that is a huge setback to the success of the proposed event center.

Thirdly, corporate events drop off during October, November and December. This is one-half of the proposed event
center’s targeted shoulder seasons.

Finally, uncertain weather in the winter months was mentioned by the respondents as a key disadvantage from other
national destinations.

In conclusion, the proposed event centers calculation of the economic data are not realistic and known surveyed
disadvantages are bleak, the success of the proposed event center are in doubt.




T

Total CIP Through 2024 $150,014,431.00
Funded Grants $16,392,019.00
Unfunded $133,622,412.00
Examples
JLEC $31,650,000.00
Muller PKWY Total Costs $31,500,000.00
Road Maintenance $35,200,000.00
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General Fund - 5-Year Forecast

5 YEAR GENERAL FUND PROJECTION

Updated
2017-18 2018-19 2/27/19
Year End Adopted FY 2018-19 2020-21 2021-22 2022-23 2023-24
General Fund 9/14/18 Budget Amended 2019-20 Final Projected Projected Projected Projected
Beginning Fund Balance/Reserves:
Beginning Fund Balance S 11,891,067 {S 9,184,386 |$ 9,184,386 |$ 11,513,548 | $ 11,052,3251$ 10,645190|S 10,291,413 1§ 9,990,143
Revenue:
Property Tax 20,067,046 21,669,599 21,669,599 22,789,330 23,586,957 24,412,500 25,266,938 26,151,280
State Consolidated Taxes 12,067,377 12,228,031 12,228,031 12,946,773 13,335,176 13,735,231 14,147,288 14,571,707
Licenses & Permits 4,544,773 3,650,400 3,922,926 4,364,150 4,451,433 4,540,462 4,631,271 4,723,896
Gaming Licenses 938,017 965,000 965,000 938,000 947,380 956,854 966,422 976,087
Intergovernmental 1,991,947 967,042 1,332,286 895,000 903,950 912,990 922,119 931,341
Charges for Service 5,000,425 5,195,564 5,209,252 5,740,263 5,855,068 5,972,170 6,091,613 6,091,613
Fines & Forfeitures 1,127,828 1,083,623 1,083,623 1,205,700 1,223,786 1,242,142 1,260,774 1,279,686
Miscellaneous 785,996 625,400 720,484 551,942 560,221 568,624 577,154 585,811
Other Financing Sourqes 918,633 446,226 502,779 396,226 396,226 396,226 396,226 396,226
Bal Revenue : 47,432,042 | 46,830,885 | 47633980 49,837,384 1 - 51960,497: - 527737,099 | 54,259,806 { ' 55,707,647
Total Budgeted Resources $  59,333,109.{ $ 56,015,271 { § 56,818,366 { $ 61,340,932 | S 62,312,522 |3 63,382,389 | $ 64,551,219 | $ 65,697,791
Expense:
Operating:
Personnel Services 30,945,949 32,063,738 32,106,948 33,949,349 35,137,576 36,367,391 37,640,250 38,957,659
Services & Supplies 10,681,145 10,191,991 10,687,001 10,897,548 11,061,011 11,226,926 11,395,330 11,566,260
Total Operating 41,627,094 42,255,729 42,793,949 44,846,897 46,198,587 47,594,318 49,035,580 50,523,919
Non-Operating:
Transfers Out 8,257,805 4,321,222 4,458,999 4,222,272 4,222,272 4,222,272 4,222,272 4,222,272
Capital Qutlay 389,176 321,500 321,500 322,500 322,500 322,500 322,500 322,500
Unanticipated Projects (44,430)
Contingency - 830,881 830,881 896,938 923,972 951,886 880,712 1,010,478
Total Nongperating 8,602,551 5,473,603 5,611,380 5,441,710 5,468,744 5,496,658 5,525,484 5,555,250
Total Expense --50,229,645 47,729,332 48,405,329 | 50,288,607 51,667,334 53,090,976 54,561,075 56,079,169
Net Change in Fund Balance {2,787,603) {898,447} (771,349) (461,223) (407,135} (353,777) (301,270} (371,522
Ending Fund Balance/Reserves S 9,103,464 | $ 8285939 |8 8413,037{$ 11,052325|S 10,645,190 (S5 10,291413]$ 9,990,143 | $ 9,618,621
Restricted/Unspendable Fund Balance $ 4,651,744 | $ 4,651,744 | $ 3,000,000 S 3,794,137 | $ 2,500,000 | 2,500,000 | $ 2,500,000 | § 2,500,000
Unassigned/Available Fund Balance $ 4,451,720 | $§ 3,634,195 | $ 5413037 | $ 7,258,188 | S 8,145,190 | § 7,791,413 | § 7,490,143 | § 7,118,621
Total Budgeted Requirements $ 59,333,109 { § 56,015,271 | § 56,818,366 | $ 61,340,932 | § 62,312,522 | $ - 63,382,389 | $ 64,551,219 } § 65,697,791
Unassigned/1 month of Operating Expenses 1.283 1.032 1.518 1.942 2.116 1.964 1.833 1.691
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