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REGULAR SUBCOMMITTEE
MEETING AGENDA

TUESDAY, JANUARY 10, 2023, 9:30 AM
201 S Cortez Street
Prescott, AZ 86303
Council Chambers

Mayor Pro Tem Rusing - Chairperson
Councilman Montoya - Member Councilman Sischka - Member

The following Agenda will be considered by the Prescott Council Subcommittee on Water Issues at Regular
Subcommittee Meeting pursuant to the Prescott City Charter, Article 11, Section 13. Notice of the meeting is given
pursuant to Arizona Revised Statutes, Section 38-431.02. One or more members of the Council may be attending the
meeting through the use of a technological device.

Viewing & Participation

This meeting may be viewed on Channel 64, Facebook Live or on the City's Website: Live City of
Prescott Videos

Comments from the public may be submitted through the City website: Public Comment Form

1. CALL TO ORDER
2. ROLL CALL

3. PUBLIC COMMENT
Public comment will be accepted following each agenda item and are limited to three (3)
minutes. Please complete a comment card and return it to the City Clerk, speakers will be called
in the order received.

4. DISCUSSION & ACTION ITEMS

A. Presentation and Discussion Regarding Monthly Update for PFAS Sampling at the City of
Prescott's Water Production Wells.

Recommended Action: This item is for discussion only. No formal action will be taken.

B. Approval of the December 6, 2022 Meeting Minutes.


https://prescott.12milesout.com/live-video
https://www.prescott-az.gov/city-management/leadership/public-comment-form/

Recommended Action: MOVE to approve the December 6, 2022 minutes as presented

Water Service Application No. WSA22-026, Submitted by Stroh Architecture, on Behalf of
Property Cirrus Industrial, LLC. Location: APNs 102-03-046, 102-03-047, 102-03-048, and
102-03-049, Comprising 4.01 Acres, in TISN, RO2W, Section 25.

Recommended Action: MOVE to recommend forwarding WSA22-026 to Council for
approval or denial

Water Service Application No. WSA22-033, Submitted by Granite Basin Engineering, on
Behalf of the Tanbic Company. Location: APN 103-20-596S, Comprising 13.9 Acres, in
T14N, RO1W, Section 31, SW Va.

Recommended Action: MOVE to recommend forwarding WSA22-033 to Council for
approval or denial

Discussion & Review of the 2022 Water Management Policy for Residential & Non-
Residential Water Budgets as Well as Projects Under Contract for the Period from July 1,
2022 to December 31, 2022.

Recommended Action: This item is for discussion only. No formal action will be taken.

5. GENERAL ANNOUNCEMENTS FROM STAFF

6. ADJOURNMENT

EXECUTIVE SESSION

Upon a public majority vote of a quorum of the City Council, the Council may hold an executive session, which will not
be open to the public, regarding any item listed on the agenda but only for the following purposes:
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Discussion or consideration of personnel matters (A.R.S. §38-431.03(A)(1));

Discussion or consideration of records exempt by law (A.R.S. §38-431.03(A)(2));

Discussion or consultation for legal advice with the city’s attorneys (A.R.S. §38-431.03(A)(3));

Discussion or consultation with the city’s attorneys regarding the city’s position regarding contracts that are
the subject of negotiations, in pending or contemplated litigation, or in settlement discussions conducted in
order to avoid litigation (A.R.S. § 38-431.03(A)(4));

Discussion or consultation with designated representatives of the city to consider its position and instruct its
representatives regarding negotiations with employee organizations (A.R.S. §38-431.03(A)(5));

Discussion, consultation or consideration for negotiations by the city or its designated representatives with
members of a tribal council, or its designated representatives, of an Indian reservation located within or
adjacent to the city (A.R.S. §38-431.03(A)(6);

Discussion or consultation with designated representatives of the city to consider its position and instruct its
representatives regarding negotiations for the purchase, sale or lease of real property (A.R.S. §38-431.03(A)
(7).

THE CITY OF PRESCOTT ENDEAVORS TO MAKE ALL PUBLIC MEETINGS ACCESSIBLE TO PERSONS WITH

DISABILITIES. With 72 hours advanced notice, special assistance can be provided for sight and/or hearing-impaired
persons at this meeting. Reasonable accommodations will be made upon request for persons with disabilities or non-
English speaking residents. Please call the City Clerk (928) 777-1272 to request an accommodation to participate in this
public meeting. Prescott TDD number is (928) 445-6811. Additionally, free public relay service is available from Arizona
Relay Service at 1-800-367-8939 and more information at www.azrelay.org


file:///tmp/www.azrelay.org

Confidentiality

Arizona statute precludes any person receiving executive session information from disclosing that information except as
allowed by law. A.R.S. §38-431.03(F). Each violation of this statute is subject to a civil penalty not to exceed $500, plus
court costs and attorneys’ fees. This penalty is assessed against the person who violates this statute or who knowingly
aids, agrees to aid or attempts to aid another person in violating this article. The city is precluded from expending any
public monies to employ or retain legal counsel to provide legal services or representation to the public body or any of its
officers in any legal action commenced for violation of the statute unless City Council takes a legal action at a properly
noticed open meeting to approve of such expenditures prior to incurring any such obligation or indebtedness. A.R.S. §38-
431.07(A)(B).

CERTIFICATION OF POSTING OF NOTICE

The undersigned hereby certifies that a copy of the foregoing notice was duly posted at Prescott City Hall on
at m. in accordance with the statement filed by the Prescott City Council with

the City Clerk

Sarah M. Siep, City Clerk
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MEETING TYPE/DATE: REGULAR SUBCOMMITTEE MEETING 01-10-23

DEPARTMENT: Public Works

AGENDA ITEM: Presentation and Discussion Regarding Monthly Update for PFAS Sampling
at the City of Prescott's Water Production Wells.

ITEM SUMMARY
PFAS sampling and operational mitigation continues as normal

Current sample results:

Source PFOS ppb PFOA ppb
Chino 1 ND 3.3

Chino 2 ND 3.2

Chino 3 ND 3.6

Chino 4 ND ND

Chino 5 ND 3.1

Airport 2 ND ND
Airport 3 ND ND
Airport 5 9.5 12.9
EPDS 11 (chino wells) ND ND

ND=not detectable by laboratory method EPA 537.1

BACKGROUND

A proposed Maximum Contaminate Level (MCL) for the PFAS group has not been released by EPA.
We were expecting an announcement on December 20, 2022, however there has been an unexplained
delay. ADEQ has no new information as to when this proposed rule will be released for review.

No new sample results have been received by the City. Samples were collected mid-December so
results are forthcoming. The current demand allows us to operate the wells to be able to reduce the
PFAS concentration below detection limit at both the Chino and Airport entry points to the distribution



system (EPDS). We are beginning our operational planning to keep PFAS concentrations at a
minimum level once demand starts to increase. Once, we reach approximately 6 MGD of demand, we
will have to add additional sources. At this time, wells with higher concentrations of PFAS will need to
be operated. We will follow-up at a later meeting with further details.

FINANCIAL IMPACT

N/A

Recommended Action: This item is for discussion only. No formal action will be taken.
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MEETING TYPE/DATE: REGULAR SUBCOMMITTEE MEETING 01-10-23

DEPARTMENT: City Clerk

AGENDA ITEM: Approval of the December 6, 2022 Meeting Minutes.

ITEM SUMMARY

Attached for approval are the Council Subcommittee on Water Issues minutes for the December 6, 2022

meeting.

BACKGROUND
None
FINANCIAL IMPACT

N/A

Recommended Action: MOVE to approve the December 6, 2022 minutes as presented

ATTACHMENTS
1.December 5, 2022 Water Issues Meeting Minutes.docx



https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1725130/12.06.22_Water_Issues_Meeting_Minutes.pdf

///\x COUNCIL SUBCOMMITTEE ON
orryor PRESCOTT WATER ISSUES MEETING

REGULAR SUBCOMMITTEE
MEETING MINUTES

TUESDAY, DECEMBER 6, 2022, 9:30 a.m.
201 S Cortez Street
Prescott, AZ 86303
Council Chambers

Cathey Rusing, Mayor Pro Tem - Chairperson
Brandon Montoya, Councilman — Member  Steve Sischka, Councilman - Member

MINUTES OF THE REGULAR SUBCOMMITTEE MEETING OF THE PRESCOTT COUNCIL
SUBCOMMITTEE ON WATER ISSUES HELD ON DECEMBER 6, 2022, IN THE 201 S CORTEZ
STREET PRESCOTT, AZ 86303 COUNCIL CHAMBERS.

1. CALL TO ORDER
Chairperson Rusing called the meeting to order at 9:30 a.m.

2. ROLL CALL

Cathey Rusing Chairperson
Brandon Montoya  Member
Steve Sischka Member

3. PUBLIC COMMENT
Public comment will be accepted following each agenda item and are limited to three (3)
minutes. Please complete a comment card and return it to the City Clerk, speakers will
be called in the order received.

4. WATER SERVICE APPLICATIONS

A. Water Service Application No. WSA22-020, Submitted by Stroh Architecture, on Behalf
of Property Owner US Veteran's Administration. Location: APN 114-01-001L,
Comprising 91.56 Acres, in T14N, RO2W, Section 34, NE 1/4.

Water Resource Project Manager Kay Sydow provided a presentation to the Subcommittee regarding
WSA22-020, submitted by Stroh Architecture on behalf of the US Veterans Administration. This is a
conversion project of six (6) existing historic homes on Veterans Administration (VA) property that
will be turned into twenty-three (23) apartment units. Water and sewer service will be disconnected

Council Subcommittee on Water Issues Meeting Minutes — Page 1



from private service and transferred to the city. The previous water usage at this location is 1.02
acre-feet per year (AFY). Per the conversion factor of 0.12 AFY, water usage will come to 2.76
AFY, a net increase in demand of 1.74 AFY. The Planning and Zoning Commission approved this
project for recommendation on November 10, 2022.

Chair Rusing asked if the units would be metered individually.

Public Works Supervisor Ben Easley replied that it is unknown, adding that there are no existing
plans for piping at this time.

Chair Rusing commented that this is an exciting project and is honored to support and serve the
veteran community and the VA hospital and invited the applicant, Doug Stroh, to comment on the
project.

Applicant Doug Stroh addressed the Subcommittee stating that six (6) of the officer quarters houses
will be converted, and the interiors will be minimally touched to keep historic features such as
pocket doors. There will be no exterior improvements aside from adding a ramp to one home to
make it compliant with ADA (American Disability Act). He feels these apartments will use less
water than when fully utilized because fewer people will be living in them and because of upgrades
such as shower heads and toilets. The plan is to have one water meter for the six (6) homes and zero
landscaping.

MOTION BY MEMBER MONTOYA TO FORWARD ITEM 4.A. TO COUNCIL FOR
APPROVAL; SECONDED BY MEMBER SISCHKA: PASSED [3 -0].

B. Water Service Application No. WSA22-031, Submitted by Kelly Wise Engineering, Inc.,
on Behalf of Property Owner Westridge Preserve, LLC. Location: Downer Trail
Subdivision, Comprising 9.97 Acres, in T14N, R2W, Section 29, SW 1/4.

Ms. Sydow provided a presentation to the Subcommittee regarding WSA22-031, a request to
approve a final plat for phase five of the Preserve at Prescott, a planned area subdivision. The goal is
to rearrange some of the lots, re-size some, and add seven (7) lots to the overall development
increasing the total from 144 to 151 lots. In addition, staff prepared a demand analysis using 0.17
AFY per parcel, increasing demand to 1.17 AFY. The Planning and Zoning Commission approved
this project for recommendation on November 10, 2022

Member Sischka inquired about the conversion factor and asked if it had changed from 0.20 to 0.17.

Ms. Sydow stated that staff has used 0.17 for single-family (SF) dwellings for the last couple of
years, adding that staff uses 0.12 for apartments and 0.17 for SF dwellings.

Chair Rusing commented that the maps are easier to read and thanked the staff for that. However,

she is concerned about the lack of APN or plat numbers on the maps for this presentation, adding
that she has counted eleven (11) lots on the map provided.

Council Subcommittee on Water Issues Meeting Minutes — Page 2



Community Planner Tammy Dewitt addressed the Subcommittee explaining that the overall
development is adding seven (7) lots that have been reconfigured to make the lots more manageable.

Project Developer Tom Deveraux addressed the Subcommittee explaining that the lots were titled
and recorded in 1988. However, roads were put in shortly after that, and the layout did not make
sense. Because of this, it was necessary to replat to organize, losing lots along the way. He added
that he has given 30-plus acres to open space, given up a lot for parking that he leased to the city for
one dollar per year, and helped build the trail.

Chair Rusing asked if additional lots would be added later.

Member Sischka asked for confirmation that there were initially 144 lots that Mr. Devereaux kept
rearranging to allow for more in the last phase, and now there are seven (7) lots over the 144.

Mr. Devereaux confirmed that he had water for 144 lots and is asking for approval for the overage of
seven (7) lots.

Ms. Dewitt explained to the Subcommittee that they are looking at the overall project, not just this
phase. This phase includes going from 144 to 151 lots.

Chair Rusing asked for confirmation that the Subcommittee is being asked to approve water for
seven (7) lots.

Ms. Dewitt confirmed the request is for water approval for seven (7) additional lots for the overall
master plan.

Member Montoya commented that he confirmed on the city website that the conversion factor is 0.17
for SF units, per the water policy adopted earlier this year.

MOTION BY MEMBER SISCHKA TO FORWARD ITEM 4.B. TO COUNCIL FOR
APPROVAL; SECONDED BY MEMBER MONTOYA: PASSED [3-0].

C. Water Service Application No. WSA22-038, Submitted by Land Development Consultants,
LLC, on Behalf of Property Owner Weed Investments, Inc. Location: APN 106-21-008L,
Comprising 0.89 Acres, in T14N, RO2W, Section 16, NE 1/4.

Public Works Director Ashley Couch provided a presentation to the Subcommittee regarding WSA22-
038, a proposal to raze an existing Circle K located at the intersection of College Heights and Willow
Creek Road and then construct a new, larger store at the same location. The water demand analysis of
2.54 AFY is based on a similar project in Gila Bend. The current usage at the existing store is 1.08
AFY. Therefore, staff is requesting approval for the net increase of 1.46 AFY. The existing
landscaping will remain. The Planning and Zoning Commission approved this project for
recommendation on November 10, 2022.
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Chair Rusing asked about the number of toilets and sinks.

Applicant Jill Keiser addressed the Subcommittee, stating that there will be six (6) toilets and a couple
of sinks.

Chair Rusing thanked Ms. Keiser for investing in Prescott.

MOTION BY MEMBER MONTOYA TO FORWARD ITEM 4.C. TO COUNCIL FOR
APPROVAL; SECONDED BY MEMBER SISCHKA: PASSED [3 -0].

D. Water Service Application No. WSA22-042, Submitted by Stroh Architecture, on Behalf of
Property Owner Espire AZ, LLC. Location: APN 103-20-598J, Comprising 9.97 Acres, in
T14N, RO1W, Section 31, SW 1/4.

Mr. Couch provided a presentation to the Subcommittee regarding WSA22-042. This project is for
Espire Sports, located in the old Sears building, which has been reconfigured for indoor sports, mainly
pickleball. In addition, the request includes water for a future restaurant and a bar. The water demand
analysis is 2.68 AFY; deducting the prior use of 0.5 AFY, the net increase in demand is 2.18 AFY.

Chair Rusing stated that this area desperately needs revitalization and asked about the timing of the
restaurant and bar.

Applicant Jim Thomas addressed the Subcommittee, stating that Espire Sports has been open for
approximately six (6) months and has received six (6) water bills. Based on that, they will use about
0.5 AF per year instead of the projected 2.18 AF per year. Although International Building codes
required them to install 39 fixtures, only five to six are used. They have removed all irrigation and
installed low-flow toilets and urinals. They are looking for a restaurant partner and moving forward,;
however, it is taking longer than expected.

MOTION BY MEMBER SISCHKA TO FORWARD ITEM 4.D. TO COUNCIL FOR
APPROVAL,; SECONDED BY MEMBER MONTOYA: PASSED [3 -0].

5. DISCUSSION & ACTION ITEMS

A. Approval of the November 1, 2022, Subcommittee on Water Issues Meeting
Minutes

MOTION BY MEMBER MONTOYA TO APPROVE THE NOVEMBER 1, 2022 MEETING
MINUTES; SECONDED BY MEMBER SISCHKA: PASSED [3 - 0].

Council Subcommittee on Water Issues Meeting Minutes — Page 4
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B. Presentation and Discussion Regarding the January to June 2023 Residential & Non-
Residential Water Budgets, in Accordance with the 2022 Water Management Policy,
Policy No. 11.

Mr. Couch addressed the Subcommittee, stating that per the adopted water policy, the water budget
will be presented to the Subcommittee every six months for a recommendation to establish a water
budget for residential and non-residential projects for the next six months. Mr. Couch provided a
review of past and future budget:

Residential — January to December 2022
Total Residential Approvals — 17

Total AF set aside - 25.92

Total Water Budget Remaining — 24.08 AF

Non-Residential - January to December 2022
Total Non-Residential Approvals — 38

Total AF set aside — 33.36

Total Water Budget Remaining — 16.64 AF

Mr. Couch continued the presentation by stating that staff is changing recommendations for the
January to June of 2023 residential water budget to include an extra 20 AFY (a total of 53.5 AFY)
based on what is in the cue for the next six months:

Proposed Residential — January to June 2023

Palmer Apartments — 29 AFY

32-Unit Apartment Complex on Sunset Ave. — 4.49 AFY
Unknown Administrative Reviews — 20 AFY

Total Water Budget January-June 2023 — 53.49 AFY

Member Sischka asked if a conversion factor of 0.12 is being used for the apartments.

Mr. Couch confirmed and continued with an overview of the estimated non-residential demand for
January to June of 2023, stating that staff recommends perpetuating the 25 AFY non-residential .

Proposed Non-Residential — January to June 2023
Commercial Suites for Lease — 1.06 AFY

Willow Hills Baptist Church — 4.10 AFY
Training Building - unknown

Flight Training Center — unknown

New Warehouse — 0.89 AFY

New Office Building — 1.13 AFY

Unknown Administrative Reviews — 20 AFY
Total Water Budget January-June 2023 — 25 AFY

Member Montoya asked what would happen should the Subcommittee not recommend increasing
the residential water budget to 53.49 AFY. He asked about the appeal process outlined in the water

Council Subcommittee on Water Issues Meeting Minutes — Page 5
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policy and stated that adjusting the allotment for a one-off project seems worthy of discussion. He is
concerned about future exceptions to the water budget.

Member Sischka stated that the exception depends on the project's value to the city. This
Subcommittee is not being asked to approve the efficacy of the project; however, the value of this

project and the revitalization of the mall says perhaps this Subcommittee needs to consider a one-off.

Member Montoya responded that a mechanism exists for that to happen; he is not saying to shut the
door on it, but there needs to be a robust conversation and assurance that the city is going through
the prescribed process.

Member Sischka replied that staff is not asking the Subcommittee to approve water today. Instead,
staff is informing the Subcommittee that another 20 AFY is necessary for the next water budget
cycle.

Member Montoya disagreed and stated that staff is asking the Subcommittee to increase the water
budget for residential by more than half.

Chair Rusing asked the Subcommittee their opinion on the rollover of excess acre-feet from the

previous year, which was considered when Council passed the water budget but never solidified. She

added that she is pleased with the commercial water budget, as there was some concern that it would
squelch the commercial community, but it has not had that effect. She commented that the Palmer
project would blow the water budget and that increasing the water budget defeats the purpose of
having a water budget; there needs to be a compelling reason to increase the water budget for a
project. She would like to create a nexus between workforce housing and water. She suggested
decreasing the number of units or establishing a certain percentage of workforce housing deed
restrictions, such as 25% less market rent. She disapproves of increasing the water budget for
another run-of-the-mill apartment complex.

Member Montoya responded that rollover is worthy of consideration, especially given the previous
year's unused amount. He asked staff if the Mayor's Commission on Water Policy Review &
Monitoring has considered this option yet. He added that one concern during the water budget
adoption was that it would scare people away from undertaking developments like this one, and he
hopes that is not the path the city is going down. Rather than a one-off adjustment to the water
budget for the Palmer apartments, which sets a precedent, there needs to be a conversation amongst
the seven Council members.

Member Sischka asked the Subcommittee members if rewording the recommended action to
"forward to Council for consideration™ is acceptable.

Chair Rusing stated that a nexus for workforce housing is important; if not, there will be no
workforce housing. She added that staff needs to work with a private partner and asked if the
Palmers are local. She hopes they are stakeholders who want to invest in Prescott and are amenable
to negotiations.

Council Subcommittee on Water Issues Meeting Minutes — Page 6
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Member Montoya replied that he approves of the reworded recommended action language, adding
that a study session needs to be quickly scheduled so staff can move forward with the water budget.
He said that there is market demand for these types of projects. He is not pushing back because he
doesn't like the project; he only wants to ensure that the process established for these situations is
utilized.

Mr. Couch commented that agreeing to continue with 25 AFY for the next six (6) months' water
budget and handling the Palmer apartments project through an appeal process is reasonable. Another
reasonable approach is to appropriate more water for the next six (6) months, knowing that it is in
the queue. He added that an unintended consequence of the water policy as written is that when an
appeal is granted, it is unclear whether that exception in and of itself increases the water budget.

Chair Rusing commented that a one-time exception should be allowed if it is compelling and
benefits the community.

Mr. Couch responded that in this situation Council could interpret the water policy in two ways.
One, Palmer apartments is first in the queue and is approved through the appeal process. Therefore,
no other applicant will receive water until July 2023. Two, by approving the appeal, there is no
impact on the water budget, leaving 25 AF available for other projects in that six (6) month period,
which he feels is the more reasonable approach.

Chair Rusing stated that approving the extra water gives up negotiation leverage; the applicant needs
to convince Council that this is a worthy project then maybe last year's excess can roll over to this
project.

Member Montoya commented that when the appeals process was incorporated into the water policy,
he thought its intent was the second option presented by Mr. Couch; the first option seems draconian
and inappropriate. He feels that Council should discuss the appeals process and amend the water
policy if needed to clarify the appeals process further. He hopes that the Mayor's Commission on
Water Policy Review and Monitoring can be a vetting process for the Council to review these issues
and encourages staff to address Council regarding the rollover of unused water from previous years'
budgets.

Mr. Couch replied that he agrees that clarifying the appeals process is a worthy conversation for
Council.

Chair Rusing commented that the purpose of the water budget and the water policy is to promote
sustainable, reasonable growth that values the community. She does not recommend increasing the
water budget and would prefer to keep it as is; however, if it is decided to increase the water budget
in the future, conversation, negotiation, and leveraging need to occur.

MOTION BY CHAIR RUSING TO FORWARD THE RESIDENTIAL AND NON-
RESIDENTIAL WATER BUDGET FOR JANUARY TO JUNE 2023 WITH NO CHANGES
FROM LAST YEAR; MOTION FAILED DUE TO LACK OF A SECOND.

Council Subcommittee on Water Issues Meeting Minutes — Page 7
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Member Montoya stated that he is more inclined to recommend moving forward in a capacity to
have a discussion. He is not in favor of shutting the door on an increase. He would like to include the
appeal process and the budget rollover and prefers the recommended action language that Member
Sischka proposed.

Chair Rusing replied that there could be a discussion and that the door is still open to a worthy
project.

MOTION BY MEMBER MONTOYA TO FORWARD THE PRESENTED RESIDENTIAL
AND NON-RESIDENTIAL WATER BUDGET FOR JANUARY TO JUNE 2023 TO
COUNCIL FOR CONSIDERATION; SECONDED BY MEMBER SISCHKA: PASSED [3 -
0].

C. Presentation and Discussion Regarding Monthly Update for PFAS Sampling at the City of
Prescott's Water Production Wells.

Utilities Manager Steve Olfers provided the Subcommittee with the monthly update for PFAS at
Prescott's water production wells stating that there have been no changes with the November
samples. All samples are staying within a standard deviation and staying within expectations. Only
operational wells were tested in November due to issues getting sample bottles. Chino well four (4)
continues to be the primary well and reads as non-detect for PFAS. Chino well two (2) is used as a
pickup for demand and is reading at 3.2 ppt (parts per trillion). Using these wells together, the
combined average PFOS/PFOA is a non-detect.

Chair Rusing asked if the city is in a holding pattern until the MCL (maximum contaminant level)
levels come out.

Mr. Olfers confirmed and continued stating that staff is moving to quarterly samples due to cost.
Each sample costs about $1,000 to run, and the cost was not budgeted as it is an unfunded mandate.
Therefore, staff will collect samples in December and January before moving to quarterly samples
unless the proposed MCL gives staff a different sampling method.

Member Montoya asked if there is a sense of what the MCL guidance will look like.

Mr. Olfers responded that it couldn't be .0004 ppt because that is undetectable. The word is that it
will be close to the resolution limit, which may be four (4) or five (5) ppt.

Member Montoya asked if the city would have less of an issue if it came in at four (4) ppts.

Mr. Olfers responded that this is correct, adding that if it comes in at four (4) ppt, staff would have
only one (1) well to treat.

Chair Rusing asked if he was referring to the airport well.

Mr. Olfers confirmed that it would be airport well five (5).

14
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Member Montoya asked if the Utilities department would still recommend maintaining a blending
schedule if the MCL comes in at four (4) or five (5) ppt.

Mr. Olfers responded that because the well fields are separate, staff would have to take a two-phased
approach; the Chino wellfield would continue to be blended, and the airport would be treated at each
individual site. If staff continues to develop wells in the airport area, there is a possibility of a
centralized treatment system.

Member Montoya asked if that involves a centralized water system, providing a single-entry point
into the city, which would then be treated.

Mr. Olfers confirmed, adding that there are options such as everything could be pumped into a tank
at the airport level and blended from there. The problem is that the largest well has the highest
concentration of PFOS contamination, so he is unsure if that well will serve as a good blending well.

Chair Rusing asked if there were plans to test the Big Chino Water Ranch wells.

Mr. Olfers replied that staff is hesitant to do so because it is unknown which aquifer will be pumped
from in the future. Most likely, the agricultural wells drilled now are not related to the same aquifer
from which the city's public water would come. He continued stating that staff is waiting for the
EPA (Environmental Protection Agency) to come out with the proposed MCL, which will be out by
December 20 and will be followed by a 90-day comment period which will hopefully begin after the
holidays. Following that, they will take the recommendations and decide how to proceed. Finally,
there will be a release of the permanent enforceable MCL, which will be given to the city sometime
next year.

Chair Rusing asked about the status of State funding.

Mr. Olfers responded that staff has applied to the WIFA (Water Infrastructure Finance Authority)
program, so the city is ahead of schedule by being in line. The next funding cycle is July of 2023, so
staff will have a better idea as that date approaches. He added that the city would have a three-year
compliance period once the MCL is proclaimed.

Chair Rusing thanked staff for being on top of things and stated that she is 100% confident that the
city will have safe water.

This item was for discussion only, no formal action was taken

6. GENERAL ANNNOUNCEMENTS FROM STAFF
Ms. Sydow provided the general announcements to the Subcommittee.
e In late October, staff received an announcement from the Arizona Department of Water

Resources that the city's gallon per capita per day (GPCD) for 2021 is the lowest since 2006.
The GPCD has come down from 112 to 104.

Council Subcommittee on Water Issues Meeting Minutes — Page 9
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e The city's LNU (water system losses) number was also low in 2021 at 5.14%; the lowest it
has been in the last 21 years.

e The city's Long Term Storage credits has been reconciled. As of December 31, 2021 the city
has 39,411.06 long-term storage account credits, which equals 39,411.06 AF of water. In the
Decision and Order (D&O), the city pledged 2,559 AF to cover AED North and South for
753 AF and Deep Well Ranch for 1,850 AF. A total of 255.9 AF each year is placed in the
D&O, leaving a remainder of 13,818 AF usable for future development and supplies.

This item was for discussion only, no formal action was taken.

7. ADJOURNMENT

There being no further business to discuss, Chairperson Rusing adjourned the meeting at
11:06 a.m.

Cathey Rusing, Chairperson
ATTEST:

Jennifer Wiita, Deputy City Clerk

CERTIFICATION

I hereby certify that the foregoing minutes are a true and correct copy of the minutes of the Regular
Subcommittee Meeting of the Council Subcommittee on Water Issues of the City of Prescott,
Arizona, held on December 6, 2022. | further certify the meeting was duly called and held and that a
quorum was present.

Dated this day of , 2022.

AFFIX
CITY
SEAL

Jennifer Wiita, Deputy City Clerk
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MEETING TYPE/DATE: REGULAR SUBCOMMITTEE MEETING 01-10-23

DEPARTMENT: Public Works

AGENDA ITEM: Water Service Application No. WSA22-026, Submitted by Stroh Architecture,
on Behalf of Property Cirrus Industrial, LLC. Location: APNs 102-03-046, 102-03-047, 102-03-
048, and 102-03-049, Comprising 4.01 Acres, in T15N, R02W, Section 25.

ITEM SUMMARY

This water service application is for an 81,600 square-foot industrial building located in the Prescott
Regional Airpark on Cirrus Drive. The building contains 19 leasable suites.

BACKGROUND

Per the newly adopted City of Prescott Water Policy, any application that requires a water service
application also requires a Site Plan application to be reviewed by the Planning and Zoning
Commission. The intent of the Site Plan review is to ensure that all developments have functional,
well-designed, and user-oriented special requirements.

A water demand analysis was prepared by Sefton Engineering Consultants. A similar facility was used
for comparison to estimate the project’s annual water demands based on square footage of the building.
The consultant calculated the usage as follows:

Similar Site: 242,403 gallons per year / 59,557 square-foot building = 4.07 gallons per year/square
foot.

Proposed Building Space: 81,600 square feet x 4.07 gallons per year/square foot = 332,120 gallons per
year = 1.02 acre-feet per year.

Applicant has completed the following:
Pre-Application Conference: June 6, 2022

Application Received: July 19, 2022
Submitted All Documents: August 29, 2022
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P&Z Commission Meeting: December 8, 2022

Water Issues Subcommittee Meeting: January 10, 2023
Council Meeting: January 24, 2023

FINANCIAL IMPACT

N/A

Recommended Action: MOVE to recommend forwarding WSA22-026 to Council for
approval or denial

ATTACHMENTS
1.Big Sky Map.pdf
2.Big Sky Development_Area Map.pdf
3.Big Sky Development Site Plan.pdf
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1721702/Big_Sky_Map.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1725163/Big_Sky_Development_Area_Map.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1725164/Big_Sky_Development_Site_Plan.pdf
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MEETING TYPE/DATE: REGULAR SUBCOMMITTEE MEETING 01-10-23

DEPARTMENT: Public Works

AGENDA ITEM: Water Service Application No. WSA22-033, Submitted by Granite Basin
Engineering, on Behalf of the Tanbic Company. Location: APN 103-20-596S, Comprising 13.9
Acres, in T14N, RO1W, Section 31, SW Va.

ITEM SUMMARY

This water service application is for a multi-family residential apartment complex, comprised of 209
dwelling units, landscaping, pool and clubhouse. The project is located southwest of the Gateway Mall
adjacent to Palmer Lane.

BACKGROUND

Per the newly adopted City of Prescott Water Policy, any application that requires a water service
application also requires a Site Plan application to be reviewed by the Planning and Zoning
Commission. The intent of the Site Plan review is to ensure that all developments have functional,
well-designed, and user-oriented special requirements.

This project consists of 209 multi-family residential dwelling units. A water demand analysis prepared
by Granite Basin Engineering, using City of Prescott water demand multipliers, calculated the water
demands as follows:

209 MF units x 0.12 AFY = 25.08 AFY

2.0 acres of landscaping x 1.5 AFY =3.00 AFY
Other amenities (pool, clubhouse, etc.) = 0.92 AFY
Total Water Demand = 29.0 Acre-feet/year.

Per the 2022 Water Management Policy, Policy 14 states, "No single water service application will be
approved for water usage estimates greater than 50% of the remaining semi-annual Water Budget.
Projects that request more than 50% of the remaining semi-annual water budget may: 1. File a water
service application to be considered when the next water budget is available OR 2. Appeal the 50%
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rule. The applicant shall demonstrate the benefits to the City such as job creation, wages, sales tax,
economic impacts, or other benefits to the City. All such requests shall be reviewed by the Water
Issues Subcommittee and the Council.

On December 20, 2022 the City Council set the residential water budget at 25 AFY. This project
exceeds the entirety of the water budget and as such has submitted the attached written appeal, outlining
the benefits to the City. At the December 20th Council meeting, Council also provided clarification that
projects that appeal the 50% rule shall not be included in the water budget if they are approved.

The Planning & Zoning Commission, at its December 8, 2022 meeting, voted unanimously to
recommend Council approve this project.

Applicant has completed the following:

Pre-Application Conference: January 28, 2021
Application Received: September 8, 2022

Submitted All Documents: November 10, 2022

P&Z Commission Meeting: December 8, 2022

Water Issues Subcommittee Meeting: January 10, 2023
Council Meeting: January 24, 2023

FINANCIAL IMPACT

N/A

Recommended Action: MOVE to recommend forwarding WSA22-033 to Council for
approval or denial

ATTACHMENTS
1.21106 Palmer Apartments Site Plan-2022-09-08.pdf
2.Palmer Apartments Map Revision.pdf
3.21106 Palmer Apartments_ WSA Appeal 2022-11-10.pdf
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1721786/21106_Palmer_Apartments_Site_Plan-2022-09-08.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1722759/Palmer_Apartments_Map_Revision.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1722877/21106_Palmer_Apartments_WSA_Appeal_2022-11-10.pdf
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GRANITE S

BASIN

ENGINEERING,INC

November 10, 2022

City of Prescott
201 South Cortez Street
Prescott, Arizona 86303

Re: WSA Appeal — Palmer Apartments

At your request, we have prepared this appeal for the Water Service Agreement (WSA) required for the referenced
project, in accordance with the City’s 2022 Water Management Policy. According to the water demand analysis, the
projected annual water demand for Palmer Apartments is 29-af. Based on the relative size and projected annual

water demand for the project, an appeal is necessary since the WSA request is expected to be greater than 50% of

the remaining semi-annual Water Budget. According to Water Budget: Policy 14, the 50% rule may be appealed, and
“...the applicant shall demonstrate the benefits to the City such as job creation, wages, sales tax, economic impacts,

or other benefits to the City.”

Based on our estimates, this project offers tremendous benefit to local businesses and the City of Prescott, both
during and after construction. Economic impacts of the project are summarized below.

City Impact Fee's Est.
Excise Tax (2.75%)
Est. Annual Property Tax

TOTAL

Recurring Tax at Stabalization

Average Net Worth (3-Mile)

Winfield Average Age
Winfield Average Income

If Palmer Average Income was

Total Yearly Income Living at Palmer
Potential Prescott Income Tax (4.2%)
Average Tax Bracket (24%)

836,000.00
159,779.29
137,360.00
1,133,139.29

297,139.29

962,964.00

49
108,000

75,000
15,675,000
658,350.00

3,762,000.00

Supporting documentation for the economic benefits created by Palmer Apartments, both construction and

stabilized, are enclosed herewith.

Sincerely,

ﬂ%w

Davin Benner, P.E.

Enclosures: NHMC & Supporting Documentation (46 pages)

1981 Commerce Center Circle, Suite B

| Prescott, Arizona 86301

Phone: 928.717.0171

Fax: 928.717.0181
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STATE

Arizona

Economic Impact

The combined contribution of apartment construction, renovation and repair, operations and
resident spending to the metro economy.

Construction $57,121,876
Renovation & Repair $507,436
Operation Expenditures $1,368,810
Resident Spending $38,119,152
Total Economic Impact $97,117,274

Impact from Tax Revenue

Operation Expenditures $254,680
Resident Spending $3,905,360
Total Impact from Tax Revenue $4,160,040

Employment Impact

The total number of jobs supported by apartment construction, operations, and resident
spending within the metro economy.

Construction 289
Renovation & Repair 3
Operations 3
Resident Spending 219
Total Jobs Supported 514
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STATE

Arizona

Economic Impact

The combined contribution of apartment construction, renovation and repair, operations and
resident spending to the metro economy.

Renovation & Repair $507,436

Operation Expenditures $1,368,810

Resident Spending $38,119,152
Total Economic Impact $39,995,398

Impact from Tax Revenue

Operation Expenditures $254,680
Resident Spending $3,905,360
Total Impact from Tax Revenue $4,160,040

Employment Impact

The total number of jobs supported by apartment construction, operations, and resident
spending within the metro economy.

Renovation & Repair 3
Operations 3
Resident Spending 219
Total Jobs Supported 225
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EXECUTIVE SUMMARY

This report summarizes the methods and findings of a study that was conducted by Hoyt Advisory Services
on behalf of the National Apartment Association (NAA) and the National Multifamily Housing Council
(NMHC). The study explored the impact the apartment industry had on the US economy in 2013 and 2016.

Four different types of industry expenditure (activity) were identified and separately analyzed in order to
fully capture industry impacts. They are:

A. Construction of new rental units;

B. Expansion, renovation and repair of existing properties;
C. Property operations and maintenance activities; and
D. Spending by renting households

Key Findings - US
The apartment industry has a large and growing impact on the US economy.

« In 2016, it generated over $3.4 trillion of national economic output and supported 17.5 million US
jobs. This represents almost 19% of total GDP (in nominal dollars) and 12% of the employment
growth for that year, up from 17% and 11% shares, respectively, in 2013.

e Over 88% of total industry impacts -- $3.0 billion of economic activity and 16 million jobs -- were
generated by renter household spending (Segment D).
Impacts directly attributable to the apartment industry (Segments A through C) totaled $394
billion and 1.43 million jobs.

e All four industry segments posted very strong growth over the 3 years studied, led by resurgent
constructionactivity: theimpactsfromnewapartmentconstructionalmostdoubledbetween2013and2016.
In aggregate, economic impacts from all 4 segments expanded by 21% and employment impacts by
16%.

e Six economic and demographic factors were important drivers of impact growth across the 4
industry segments: population and employment growth, rental share of the total housing stock (tenure
split), size and growth of the rental stock’s 5+unit segment, renter household income gains, and
average effective rent growth.

State and Metro Results

Subsequent rounds of analysis were conducted for the 50 states and the District of Columbia as well  as
for 50 major metropolitan areas. Results at each geographic level exhibited the same pattern, i.e.,
significant economic and job impacts with robust growth over the 3-year study period.

* In all, the 50 states+DC (Sum of States, or SOS) generated $2.95 trillion of economic impacts
and 14.2 million jobs in 2016. SOS impacts increased by 21% ($518 billion in output) and 15% (1.86
million jobs) between 2013 and 2016.

e Our 50-metro cohort contributed $2.05 trillion and 9.2 million jobs in 2016 — up 19% ($329 billion)
and 12% (949 thousand jobs), respectively, from 2013. The sum of metro (SOM) totals represent more
than 60% of total US impacts for both categories.

* The performance of individual states and metros was tied to the six impact growth drivers that we
identified for the US as a whole. In general, the largest states and metros dominated impacts in absolute
terms but — with a few exceptions — posted average or below-average growth relative to their peers.
On a percentage growth basis, several mid-sized states and metros that have attracted an outsized
share of post-recession population and economic gains top their group rankings.

A description of the study methodology and data sources is provided in the following pages, followed by
a discussion of study findings at the national, state, and metro levels. The states and metros are also
ranked for their performance in generating apartment industry impacts. Their performance is also analyzed
in the context of the demographic and economic variables that drive industry impact growth.
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INTRODUCTION

Nearly 40% of all US households live in rental units, which play a crucial role in the nation’s residential
infrastructure. After decades of relative stability, the rental share declined steadily between 1995 and 2004
as a rapidly expanding secondary mortgage market and aggressive lending produced a surge in
homeownership. Rising delinquencies and higher mortgage rates began to stem this trend in the mid-
2000’s. The Great Financial Crisis brought declining ownership and increasing renter-ship which persisted
until mid-2016. Most recently, the rental share has begun to decline again. Government, academics, and
industry leaders are paying greater attention to the rental half of the housing market to understand whether
a new national renter / owner equilibrium may be emerging.

Renter HH Share of Total US HHs (Pct)
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This study was conducted on behalf of the National Apartment Association (NAA) and the National
Multifamily Housing Council (NMHC) to better understand the role and the importance of the apartment
industry in the United States. Specifically, the project was designed to identify the data sources and
develop the tools and techniques that would permit a comprehensive quantitative estimate of the
industry’s impact on the US economy. Estimates of economic impacts were also prepared for the 50
states and District of Columbia and for 50 major metropolitan areas.

Our analysis estimates and compares industry impacts for two years, 2013 and 2016. The industry is
defined for study purposes as rental properties containing 5 or more (5+) occupied units. As of 2016, this
comprised approximately 20% of the total occupied US housing stock and 52% of all occupied US rental
stock.
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. Study Methodology

We employed input: output analysis for the study to separately estimate the direct, indirect, and induced
multipliers for four identified apartment industry segments. The resulting multipliers were then used to
calculate the total economic and employment impacts of spending in each segment, or category, for the
two study years. These four segments are:

a. Construction

b. Renovation & Repair

c. Facilities Marketing & Operations/Management

d. Renter Household Spending Calculation of Multipliers

Calculation of Multipliers

The input-output approach involves the construction of relatively detailed representations of the flows  of
goods and services among industries. It is particularly useful when estimating the importance to the
economy of specific activities, as purchases made in the pursuit of these activities reverberate through all
industries.

National input-output tables computed and published by the US Bureau of Economic Analysis (BEA)
provided the data needed to compute multipliers for apartment sector activity. This “follow-the-money”
approach offers a rich perspective on the total contribution a single industry provides to the US economy
as a whole.

The starting point for input-output analysis is an estimate of the total “output” of an industry segment. These
were generated separately for our 4 categories of activity in 2013 and 2016. For each category, or segment,
we calculated an estimate of the purchases it makes from every industry listed in an input-output table. Once
identified, computing the relevant estimate for the influence of the industry on the economy involves
estimating three varieties of impacts: direct, indirect, and induced. The total economic multiplier for each
segment is the sum of the direct, indirect and induced impacts from its annual expenditures

A final multiplier, the employment multiplier, converts the economic impact in dollar terms to an equivalent
employment impact. Employment multipliers range widely (from less than 1 to over 80) depending on the
contribution of labor to industry output and on the industry’s compensation per employee. The employment
multiplier for the lodging sector, for example, is very large, reflecting that industry’s service orientation and
its reliance on low-skill employees for housekeeping services. On the other hand, the financial services
industry, with many high-skill and highly paid employees, has a low employment multiplier. After computing
economic impacts by industry, we applied the individual industry employment multipliers and summed them
to obtain the total employment impact multiplier for that industry.

Multipliers were then prepared for:
» All 50 states + the District of Columbia and
* 50 primary US metropolitan areas

Calculation of regional multipliers for the 50 states + DC and for 50 selected metro areas involved modifying
the national BEA table for differences in the selected geography’s industry mix. Each state and metro
multiplier is unique, reflecting its industry mix, local compensation rates, and the extent to which it fulfills
local demand for goods and services internally or relies on imports. The national input-output models were
adjusted for the 2013 and 2016 study years using a process modelled after BEA’'s RIMSII system’; these
were then used to estimate individual state- and metro-level multipliers for each year.

'Bureau of Economic Analysis, Regional Input-Output Modelling System: Estimation, Evaluation and Application of a
Disaggregated Regional Impact Model — RIMS II, NTIS, April 1981.
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Estimation of Impacts

The US government provides a wealth of detail about economic activity at the national level. Coverage of
regional statistics is narrower, however, so one important change in the methodology for subnational work
involves sourcing data inputs that permit development of impact estimates for each apartment industry
segment. We conducted a search to identify data sources that (1) accurately captured revenues and
expenditures for all four segments, (2) covered the desired time interval, and (3) included all of the desired
geographies, with the additional caveat that all metro-level data used consistent definitions of each metro’s
geographic extent.

The data and analyses ultimately employed are outlined in Appendix C; Appendix D lists the study data
sources more fully.

A Note on Tax Impact Calculations.

This study includes the use of direct, indirect and induced multipliers to estimate the impact of tax revenue
from apartment op ex and from renter spending. However, precise calculation of the appropriate multipliers
would require estimates for the unique tax rates applicable to each of the 71 input-output industries used
in multiplier calculation for every geography included in this study. Such an effort is beyond the scope of
this work. Instead of developing tax multipliers at each geographic level, we assume that the tax rates
applicable to the apartment industry that were derived from NAA survey responses (Category C) and from
the BEA Consumer Expenditure Survey (Category D) are representative of the average tax rate paid by all
industries and all residents within that geography (state or metro). We believe this assumption provides a
better estimate of total tax revenue impacts arising from apartment operations and from renting households
than would applying no multiplier at all.
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Il. Findings

Economic Backdrop

The economic backdrop of our 3-year study period (2013-2016) provides an important context for
understanding the results of our apartment impact analysis. The United States suffered a severe, housing-
focused recession in 2008-09. Often called the Great Financial Crisis (or GFC), it was the country’s worst
downturn since the Great Depression of 1929. Unlike past recessions, all regions and all industries were
affected. The global economy turned down as well.

In all, real GDP fell by -4.0% and the economy lost more than 8.6 million jobs. The Federal Reserve adopted
a series of highly accommodative and in many cases unprecedented monetary policies in order to stabilize
then restore growth. These included slashing the federal funds rate to zero and undertaking three rounds
of quantitative easing.

Trends, US Real GDP & Employment Trends, Annual US CPI & 10-Yr Treasury
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US GDP resumed growth in July 2009, but job growth did not turn positive until early 2010, exhibiting its
typical pattern of lagging GDP trends by several months. Both have continued to expand over the
intervening decade. If the recovery extends beyond June of this year, it will become the longest expansion
in US history. Unlike the GFC, however, recovery has been unevenly distributed, with certain industries —
primarily energy and tech -- and regions leading the way.

The composition of this ~10-year upcycle has been unusual, combining

*  Modest and uneven GDP growth, averaging only 2.3% per annum — about half the rate of the
typical post-WWII recovery -- yet

»  Strong, sustained employment gains exceeding 2.0 million new jobs per year.

The national unemployment rate has fallen from a recessionary peak of 10.0% to almost 3.5% today (a 50-
year low), and employers have more openings than there are job seekers to fill them. Despite very strong
labor market conditions, average wage growth has been moderate, inflation remains tame, and interest
rates continue to be low.

Our analysis compares the contribution that the apartment industry made to the US, state, and 50 major
metro economies in 2013 and 2016. 2013 was relatively early in the recovery, with some regions not yet
registering improvement. By 2016, however, virtually all states and metros were participating in the
expansion. Results for these two years reflect the shift in conditions that was taking place. Impact Drivers.

Impact Drivers

Our analysis has shown that several economic and demographic factors determine the size and drive the
growth of apartment industry impacts.
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They include:

* Population size and growth

+ Size and growth of the employment base

*  Housing tenure split (owner/renter) and changes over time

« Size and growth of the 5+unit segment of the rental stock

* Level and growth of the median income of renting households

+ Level and growth of average per unit effective rent for 5+unit properties

Although all of these factors contribute to the results, we found that some are more important than others
for individual industry segments and/or geographies (i.e., state versus metro). These relationships may shift
over the course of an economic cycle. The following discussion of findings for individual segments
incorporates some perspectives on those variables which made key contributions over our 2013-2016 study
period.
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1. Impacts at the National Level

In 2016, the US apartment industry contributed a total of $3.4 trillion to US GDP and generated
17.5 million jobs, gains of 21% and 16%, respectively, from 2013.

US Apt Industry* Economic Impacts, 2013-2016 US Apt Industry* Job Impacts, 2013-2016
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The industry contributed 18.6% of total GDP in 2016, up from a 16.6% share in 2013 (measured in nominal
dollars). Its employment impacts comprised 11% of total US jobs in 2013, edging up to 12% by 2016.

Because of robust 2013-2016 gains, the industry increased its share of both output and employment
between 2013 and 2016, supporting 45% of US GDP growth and 29% of total job growth over this 3-
year period.

Summary of Economic/Employment Impacts -- U.S.
by Industry Segment/5+ Unit Apartment Properties

2013 & 2016
SEGMENT IMPACT 2013 | 2016
Economic Employment Economic Employment
Impact (Bil of Impact (No. of Impact (Bil of Impact (No. of
Industry Segment Uss$) Jobs) uss$) Jobs)

a Construction $85.11 441,440 $150.13 752,36

06 19

) SR . SO, | [ -, SOOI I . 1/, = ) 4
b Renovations & Repailr (RAR) 4

Cs e
Average of RAR, Cap E $46.26
¢ Op Ex, NAA Universe $142.55 $175.23
a-c Sum of Impacts $273.92 967,302 $394.20 1,433,372
d Renter Household Spending $2,642.33 14,147,746 $3,008.76 16,046,312
TOTAL IMPACT, ALL SEGMENTS $2,816.26 15,116,048 $3,402.94 17,479,684
¢ Tax Portion of Op Ex $42.51 86,918 $68.04 112,943
% of Category Impact 29.8% 29.8% 33.1% 33.1%
d Tax Portion of Renter Spending $165.09 918,711 $360.84 1,871,116

% of Category Impact 6.5% 6.5% 11.7% 11.7%




In both years, renter spending (Segment D) dominated the economic and employment impacts in absolute
terms. Although much smaller, the new construction segment (A) posted the strongest 3-year rate of growth
of the 4 segments analyzed.

US 2013 - 2016 trends for our 6 impact drivers are:

1.
2.

A 7.0 million total gain (+2.2%) in population, forming 2.6 million new households

Notably, employment growth exceeded population gains: the economy added almost 8.0 million new
jobs, an increase of 5.8%, supporting new household formation and boosting rental demand

While total occupied rental stock posted only 3.3% growth between 2013 and 2016, the number of
occupied 5+unit rentals rose 6.7% -- twice as fast -- over this period. This implies a market shift in favor
of larger, professionally-managed rentals.

This 3-year gain of 1.45 million occupied 5+ unit rentals translates into a 70 basis-point increase
(+0.7%) in the segment’s market share, magnifying the impact of its growth.

Median annual income for all renting households in the US increased 8.4%, to $35,200, during the 3-
year study period, almost double the 4.3% growth reported for the “all household” median. This
combination of above-average gains in the number and the incomes of 5+ unit renter households
translated into 19% growth in their expenditures.

Average effective rent for 5+unit properties in the US appreciated by 13.6%, to $15,168 per annum,
underpinning healthy revenue growth for the industry in the wake of flat to declining rents during the
GFC (2008-2009). Although rental gains were well above inflation once the recovery gained traction,
average growth for the 10-year period ending in 2016 was a moderate 2.5% per annum.

US 5+ Apt Vacancy & Rent Trends 2000-2018
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Source: CoStar State Reports

The importance of the individual variables differs by industry segment, and provides a framework for
understanding the patterns of growth for each segment over time. The national level statistics also provide
benchmarks against which the performance of individual states can be measured. The market context for
apartment construction approaching 2013 was rapid, steady recovery, while the context in 2016 was peak
activity consistent with its high sensitivity to the economic cycle.
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A New l
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Construction of buildings with 5+ units intended for the rental market comprises the lion’s share of
multifamily activity. Our estimate, based on Census Bureau data, is that 5+rentals comprised an 88% and
89% share of total multifamily construction in 2013 and 2016". In real terms, the pace of activity by 2016
was 82% above 2013’s early-recovery level. Multifamily construction has tapered slightly sincethen.

The economic impact calculated for the new construction segment grew by an outsized 104%
between 2013 and 2016, to $106 billion -- the strongest gain in percentage terms among the 4
industry segments. Despite its out-performance, new construction remains third largest of the 4 segments
with a <5% share of total impacts.

The labor-intensive construction segment also posted the strongest growth in employment impacts. The
total number of jobs supported by spending on new rental construction rose from 0.26 million in
2013 to 0.50 million in 2016 — an outsized 94% gain. Construction’s contribution might have been even
stronger; labor shortages have plagued the industry since early in the recovery, constraining its growth.

Most of the cyclical variation in spending traces to buildings with 20+ units that are intended to be rental
properties. Direct spending in this subcategory doubled between 2013 and 2016, from $19.3 billion to
$39.5 billion. Construction of smaller multifamily structures in buildings with 5 - 19 units rose by 42%, to
$22.5 billion.

Construction spending per unit has been relatively stable since 2012, at about $8,500 per month, while the
average project construction period has been 10 - 12 months over the past 5 years. Spending declined in
the late 2000’s, bottoming in 2010 at $7,000 per unit per month. Many development projects slowed or
suspended activity due to the recession, stretching the average construction period to 12 - 15 months.
Relatively stable construction wages account for much of the variability in construction costs during this
time. The lack of strong wage growth in the early years of the recovery figure importantly in this stability.

Three of the 6 impact drivers were most significant for the 3-year performance of the new construction
segment. They are, in order of importance, growth in (1) employment and (2) effective rents for 5+ unit
properties, followed by (3) population expansion.

"Housing completions: US Census Bureau, New Residential Construction, monthly. Rental proportion of the
multifamily housing stock: US Census Bureau, American Housing Survey, bi-annually.
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B Renovations and Improvements
/ Capital Expenditures (cap ex)

Real Repair Expenses vs. Vacancy Rate
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During this interval, about half of the state vacancy rates rose for units in buildings with 5 or more units and
about half declined. The historical relationship between expenditures and vacancy rates is complex. It
seemed to involve hysteresis effects (i.e., a different functional relationship during periods of rising vacancy
rates than during periods of falling vacancy rates). We have incorporated this effect into our estimates.
Intuitively, rising vacancy rates tend to trigger higher expenditures in this category as owners compete more
strongly in local markets and tend to decline during periods of falling vacancy rates as competition for
tenants’ wanes. On average, the vacancy rate rose by 0.1 percentage points, contributing slightly to
increased spending in this category at the aggregated state level (SOS, or Sum of States). We found
considerable variation among states, with about half posting vacancy rate declines between 2013 and
2016 and half experiencing increases.

Although capital expenditure spending (cap ex) is included in NAA’s annual Survey of Income & Expenses,
it is a form of property renovation and repair; we therefore incorporate it into our Segment B impact
calculations. Cap ex escalated significantly between 2013 and 2016. Residential housing renovation
and repair multipliers (distinct from residential construction multipliers, but similar in action) are employed
when calculating capital expenditure (cap ex) impacts, producing an outsized result despite the
subcategory’s comparatively modest size:

e At $58.5 billion, cap ex’s 2016 economic impact was 68% above its 2013 level.
e The 0.26 million jobs it supported represents a 55% increase from 2013.

No single measure stood out as a primary driver of growth for the industry’s renovations / cap ex segment.
However, 4 of the 6 variables demonstrated a moderate correlation with its 2013-2016 impact gains. Growth
in 5+ unit inventory, bolstered by gains in the 5+ unit share of the rental market, was most influential,
followed by increases in employment and in effective rents for 5+ unit properties.
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C. Industry Operating Expenditures (op ex)

Apartment property operating expenses (op ex) for the nation’s 5+ unit market generated $175
billion of economic activity and 0.34 million jobs in 2016 — up 23% and 17%, respectively, from their
2013 levels. Op ex is the second largest generator of economic impacts among the industry’s four
segments, but ranks third (behind new construction) for employment impacts because of its significantly
smaller employment multipliers.

The growth drivers that underpinned the op ex segment’s strong performance between 2013 and 2016
were -- in order of importance — effective 5+ unit rent growth, employment gains, and increases in the
number of occupied 5+ rental units and in the 5+ share of the overall rental market. As with Segment B, all
of these variables’ effect on op ex was moderate; there was no dominant driver of impact growth for
Segment C.

The tax expenditure category within the op ex segment was evaluated separately as part of our analysis.
Taxes are by far the largest of NAA’s 9 op ex categories, comprising 33% of 2016’s $348 billion
spending total.
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* Tax's share of total spending has risen 330 bps, from almost 30% to 33% of operating expenses, over
the last 3 years — likely a reflection of the rapid run-up in apartment property values and the focus on
constructing luxury product in city cores during this expansion.

* An estimated $58 billion in total economic activity is attributable to the industry’s 2016 tax
payments — a 36.5% gain since 2013.

* Industry tax payments also supported 0.113 million jobs in 2016, 30% more than in 2013.

No other op ex category approached these rates of growth over our study period.

D. Renter Household Spending

Spending by US households living in 5+ unit apartment properties generated $3.0 trillion of
economic activity and 16.0 million jobs in 2016 — up 18% and 13%, respectively, from 2013. Of our
four industry segments, renter spending generates by far the greatest economic and employment
impacts, with a ~90% share of the all-segment totals.

Primary drivers for Segment D impacts are growth in occupied 5+unit rentals and in the 5+unit share of the
overall rental market. These two variables exhibit strong correlations with segment impact gains, of 0.82
and 0.68 respectively. Growth in population and in renter household income are moderate influences.
Although segment multipliers for both output and employment declined slightly between 2013 and 2016, an
expanded 5+ unit renter pool coupled with robust across-the-board expenditure growth resulted in
significantly higher economic impacts from this industry segment despite its large size.
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Four categories captured 75% of renter spending in 2016: housing (34%), transportation (16.5%), food
(13%), and taxes (12%). Of these, transportation’s share declined (from 17.5%) and taxes’ share almost
doubled (from 6.5%) between 2013 and 2016, while the share of household spending devoted to housing
and food were unchanged. Notably, $350 billion in economic activity and 1.87 million jobs are
attributable to our target population’s 2016 federal, state, and local tax payments — more than double
their 2013 totals ($165 billion and 0.92 million jobs).

The next section is devoted to a discussion of apartment industry impacts for the 50 states and District of
Columbia. The analysis focuses on the total economic and employment impacts that have been estimated
for each state in terms of absolute size and 3-year growth. Consideration is given to the differences in
performance of individual states, relative to one another and when compared with the US benchmark, and
reasons for these disparate outcomes are explored.
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2. Economic/Employment Impacts, 50 States + District of Columbia

In 2016, the 50 states and District of Columbia (SOS, or Sum of States) generated $2.94 trillion in
output and 14.2 million jobs. These figures represent increases of 21.5% and 15.0%, respectively,
from 2013 levels.
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SOS impacts are slightly smaller than their US counterparts (by ~15-20%) because the US benefits from
“interstate impacts” that are not allocable to individual states. Hence, US multipliers are slightly larger and
calculated impacts higher than the comparable SOS totals.

Economic and employment impacts, by year and by state, are depicted graphically on the two pages that
follow; the underlying impact figures are provided for all states plus the District of Columbia, by category
and by year, in Appendix A.

Summary of Economic/Employment Impacts -- Sum of States
by Industry Segment/5+ Unit Apartment Properties
2013 & 2016
SEGMENT IMPACT | 2013 | 2016

Economic Employment Economic Employment
Impact (Bil of Impact (No. of Impact (Bil of Impact (No. of

Industry Segment Uss$) Jobs) US$) Jobs)
a Construction $52.20 257,850 $106.71 500,792
b Renovations & Repair/Cap ex $35.88 169,197 $52.27 236,222
¢ Op Ex $136.90 247,098 $168.36 286,235
la-c Sum of Impacts $224.98 674,145 $327.34 1,023,249
d Renter Household Spending $2,198.50 11,639,352 $2,613.81 13,154,451
TOTAL IMPACT, ALL SEGMENTS $2,423.48 12,313,497 $2,941.15 14,177,700
¢ Tax Portion of Op Ex $40.83 72,050 $55.79 93,505
% of Category Impact 29.8% 29.2% 84.7% 259.8%
d Tax Portion of Renter Spending $142.65 743,567 $304.31 1,484,749
% of Category Impact 6.5% 6.4% 11.6% 11.3%




2013 Econ Impacts by Category - 50
States+DC (Bil$)
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2016 Econ Impacts by Category - 50
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The Multiplier Effect.

The economic multipliers calculated for each state capture the total impacts of direct spending by each of
the four segments of the industry on all other industries and on households. They depend on many factors
including the nature of direct purchases made by a segment, the degree of diversification in the state among
all industries and the typical wage level by industry in the state. The combined effects of these factors create
unique values for the multipliers.

As multipliers tend to reflect the organization of the entire state economy, they evolve slowly over time.
Shifts, when they do occur, arise from changes in the relative prices of products and services, changes in
the productive capacity of individual firms and industries within the state, and the entry and exit of
establishments. These trends, in turn, depend on the size and depth of demand for local products and
services, the price sensitivity of local establishments to local products and services compared with those
offered by establishments outside of the state, and the evolution of tastes and preferences by local
consumers.

The scatterplots below depict the distribution of implied total apartment industry multipliers for all of the
states — i.e., the aggregate effect of each of the four industry segments on the state economy relative to
the sum of the impacts generated by each segment.

In general terms, state multipliers and associated impacts differ in three major respects:

1) They vary enormously in scale. The total impacts by state for 2016 ranged from a high of $499 billion in
California to only $2.2 billion in Wyoming. Hence, the impact of the apartment industry in California is more
than 200 times larger than it is in Wyoming.

2) The state economies vary importantly in their degree of diversification across industries. States with
highly diversified economies benefit relatively more from the impact created by local activity by supplying
locally more of the input goods and services each industry must purchase. These states have larger impact
multipliers. Industries and households in less diverse states must import relatively more goods and services
because their local industries are insufficient to supply all of the local demand.

3) The relative wage level is important for employment multipliers. States with low wages relative to output
or those with more labor-intensive industries (which often leads to lower wages per employee) tend to
produce higher employment multipliers. A $10 per hour wage rate employs twice as many workers as a
$20 per hour wage rate for the same total expenditure. Low wage rates therefore result in higher
employment multipliers.

Total Econ. Impact Multiplier by State Employment Impact Multiplier by State
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The above charts provide a comparison of the total dollar economic multipliers (aggregate of the four
segments) and the employment multipliers for each state, plotted against their 2016 total dollar impacts.
Within each chart, total estimated impacts increase from left to right along the x-axis, while the size of the
states’ multipliers rises along the y-axis, from bottom to top. Each chart is divided into quadrants with lines
placed at the average SOS values for the total impacts (vertical line) and the multipliers (horizontal line).
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In the Total Economic Impact Multiplier chart, most states fall in either the upper-right or the lower-left
quadrant. This reflects the reality that as populations increase, economies can generally provide an
increasing proportion of local demand for products and services, requiring fewer imports. These
economies benefit most from apartment-industry spending because a larger share of local
expenditures remain within the local economy, reverberating throughout its industries and passing
along more economic demand locally. Smaller states, and those that are less diverse, benefit less from
local apartment-industry expenditures as proportionally more of that spending goes to establishments
outside of the region. This reduces the multiplier effect of local spending in smaller and less diverse states

States with the largest impacts and the largest multipliers appear in the upper right quadrant. Large states
like California, New York, Texas and Florida, largely because of their size, enjoy well-diversified economies
and are able to retain a greater share of apartment-industry spending within their borders. Some mid- sized
states like Missouri, Georgia and lllinois also enjoy large impact multipliers. All three host important
economic “centers” such as Chicago, Atlanta, and St. Louis; these centers support broad-based regional
economies that extend beyond state borders. Some smaller states like Utah and Maine also benefit from
geographic influences. Because of its remote location, Maine has a relatively self-sufficient economy and
Utah, because it hosts the largest metropolitan area between the Sierra Mountains on the west and the
inland Rocky Mountains on the east, functions as the regional center for that part of the country.

Very sparsely populated states like Wyoming, Alaska, Vermont and New Mexico rely relatively more than
other states on imported goods and services. States that are geographically small but densely populated
— examples are Connecticut and the District of Columbia -- lie within a much larger trading region. For such
states, both imports and exports tend to be larger in absolute terms; as a result, consumer-focused local
industries like the apartment industry tend to have lower multipliers.

Finally, states with highly specialized economies like Nevada and Washington also tend to have low
multipliers. Because a relatively large share of their local workforce focuses on providing exported goods
and services (Nevada — lodging and amusements; Washington — aircraft manufacturing and high-tech
industries), these economies import relatively more goods and services for their own consumption.

The chart of employment multipliers presents a mirror image of the economic impact chart, with states
clustered in the upper left and lower right quadrants. The pattern differs due to variations in the level of
compensation per employee in each state. States with high wages, like California and New York, tend to
have somewhat lower employment multipliers, while those with low wages, such as West Virginia,
Mississippi and Maine, tend to have high multipliers. Florida appears in the upper right in this chart because
of its diversified economic base and its relatively low-wage status. Florida hosts several large consumer
services industries (tourism, hospitality, and health care) which tends to increase the size of its low wage
employment. States appearing in the lower left quadrant of this chart have narrow industry mixes (Hawaii,
Wyoming, DC), high wage rates (Connecticut, Alaska), or both (New Hampshire, Delaware). DC’s low
employment multiplier reflects the relative paucity of low-wage occupations inside District boundaries. Its
high average wage rate, combined with its tendency to offer jobs to workers who reside outside of District
boundaries, greatly reduces its employment multiplier. Of the states and metros evaluated in this study, DC
is unique in having an employment base that exceeds its resident population — by a considerable 15%.

State Impact Analysis

We have ranked the 50 states + District of Columbia based on the absolute and percentage growth of their
estimated apartment industry impacts. The following analysis focuses on results from the total (i.e. “All
Segment”) impact rankings. The performances of individual states are assessed relative to their peers and
to the US (= SOS), based on the economic and demographic variables we have identified as drivers of
impact growth.

The largest states top the rankings for total economic and employment impacts in both 2013 and 2016.
Taken together, California, Texas, New York, Florida, and lllinois represent ~50% of the US apartment
industry’s total impact on the US economy, well above their 37% share of US population and employment.
Over time, faster-growing states should rise in the rankings and begin to supplant large, slower-growing
states that currently dominate. There is some evidence of this occurring even over our brief 3-year study
period. Candidates for future advancement are more sizable states that outperform on four of the key
measures that drive total impact growth.
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Percent Change, Total Impact
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These measures are, in order of importance:

Growth rate of occupied 5+ rental units. Supply growth was greatest in large states and in high growth
states. Three states — California, Florida, and Texas — added ~200,000 occupied 5+ units each
between 2013 and 2016; taken together, this exceeds 40% of the total US gain of 1.45 million.
There is a sizable gap between the top three and the next five states (New York, Washington, Georgia,
Michigan, and Colorado), each of which gained only 50 - 70,000 units.

The number of occupied 5+ rental units increased by 6.7% nationwide during our study period. On a
percentage growth basis, a few small, relatively stable states (Vermont, Rhode Island, Connecticut)
ranked highly along with strong growth states like North Dakota, Idaho, Utah and Washington. Although
5+ rental inventories in Rhode Island, North Dakota, and Utah grew by 18 — 22% between 2013 and
2016, each of these states gained only a modest number of units (12 - 20,000). A focus on large out-
performers yields Colorado, Florida, Washington, Michigan, and Texas, with 3-year growth ranging from
Colorado’s high of 14% to 9.5% in Texas. At the bottom of the list are a handful of states that registered
slight net declines in their 5+unit stock due to removal and conversion activity. They are Mississippi,
Kansas, Hawaii, Alaska, Nebraska, and Wyoming.

Increase in the 5+unit share. All else equal, a gain in the 5+unit share of the overall occupied
rental stock magnifies the economic and employment impacts generated simply by 5+unit
growth. US/SOS 5+unit rental share grew from 50.7% to 52.4% between 2013 and 2016, a 1.7%
increase. When ranked, half of the top ten states are small, with Utah’s 5.8% gain earning it the ~ #1
spot. Larger states that outperformed include Colorado (+4.8%), Washington (+4.4%), Arizona (+3.5%),
and Florida (+3.3%). Michigan, New Jersey, and Massachusetts (with 3.5% - 2.7% gains) also
performed well. Even California edged the US average despite its size and the many supply constraints
in its coastal cities. Unlike other impact drivers, highly ranked states for 5+ share appear throughout
the country. This is a reflection of the early post-recession return of healthy rental demand and
subsequent spread of rental construction activity.

Population growth. All of the top 10 states for population growth are in the West and South, with gains
ranging from a low of 4.4% in Idaho to a high of 5.6% in DC. Most significant for impact gains are
the states that combine scale with outsized rates of population growth; these include Texas,
Florida, Washington, Arizona, and Colorado. All 5 expanded at least twice as fast as the nation overall
(2.2%); Texas and Florida added more than 1.0 million new residents during our short study period.

Growth of median renter household income. Median annual income for all renting households in the
US increased 8.4%, to $35,200, during the 3-year study period. States reporting above-average
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2016 renter household income levels and strong income growth during the 3-year study period are
Washington, Colorado, and California. Georgia, Tennessee, and South Carolina are Southern states
with high median renter incomes that also rank well for recent income gains. North Dakota’s
appearance at or near the top of the rankings for all three of these measures is attributable to that
state’s rapidly-expanding, high-salary oil production industry.

Important factors for the two segments that represent apartment industry operations (B and C) include
5+unit effective rent growth and employment expansion. For renovation and overall op ex spending,
employment growth tops population as a driver of impact growth.

e When ranked by effective rent growth, all of the top ten states are located in the West or South
regions of the country. Led by the Pacific Northwest (Washington and Oregon), these states posted
robust rental gains ranging from 17.5% - 24%, well above the US/SOS average of 13.6%.

e The top 10 states for 2013-16 job creation are also clustered in the West and South. Employment
growth for these states ranges from a low of 7.5% in Arizona to a high of 11% in Nevada, versus 5.8%
for the nation as a whole. Most significant for impact gains are the states that combine large scale and
outsized rates of job growth; these include California, Florida, Georgia, Washington, and Colorado.

SOS Tax Impacts

For the SOS, $56 billion in economic activity and 0.094 million jobs are attributable to 2016
apartment industry tax payments (federal, state, and local) — up 37% and 30%, respectively, from
2013 levels ($41 billion and 0.072 million jobs). Unsurprisingly, the top-ranked states for 2016 economic
impact are the largest ones -- i.e. New York, Texas, California, Florida — plus New Jersey. Together, these 5
states claimed 68% of the economic and 60% of the employment impact totals. Southern states claim 4 of
the top 5 spots when ranked by percentage growth. After top-ranked Nebraska (with a ~100% 3-year
increase) are Oklahoma, Louisiana, Alabama, and Virginia, gains for which range from 89% to 65%. Larger
out-performers within the top ten include Massachusetts, Georgia, Florida, and Texas, with impact gains of
60% - 51%. Top-ranked states for employment impacts are similar to the list of economic impact out-
performers.

Seven states do not levy income tax and five lack a sales tax. We had expected that industry tax payments
in these states would be elevated relative to their peers, as higher rates for other types of tax might be
imposed to compensate for the lack of revenue from these sources. However, NAA op ex data does not
show such a relationship at the state level, with the possible exception of Texas. In a similar vein, California’s
Proposition 13 property tax restrictions do not appear to translate into lower industry tax
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payments as a percentage of apartment revenues. It may be that the data is not sufficiently detailed to
permit such a determination.

For the SOS, $304 billion in economic activity and 1.48 million jobs are attributable to 2016 federal,
state, and local tax payments by 5+ renter households — more than double their 2013 totals ($143
billion and 0.74 million jobs). The top-ranked states for 2016 economic impact include California, New
York, Texas, Florida, and New Jersey. Together, these 5 states claimed 56% of the SOS tax impact and
>60% of the absolute increase in tax impacts between 2013 and 2016. Unusually, they dominate the state
ranking for percentage growth as well. After #1 DC (with a 226% increase) come the tech-heavy states of
California (+182%), Washington (+152%), and Virginia (+139%). Colorado, Texas, Florida, and Georgia,
with impact gains of 135% - 122%, all fall within the top 10. Although the ranking order differs somewhat,
the pattern for employment impacts is comparable.
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3. Economic/Employment Impacts, 50 Major US Metros

Total economic and employment impacts generated in 2016 by the 50 major US metros covered in
this study (SOM, or Sum of Metros) are $2.05 trillion and 9.2 million jobs. These figures represent
increases of 19.0% and 11.5%, respectively, from 2013.

SOM Apt Industry Economic Impacts, 2013-2016 SOM Apt Industry Job Impacts, 2013-2016
$2500  |ngirect & Induced Impacts 4 Indirect & Induced Impacts
Direct Spending $2,046 12 Direct Employment
$2,000
$1,717 - 10 82 9.2
c
@ $1,500 2 3 :
2 E
@ 26
< $1,000 [}
S
4
500
$ 2
$0 0
2013 2016 2013 2016
Source: HAS Estimates Source: HAS Estimates

With ~55% of US population and employment, the SOM generated 60% of the economic and 53% of the
employment impacts generated by the nation’s apartment industry. Over the 3-year study period, growth of
SOM impacts slightly lagged that of the US on the output side (by 160 bps), but was quite a bit lower on
the employment side (by 420 bps).

Economic and employment impacts, by year and by metro, are depicted graphically on the two pages that
follow; the underlying impact figures are provided for all metros, by category and by year, in Appendix A.

Summary of Economic/Employment Impacts -- Sum of Metros
by Industry Segment/5+ Unit Apartment Properties
2013 & 2016
SEGMENT IMPACT \ 2013 | | 2016
Economic Employment Economic Employment
Impact (Bil of Impact (No. of Impact (Bil of Impact (No. of
Industry Segment US$) Jobs) Uss) Jobs)
a Construction $52.38 234,378 $95.37 396,698
b Renovations & Repair/Cap ex $28.67 122,363 $39.35 159,267
¢ OpEx $104.70 175,346 $130.09 204,200
la-c Sum of Impacts $185.76 532,087 $264.81 760,166
d Renter Household Spending $1,531.27 7,705,468 $1,781.42 8,426,643
TOTAL IMPACT, ALL SEGMENTS $1,717.03 8,237,555 $2,046.23 9,186,809
¢ Tax Portion of Op Ex' $33.01 54,644 $45.17 70,215
% of Category Impact 31.5% 31.2% 83.8% 266.5%
d Tax Portion of Renter Spending $109.07 544,269 $240.63 1,107,265
% of Category Impact 71% 71% 13.5% 13.1%

' Tax portion of Op Ex figures for 2013 and 2016 are not entirely consistent, as 2013 totals lack data for Oklahoma City,
Pittsburgh, and Sioux Falls. An “apples to apples” comparison of the two years should be made using $44.89 Bil for
economic and 69,680 for employment impacts in place of the 2016 figures in the table above. This adjustment was
made for the percentage changes quoted in the text.
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Metro-Level Multipliers

The explanation presented previously for the characteristic distribution of state multipliers also applies for
the distribution of the metro area multipliers estimated for this study.

For total economic impacts, large metropolitan areas such as New York (NEY), Los Angeles, Chicago and
Philadelphia (upper-right quadrant) tend to supply a relatively larger share of local demand for consumer-
oriented products and services than do smaller metro areas such as Little Rock, Charleston (CHW) and
Albuquerque (lower-left quadrant). For Sioux Falls (SIU), small size is offset by distance from other
metropolitan areas, resulting in an average impact multiplier. Medium-sized metro areas like St. Louis,
Louisville, and New Orleans also cluster near the SOS average.

Specialized metropolitan economies tend to have lower impact multipliers. San Jose’s extremely low
economic multiplier reflects its strong tech industry concentration as well as the readily accessible products
and services from the adjacent San Francisco/Oakland metro area. Other specialized metro areas like Las
Vegas (tourism), Seattle (aerospace and tech), Washington DC (government and tech) and Houston
(energy) generally exhibit below-average impact multipliers.
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Metro Impact Analysis

The largest metros top the rankings for economic and employment impacts in both 2013 and 2016. Taken
together, New York, Los Angeles, Dallas, Chicago, and Washington, DC represent ~40% of the US
apartment industry’s total impact on the US economy, well above their 32% share of US population
and employment.

Total Empl. Impact Change by Metro Area
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As the period studied lengthens, faster-growing metros should rise in the rankings and begin to supplant
large, slower-growing metros that currently dominate. There is some evidence of this occurring even over
our brief 3-year study period. Near-term candidates for advancement are the larger metros that are
migrating toward the upper right quadrant of the metro impact scatterplots. Over the longer term, mid-size
metros that are able to sustain rapid rates of growth will increasingly come to the fore.

SOM benchmarks, and individual metro performance, for the six drivers of impact growth over the 3-year
study period are:

At 3.0%, average SOM population growth is well above the US/SOS increase of 2.2%. Population
growth statistics present a mixed picture among the metros that ranked highly for total economic impact.
Although New York and Los Angeles added a large number of residents, their rates of growth were
below-average. Chicago actually suffered a slight loss of population between 2013 and 2016. The
balance of our top ten impact metros combined sizable absolute gains in population and above-
average rates of growth, from Houston’s robust 7.5% gain to the DC MSA at +3.2% -- all comfortably
above average

Three-year employment growth for the US was 5.8% and average SOM growth was 7.2%. Job
gains among the top 10 impact metros reflect variations in the start date and the rate at which each
recovered from the GFC. While Dallas’s more diversified economy supported above-average job
growth (+10.4%), energy industry turmoil that began in mid-2014 limited Houston’s 3-year expansion
to only 4.2%. DC also posted relatively weak job growth of 5.5%, below the US and SOM benchmarks.
Both New York and LA added almost 1.0 million jobs between 2013 and 2016, but these sizable
absolute gains translated into only moderate growth rates of 5.7% and 6.9%, respectively, due to their
large size. The remaining 5 metros outperformed on both absolute and percentage employment gains.
San Francisco’s 235,000 increase in jobs — growth of 11% — was driven by its increasingly dominant
tech industry.

The number of occupied 5+ rental units grew an average of 4.9% in our SOM between 2013 and
2016, well below US / SOS growth of 6.7%. Los Angeles, New York, Miami, Houston and Dallas
accounted for about one-third of the SOM'’s total 680,000-unit net increase in occupied 5+units during
this period. Strong out-performers for both absolute and percentage change in occupied 5+ stock
include Austin, Seattle, and Orlando. Most metros that top the list for percentage growth are
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rapidly expanding mid-sized metros in the South and West such as Charlotte, Nashville, and Denver.
The 5+unit segment posted decreases in six metros, two of which saw material losses — Honolulu and
Birmingham. Condo conversions played a significant role in both. The largest metro affected by a
conversion surge was San Antonio, which registered a modest 0.1% decline in rental units over the
three-year period.

Tenure Shift, 2013 - 2016
SOS/US vs. SOM

5+ Rental o —

RS
)
L
5+ Rental
(2]
-]
%) Rental
(@)
)
Owner

10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65%

2013 m2016

Between 2013 and 2016, the 5+ unit share of metro rental stock increased to 24% (+0.4%) across our
SOM. Mid- to high-rise product tends to generate higher revenues and operating expenses on a
per unit basis, magnifying the impacts that such units generate. New rental construction in the
nation’s metro areas generally favors these denser properties. Among our top ten impact metros, the
gains in 5+share for DC (+1.2%) and New York (+1.0%) are sizable. The remaining 8 posted below-
average growth of 0.1% - 0.3%. Houston offers a contrasting picture with a -0.9% decline in its 5+
rental share. Despite much-mooted downtown high-rise projects, its growth in rental occupancy has
favored lower density product. Other high impact metros posting above-average gains are San Antonio,
Denver, and Dallas.
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Median Renter HH Income, US States & Metros
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e Median annual income for all renting households in the US increased 8.4%, to $35,200, between
2013 and 2016. The averaged SOM median for 2016 is $41,227, up 14% from 2013. Tech centers
are among the top 10 metros for income gains. San Diego (biotech) and San Francisco lead with >30%
growth. Austin and San Jose are also on the list, together with several rapid-growth, mid-sized metros
(Denver, Charlotte, Portland) in the West and South. The only top 10 metro notfrom these two regions
is Minneapolis at #5 with a 24.5% 3-year gain.

e The nation’s high tech/biotech centers claim 6 of the top 10 rankings for median renter income
levels. San Francisco is #1 with an $80,000 median — almost twice the SOM average — and is joined
by San Diego, DC, San Jose, Austin, and Boston. Other high-income metros include Tampa, San
Antonio, and Denver. Little Rock is tenth with a median renter household income of $46,600.

* Weighted average effective rent for 5+ unit rentals increased 13.8% between 2013 and 2016 for
the SOM, to $17,818 per unit. Although this growth rate is comparable to US / SOS growth of 13.6%,
the average US / SOS rent for 2016 is considerably lower, at $15,168 per unit. Unlike the US overall,
median renter household income growth exceeded effective rent growth (slightly) in the SOM
over the study period.

Although tech markets are well-represented on the top 10 list for high rent levels, only Seattle also
appears among the top 10 for recent rent growth.

San Francisco has the highest effective rent for 2016 at $32,315, well above New York’s 2016 average
of $29,065 (although New York rent statistics are skewed by its longstanding rent control system). San
Jose, Boston, DC, San Diego, and Seattle report average rents of $28,700 to $18,050. Supply-
constrained Honolulu, Los Angeles, and Miami round out the top 10.

The top metros for 2013-2016 rent growth are more mixed. Atlanta and Dallas are the only very large
metros in the top 10, with >20% growth. Most other top performers are small and mid-sized metros
benefiting from strong in-migration and job creation (Sacramento, Charleston, Nashville, Portland, Salt
Lake City, and Las Vegas). The average 3-year rent growth for these metros ranged from 26.5%

- 21%.

SOM Tax Impacts

For the SOM (less Honolulu, for which we lack data), $45.2 billion in economic activity and 0.070
million jobs are attributable to 2016 apartment industry tax payments (federal, state, and local).
These figures represent 3-year growth of 36% and 27.5%, respectively. With 63% of US 5+unit rental
stock, the SOM contributed 80% of the economic and 75% of the employment impacts attributable
to industry tax payments in 2016. Unsurprisingly, ranking the metros by the size of their 2016 economic
impact tends to yield the largest ones, with New York, Los Angeles, Chicago, Dallas,
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Houston, Atlanta, and DC among the top ten. Although smaller in size, San Francisco is among this group
for the large size of its contribution; however, it lagged the SOM’s average 3-year growth rate. Other tech
metros also ranked highly on this measure, claiming the 11th through 14th positions despite significant
disparities in their population size.

Metros that dominate the rankings for percentage growth are the mid-sized MSAs that have outperformed
in many rankings of this type. Raleigh and New Orleans top the list, both having doubled their tax impacts
over our brief study period. Other strong performers include Richmond (+85%), Orlando and Nashville
(+57% for both). Two tech metros, Austin and Boston, posted 50 - 60% gains, as did Dallas and Atlanta.
While 7 of the top 10 are from the South, no Western metro appears in the ranking until Salt Lake City at
#22, with a 39.4% gain.

For the SOM, $240 billion in economic activity and 1.1 million jobs are attributable to 2016 federal,
state, and local tax payments by 5+ renter households — more than double their 2013 totals ($109
billion and 0.54 million jobs). The top-ranked metros for 2016 economic impact are New York, Los
Angeles, San Francisco, and the DC MSA. Together, these 4 metros claimed 43% of the SOM tax impact
and 46% of the absolute increase in tax impacts between 2013 and 2016. New York dominates the ranking
with a $53 billion contribution; at $24 billion, Los Angeles was a distant second. Other strong performers
include Dallas, Chicago, Boston, and Seattle.

SOM Tax Share of Renter HH Spndg 2013-2016 SOM Tax Impacts, Renter HH Spndg 2013-2016
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Unusually, 3 of the top 4 metros for absolute size of impact also score well for percentage growth. San
Francisco and San Jose hold a sizable lead, with 300% and 275% impact growth, respectively,
between 2013 and 2016. The remaining metros within the top 10 are a mix of large metros (DC, Houston,
LosAngeles) that are enjoying solid growth, tech metros (Austin, Seattle), and mid-sized, rapidly expanding
Southern metros (Nashville, Raleigh, Charlotte). Growth for this last group ranged from 175% to 145%,
comfortably above the 120% SOM average for the period. Although the ranking order differs somewhat,
the pattern for employment impacts is comparable. No Northeastern or Midwestern metros earned an
above-average ranking for the percentage growth of their economic or employment impacts.
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lll. Conclusions

This study explored the impacts of the apartment industry on the US economy in 2013 and 2016. Our
analysis revealed a significant contribution, with the industry generating almost 19% of total GDP (in
nominal dollars) and 12% of total employment growth in 2016.

All four industry segments saw very strong growth over the 3 years studied, led by resurgent construction
activity: the impacts from new apartment construction almost doubled between 2013 and 2016. In
aggregate, economic and employment impacts from the 4 segments posted robust 15 - 20% gains during
this time.

Impact analysis for the 50 states and 50 major metropolitan areas exhibited the same pattern, i.e.,
significant economic and job impacts with double-digit growth over the 3-year study period. We found that
performance at all geographic levels was linked to growth trends in six economic and demographic
variables.

These results provide a “snapshot” of industry impacts which capture a short period in the current economic
cycle. However, the economy’s performance has been atypical in many respects as it recovered from the
most severe downturn in generations. Readers should be cautious in projecting comparably strong
performance for the future. Although study results are instructive, they do not provide a complete
understanding of how economic and employment impacts from apartment industry activity may change
over the course of a full economic cycle.
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APPENDIX C
Methodology for Calculation of Impacts by Industry Segment

The approaches used to estimate the impacts of the apartment industry’s four industry segments at the
state and metro levels broadly followed the methodologies we developed at the national level; however,
different data sources and modifications to our US analytical processes were required. The
data and analyses ultimately employed are outlined below, by segment.

A. New Construction

The key statistic available for construction activity at the local level comes from the US Census Building
Permits Survey. On a more aggregate basis, the US Census also provides data on construction starts,
construction completions, and units under construction, as well as estimates of construction spending on a
monthly basis for the US as a whole and for the four Census regions.

Using the Census data, we estimated the proportion of the total new multifamily residential construction
that involved new structures containing 5 or more units and were destined for the rental market. For sub-
US geographies, a first step involved estimating starts based on permit authorizations. These estimates
were then adjusted for the pace of net project abandonments, the pattern of construction over time, and
local construction costs to produce estimates of 5+unit rental completions.  With this information, we
prepared new construction output estimates for the 50 states + DC and the 50 selected metros.

B. Apartment Renovation and Repair / Capital Expenditures (cap ex)

The estimates for this segment average the results of two independent methods for deriving renovation and
repair expenditures: 1) calculation of estimates from published statistics on construction put-in-place, and
2) estimates computed from the NAA survey results on reported capital expenditures. A summary
description of the methodology based on published statistics appears here. The discussion of the estimate
using capital expenditures appears in section C, Industry operating expenditures (op ex), below.

Currently, no statistical source reports residential repair and alterations expenditures. We developed overall
expenditure estimates by combining two sources of data, both from the US Census:

« Survey of Residential Improvements and Repairs — SORAR (Annual, 1993 to 2007; discontinued). The
spending patterns of rental property owners over this period provided a guide to the pace of relative
spending in subsequent years.

»  Value of Construction Put in Place Survey — VIP (Monthly since 1964)

The principal current data source for construction spending on existing properties is the Construction
Expenditure, also a Census Bureau publication. This provides estimates of total private residential
construction spending, with a breakout for new residential structures by subtype. Improvement and repairs
expenditures are not published directly but are calculated as the residual of total residential spending net
of expenditures for new single family and multifamily structures.

Using the strong statistical relationship between the VIP reports ofimplied improvements and repairs spending
on existing private structures and total expenditures from the SORAR survey, we estimated SORAR-like
expenditures on existing rental properties for 2013 and 2016. A simple model of real expenditures per unit
in 5+ structures for 1993-2007 interval was constructed and unique model coefficients were estimated for
each Census region. Local expenditures by state / MSA and year were then calculated using Census region
coefficients, local vacancy rates, the local number of rental units in structures with 5+ units, and national
price changes. These estimates allow for changes in construction costs and in market vacancy rates.

C. Industry operating expenditures (opex)

The Segment C. analysis relied upon the annual NAA Survey of Income and Expenses for 2013 and 2016,
CoStar apartment inventory and rent data, and several public sources.

NAA’s annual surveys capture detailed revenue and op ex data for a comparatively small share of the
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US and individual metro markets. The results are dominated by low-rise garden style product; although it
is growing, survey coverage of mid- to high-rise product (which encompasses properties with four or more
stories) is limited. When evaluated separately, the national level survey data for these two product types
reveal that mid-high rise properties on average have significantly higher per unit revenues and expenses
than their low-rise counterparts. Mid-high rise property statistics also posted much stronger growth between
2013 and 2016, as shown in the above graphs. Using NAA data alone as the basis for calculating
industry revenues and expenditures at any geographic level would therefore result in significant
underestimates.

The solution was a hybrid approach that used completer and more representative 5+unit rental inventory
and revenue data from Costar together with NAA survey results on operating and capital expenditures.
Total dollar estimates for apartment industry operating expenditures were generated by applying per-unit
expenditure estimates to annual effective revenue per unit.

The NAA surveys have no state-level data, but do report on a large and growing number of metro areas.
For each metro, op ex and cap ex spending totals were calculated, then adjusted to reflect the size of the
metro’s 5+ unit apartment inventory. State-level data was estimated by aggregating total collected revenues,
op ex and cap ex expenditures for all NAA-reported metros within each state, then adjusting the figures to
reflect the size of that state’s 5+ unit apartment inventory.

For the handful of states (e.g., Alaska, Hawaii, Maine, West Virginia) and the single metro (Honolulu)  with
no NAA survey coverage, we developed reasonable estimates for op ex and cap ex expenditure by using
effective revenue figures for these geographies together with the appropriate state- or regional-level
expenditure rates that were calculated for these categories.

The NAA’s cap ex line item undoubtedly overlaps materially with Segment B’s renovation and repair
expenditures; however, we had no basis for estimating the degree to which this is true. Therefore, cap ex
expenditures were separated from the op ex totals (Segment C) and impacts were calculated using the
appropriate (i.e., residential maintenance and repair segment) multipliers. As a final step, the impacts
calculated for renovations and repair and for cap ex were averaged to generate an estimate of impacts in
this category.

D. Renter household spending

The analysis uses publicly available data from the Bureau of Labor Statistics and the Census Bureau. BLS’s
annual Consumer Expenditure Survey (CES) provides household expenditures by housing tenure. BLS’s
total US renter figures from the 2013 and 2016 surveys were adjusted to reflect spending only by renting
households in 5+ unit apartment properties using annual American Community Survey (ACS) data.
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For state and metro level calculations,

» BEA spending estimates were assembled for each Census region by category of expenditure,
according to household tenure and a range of household income levels

* Per-household estimates were generated for renting households by income level

«  Expenditures were then allocated across each region’s states and metro areas using the estimated
number of households by income in each of these geographies

+  Finally, figures were adjusted to reflect the number of renting households occupying 5+ unit properties
in each state and each metro.

This approach produces a more granular and accurate assessment of expenditure patterns for renting
households in individual states and metro areas. However, it implicitly assumes that renting households in
5+ unit properties mirror the overall US renter population surveyed for the CES, in terms of demographic
and income characteristics as well as spending patterns. We were unable to locate a data source that would
permit us to verify the appropriateness of this assumption.
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APPENDIX D
Study Data Sources

1. Multipliers

United States, States+DC, Metropolitan Statistical Areas, and Counties

« US Bureau of Labor Statistics, Quarterly Census of Employment and Wages (QCEW)
* Average Annual Wages and Average Annual Employment by Industry

+  US Bureau of Economic Analysis, Regional Data (GDP)
+  Components of Regional GDP, Income and Output by Industry

United States and States+DC
+  US Bureau of Economic Analysis, Regional Consumption Data (PCE)

+ Components of Regional Household Consumption by Industry

United States Only

«  US Bureau of Economic Analysis, Input-Output Accounts (I-O)
» Direct requirements tables: 2007 detailed and annual for 71 industries
* |-O Use Table 2007

+ US Bureau of Labor Statistics, Producer Price Indexes (PPI)

» Selected index series to update 2007 detail to target year

2. Construction Impacts
States, Metropolitan Statistical Areas, and Counties
* US Census Bureau, Building Permits Survey (Permits)
«  Permits by Units in Property (monthly)
+ US Bureau of Labor Statistics, Quarterly Census of Employment and Wages (QCEW)

+ Average weekly wage for construction workers

Four Census Regions
« US Census Bureau, New Residential Construction (Starts)
« Units Started, Units Under Construction, Units Completed for all MF Properties (monthly)
+ US Census Bureau, Length of Time, Authorization to Start, Start to Completion (monthly)
« Time in months by Contractor-built and Units in Property
» US Census Bureau, Quarterly Completions by Intent and Design (Completions)

«  Units built with rental intent by units in property, average size of unit
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United States

* US Census Bureau, American Housing Survey, 2013 and 2015 (AHS)
* New Units by Tenure (owner, renter) and units in structure

+ US Census Bureau, Construction Expenditures (VIP)

»  Construction put in place on new private multifamily residential structures

3. Apartment Renovation and Repair Impacts
United States, States, Major Metropolitan Statistical Areas
+ CoStar
* Rental Vacancy Rate, Structures with 5+ units (US Detail, States, 75 Major MSAs)
*  Hoyt Advisory Services, U.S. Apartment Demand Study 2017
*  Occupied Rental Units in Structures with 5+ Units, from 2005

United States, 4 Census Regions
* US Census Bureau, Survey of Residential Improvements and Repairs (SORAR)
*  Expenditures by Tenure and Units in Structure, through 2007
»  Expenditures by Type of Job, Rental Structures, through 2007
+ US Census Bureau, Decennial Census of Population and Housing (Census)
+ 1990, 2000. Baseline for Housing Units by Units in Structure for 1994-2004 interval

United States Only

+ US Census Bureau, Value of Construction Put in Place Survey (monthly)
»  Expenditures on New Construction and on Improvements

+ US Bureau of Labor Statistics, Producer Price Indexes (PPI)
*  PPI Commodity data for Net Inputs to Residential Construction

+ US Bureau of Labor Statistics, Consumer Expenditure Survey (CES)

* Maintenance and Repair Expenditures by Owners (netted from put-in-place figures)

4, Impacts of Apartment Property Operating Expenditure
United States, Major Metropolitan Statistical Areas
* National Apartment Association’s (NAA) annual surveys
»  Actual collected revenue (rent + other)
* Reported operating expenses (op ex) by category
* Reported capital expenditure (cap ex) by category
* US Census Bureau, American Community Surveys (ACS)

*  Occupied rental inventory by product size and type
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e 2017 NAA/NMHC US Apartment Demand study
* Renter households by property size
+ Costar, Inc.

*  Actual revenue per unit, 5+ unit rental properties

5. Impacts of Renter Household Spending
United States and 4 Census Regions
+  US Bureau of Labor Statistics, Consumer Expenditure Survey

* Household spending by housing tenure, household income level, and expenditure category

Census Regions, States, and Metropolitan Areas
+ US Census Bureau, American Community Survey

* At each geographic level, the number of households according to income category, tenure, and
number of units in structure
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This report was prepared for the National Multifamily Housing Council and the National Apartment Association by Hoyt
Advisory Services and Eigen10 Advisors, LLC.

Hoyt Advisory Services (HAS) is subsidiary of the Homer Hoyt Institute (HHI), an independent, non-profit research and
educational foundation established in 1967 to improve the quality of public and private real estate decisions by
expanding and disseminating the real estate body of knowledge, stimulating innovation in the discipline of real estate
and land economics, building bridges among academia, industry, and government, and developing innovative
approaches to the solution of real estate problems.

Research supported by HHI must meet the highest standards of scholarship, and it must further the improvement of
decision making in the real estate industry. That is, it must combine rigor with relevance. HAS is able to engage PhDs
from leading universities along with practitioners with proven, appropriate real estate expertise for the project, in this
case partnering with Eigen10 Advisors and Dr. Hess.

Eigen10 Advisors, LLC provides real estate consulting services in the areas of investment analysis, portfolio structuring,
capital formation strategies, market analysis, econometric modeling and forecasting, reporting and asset management.

Authors for this paper each have more than 30 years of experience in the real estate industry, and are frequent speakers
and publishers in both academic and practitioner journals and meetings:

Dr. Robert Hess, CFA®

Robert Hess Ph.D. CFA® has more than 30 years’ experience as a research analyst and
strategist in real estate investing, regional economic forecasting and impact analysis. He
retired in March 2010 from Prudential Real Estate Investors (now PGIM Real Estate) as a
Principal with more than 16 years providing fund strategy development and review, portfolio
attribution analysis, and market analysis and targeting. Subsequently, he held a part time
position as a research managing director with Grosvenor Fund Management US from 2012
to 2015, assisting in the preparation of fund investment strategies and providing analysis of
US economic conditions and trends to the Grosvenor global investment team. An active
participant in the institutional real estate industry, he served as Chair of the NCREIF Research
Committee from 2007 to 2009, and served on the NCREIF-PREA Reporting Standards
Council from 2011 to 2016.

Prior to joining PREI (1993), Dr. Hess was Senior Vice President and Director of Real Estate and Regional Financial
Services at the WEFA Group (now IHS Global Insight). His professional experience also includes eight years in  the
banking industry, as Senior Vice President and Corporate Economist for Great American Bank, a large thrift institution
based in San Diego, California; and as Vice President in the Residential Mortgage Banking Group at Bank of America.
He has also held staff positions at Chase Econometrics Associates and the State of California.

Dr. Hess received his Ph.D. in Economics from the University of Colorado in 1978. He completed his undergraduate
studies in physics at the Colorado School of Mines (1969). He holds an M.S. degree in Aerospace Engineering Sciences
from the University of Colorado (1971). He became a Chartered Financial Analyst (CFA) charter holder in November
2000.

Eileen Marrinan, CRE®

Eileen Marrinan has more than 25 years of experience in real estate investment strategy,
economic research, and market analysis. Over the course of her career, she has alternated
between consulting work and increasingly senior positions with institutional investment and/
or development firms. Consulting clients have included The RREEF Funds (now Deutsche
Asset Management), Vulcan Real Estate, CalSTRS, Glenborough, LLC and Granite Peak
Partners. She has served as the Director of Research at Grosvenor Americas, Vice President
and Development Manager for Lennar Corporation’'s Urban Division, and Senior Vice
President for ING Clarion Partners and for GIC Real Estate, Inc. She has master’s degrees
in city planning and in business administration from UC Berkeley. A frequent speaker and
publisher, she has served in leadership positions at the Counselors of Real Estate and is a
member of Lambda Alpha, PREA, and the Urban Land Institute. eemarrinan@eigen10.com
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Reasonable efforts have been made to ensure that the data contained in this study reflect accurate and reliable
information and are based on information that to our knowledge was current as of the date of this report. This study is
based on estimates, assumptions, and other information developed from independent research efforts, models and
general industry knowledge. No responsibility is assumed for inaccuracies in reporting by any data source used in
preparing or presenting this study. This report represents a view of reasonable expectations as of the time the report
was written, but such information, estimates, or opinions are not offered as predictions or assurances that particular
results or events will occur. Actual results may vary from those described in this report, and the variations may  be
material. Therefore, no warranty or representation is made that any of the data, projected forecasts or results contained
in this study will be achieved.
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crryor PRESCOTT COUNCIL AGENDA MEMO

MEETING TYPE/DATE: REGULAR SUBCOMMITTEE MEETING 01-10-23

DEPARTMENT: Public Works

AGENDA ITEM: Discussion & Review of the 2022 Water Management Policy for Residential &
Non-Residential Water Budgets as Well as Projects Under Contract for the Period from July 1,
2022 to December 31, 2022.

ITEM SUMMARY

Review of Residential & Non-residential Water Budgets as well as Projects Under Contract for the
period from July 1, 2022 to December 31, 2022.

BACKGROUND

The 2022 Water Policy, Policy 11-13, established a semi-annual water budget for residential and non-
residential projects. The budget set for July 1, 2022 through December 31, 2022 for residential projects
was 25 acre-ft/year and the budget set for non-residential projects was also 25 acre-ft/year.

There were 6 residential projects approved during this budget period, totaling 16.21 acre-ft/year. Three
projects exceeded the administrative approval threshold and were subsequently reviewed and approved
by the Water Issues Subcommittee and City Council. The total remaining residential budget is 8.79
acre-ft/year. (Attachment 1)

A total of 21 non-residential projects were approved during this budget period. This equated to 22.09
acre-ft/year. Of those 21 non-residential projects, 5 exceeded the administrative approval threshold and
were subsequently reviewed and approved by the Water Issues Subcommittee and City Council. The
total remaining non-residential budget is 2.91 acre-ft/year. (Attachment 1)

The 2022 Water Management Policy, Policy 9 states, "Any property that holds a water Contract within
the City limits to receive water, will be required to submit a Water Service Application. These requests
will be reviewed and tracked administratively. All such requests shall be presented to the Water Issues
Subcommittee and the Council semi-annually in January and July as a discussion/information item and
shall not be included in the Water Budget.
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Per Policy 9, a total of 41 projects were approved under existing contracts. Thirty-five of these are new
single-family homes located primarily within Groundwater Subdivisions. Additionally, there were three
subdivision plats and one multifamily complex approved under existing contracts. One subdivision plat
utilized existing water within the Chino Valley Irrigation District (CVID) and also brought
extinguishment credits to the City for their project, which was approved by City Council. One
multifamily development was within Prescott Lakes. The other two subdivisions were in Deep Well
Ranch. The total number of residential dwelling units approved under existing contracts was 687,
totaling 120.51 acre-ft/year. There were also two commercial projects approved under existing contract
as part of Deep Well Ranch/Chamberlain, totaling 5.29 acre-ft/year. (Attachment 2)

FINANCIAL IMPACT

N/A

Recommended Action: This item is for discussion only. No formal action will be taken.

ATTACHMENTS
1.Attachment 1_Residential and Non-Residential Projects_July-Dec_2022.pdf
2.Approved Projects _Under Existing Contract_July1-December31_2022.pdf
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1725691/Attachment_1_Residential_and_Non-Residential_Projects_July-Dec_2022.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/1726347/Approved_Projects_Under_Existing_Contract_July1-December31_2022.pdf

July 1, 2022 - December 31, 2022 WATER POLICY TRACKING TABLE City of Prescott

APPROVED PROJECTS Public Works Department
928-777-1130

RESIDENTIAL PROJECTS
TOTAL AFY 50% AFY EXCEEDS 50%

PERMIT NUMBER | PROJECT TYPE DESCRIPTION AVAILABLE AVAILABLE AFY REQUESTED | REMAINING AFY AVAILABLE DATE APPROVED APPROVAL TYPE
1|SITE22-001 MULTIFAMILY |NEW - 82 APARTMENT UNITS 25.00 12.50 11.10 13.90 NO 7/26/2022 CC - City Council - Multifamily
2(B2203-131 SINGLE FAMILY [INFILL SFRIN CITY LIMITS 13.90 6.95 0.17 13.73 NO 9/19/2022 ADMIN - Single Family Residential
3[LSC22-009 LANDSPLIT 3 SFR [NEW - LANDSPLIT - 3 SFR 13.90 6.95 0.51 13.39 NO 9/19/2022 ADMIN - Single Family Residential
4(REZ22-001 REZONE SF-9 TO MF-M 13.73 6.87 0.48 13.25 NO 9/19/2022 ADMIN - Single Family Residential
5[RVP22-008 REVISION OF PLAT|7 UNIT SUBDIVISION 13.39 6.70 1.19 12.20 NO 12/20/2022 CC - City Council - Subdivision
6|WSA22-020 MULTIFAMILY |OFFICER'S QUARTERS BUILDING AT V.A. 13.25 6.63 2.76 10.49 NO 12/20/2022

TOTAL BUDGETED (AFY) 25.00
TOTAL APPROVED (AFY) 16.21
TOTAL REMAINING (AFY) 8.79
50% OF THE TOTAL REMAINING (AFY) 4.40

Please see Page 2 for Non-Residential Projects

Last Updated 01/04/2023 Page 1752



City of Prescott
Public Works Department
928-777-1130

July 1, 2022 - December 31, 2022 WATER POLICY TRACKING TABLE

APPROVED PROJECTS

Please see Page 1 for Residential Projects

Last Updated 01/04/2023

NON-RESIDENTIAL PROJECTS
TOTAL AFY 50% AFY EXCEEDS 50%

PERMIT NUMBER | PROJECT TYPE DESCRIPTION AVAILABLE AVAILABLE AFY REQUESTED | REMAINING AFY AVAILABLE DATE APPROVED APPROVAL TYPE
1|B2206-159 NON-RESIDENTIAL |TI - MIXED USE - WAREHOUSE, CHURCH, RETAIL 25.00 12.50 0.95 24.05 NO 7/12/2022 ADMIN - Commercial Under 1 AFY
2(B2206-010 NON-RESIDENTIAL |TI - CHURCH ADDITION 24.05 12.03 0.24 23.81 NO 7/20/2022 ADMIN - Commercial Under 1 AFY
3(B2205-074 NON-RESIDENTIAL |NEW - MANUFACTURING 23.81 11.91 0.80 23.01 NO 8/15/2022 ADMIN - Commercial Under 1 AFY
41B2202-068 NON-RESIDENTIAL |NEW - RETAIL 23.01 11.51 0.14 22.87 NO 8/16/2022 ADMIN - Commercial Under 1 AFY
5[ENG2202-021 NON-RESIDENTIAL |NEW - HOSPITAL 22.87 11.44 4.16 18.71 NO 8/23/2022 CC - City Council - Commerecial
6(B2205-180 NON-RESIDENTIAL |NEW - MEDICAL CLINIC 18.71 9.36 1.44 17.27 NO 8/23/2022 CC - City Council - Commercial
7[ENG2111-019 NON-RESIDENTIAL |[NEW - HOTEL/MOTEL 17.27 8.64 2.60 14.67 NO 8/23/2022 CC - City Council - Commerecial
8|ENG2011-012 NON-RESIDENTIAL |NEW - RESTURANT - CV IGA 14.67 7.34 0.81 13.86 NO 9/6/2022 ADMIN - Commercial Under 1 AFY
9(B2208-207 NON-RESIDENTIAL |NEW - AMPITHEATRE 13.86 6.93 0.60 13.26 NO 9/6/2022 ADMIN - Commercial Under 1 AFY

10|WSA22-037 NON-RESIDENTIAL |NEW - CAR DEALERSHIP 13.26 6.63 0.71 12.55 NO 9/26/2022 ADMIN - Commercial Under 1 AFY
11|B2207-038 NON-RESIDENTIAL |TI - GROCERY & SMOOTHIE BAR 12.55 6.28 0.80 11.75 NO 9/26/2022 ADMIN - Commercial Under 1 AFY
12|B2209-180 NON-RESIDENTIAL |TI - OFFICE, CHURCH 11.75 5.88 0.95 10.80 NO 10/11/2022 ADMIN - Commercial Under 1 AFY
13{B2210-032 NON-RESIDENTIAL |NEW - CITY OF PRESCOTT SNOW FACILITY 10.80 5.40 0.47 10.33 NO 10/13/2022 ADMIN - Commercial Under 1 AFY
14|WSA22-047 NON-RESIDENTIAL |FLIGHT TRAINING CENTER 10.33 5.17 0.91 9.42 NO 10/13/2022 ADMIN - Commercial Under 1 AFY
15({WSA-22-045 NON-RESIDENTIAL [TRAINING CENTER 9.42 471 0.33 9.09 NO 11/17/2022 ADMIN - Commercial Under 1 AFY
16({WSA22-049 NON-RESIDENTIAL |WAREHOUSE 9.09 4.55 0.89 8.20 NO 11/23/2022 ADMIN - Commercial Under 1 AFY
17{WSA22-050 NON-RESIDENTIAL [COMMERCIAL BUILDING 8.20 4.10 0.71 7.49 NO 12/1/2022 ADMIN - Commercial Under 1 AFY
18|{WSA22-051 NON-RESIDENTIAL |CHURCH 7.49 3.75 0.18 7.31 NO 12/1/2022 ADMIN - Commercial Under 1 AFY
19({WSA22-052 NON-RESIDENTIAL [DOG BOARDING FACILITY 7.31 3.66 0.76 6.55 NO 12/1/2022 ADMIN - Commercial Under 1 AFY
20|WSA22-038 NON-RESIDENTIAL |CONVENIENCE STORE / GAS STATION 6.55 3.28 1.46 5.09 NO 12/20/2022 CC - City Council - Commercial
21|WSA22-042 NON-RESIDENTIAL [RESTAURANT AND BAR 5.09 2.55 2.18 2.91 NO 12/20/2022 CC - City Council - Commercial

TOTAL BUDGETED (AFY) 25.00

TOTAL APPROVED (AFY) 22.09

TOTAL REMAINING (AFY) 2.91

50% OF THE TOTAL REMAINING (AFY) 1.46
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July 1, 2022 - December 31, 2022

WATER POLICY TRACKING TABLE
APPROVED PROJECTS - UNDER EXISTING CONTRACTS

City of Prescott
Public Works Department
928-777-1130

PERMIT # OF RES DATE
PERMIT TYPE AFY |JAPPROVAL TYPE EXISTING ENTITLEMENT* DEMAND METHOD
NUMBER UNITS APPROVED
RESIDENTIAL/SINGLE FAMILY |B2206-021 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 07/07/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |ENG2206-015 1 0.17 |N/A - Existing Contract/Agreement  |Highland Pines Contract 07/08/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2205-062 1 0.17 |N/A - Existing Contract/Agreement Groundwater Subdivision 07/13/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2205-207 1 0.17 |N/A - Existing Contract/Agreement |Estancia De Prescott Contract 07/14/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2206-077 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 07/22/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2206-016 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 07/27/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2206-172 1 0.17 |N/A - Existing Contract/Agreement Groundwater Subdivision 07/28/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2206-072 1 0.17 |N/A - Existing Contract/Agreement |Groundwater Subdivision 08/08/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |ENG2208-004 1 0.25 |N/A - Existing Contract/Agreement |Wagon Wheel Ranch Contract 08/22/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2206-048 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 08/25/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2207-116 1 0.17 |N/A - Existing Contract/Agreement Groundwater Subdivision 08/26/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2205-146 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 08/30/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2207-136 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 09/02/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2206-060 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 09/12/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2208-054 1 0.17 |N/A - Existing Contract/Agreement Groundwater Subdivision 09/15/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY [B2207-156 1 0.17 |N/A - Existing Contract/Agreement |Groundwater Subdivision 09/16/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2205-209 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 09/19/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2206-073 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 09/26/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2209-030 1 0.17 |N/A - Existing Contract/Agreement WSA06-022 (JOSEPH VINCENT) 10/07/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |[B2209-035 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 10/11/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2209-095 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 10/17/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |[B2210-001 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 10/25/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |ENG2210-001 1 0.25 |N/A - Existing Contract/Agreement Mountain Club 10/31/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY [B210-119 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 11/03/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2206-126 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 11/03/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY [B2210-112 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 11/07/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2211-109 1 0.17 |N/A - Existing Contract/Agreement Groundwater Subdivision 11/22/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY [B2211-136 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 11/28/2022 WRMM Multiplier

Last Updated 01/04/2023

This water does not count toward the amount of water taken out of
each budget cycle as it was previously accounted for under contract.
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July 1, 2022 - December 31, 2022

WATER POLICY TRACKING TABLE
APPROVED PROJECTS - UNDER EXISTING CONTRACTS

City of Prescott
Public Works Department
928-777-1130

Last Updated 01/04/2023

Contract - Recorded agreement with the City for an allocated amount of water for a project or project area

*Existing Entitlement for water can be in the following forms:
Groundwater Subdivsion - Committed demand to platted areas as of 1998

This water does not count toward the amount of water taken out of
each budget cycle as it was previously accounted for under contract.

RESIDENTIAL/SINGLE FAMILY |ENG2212-002 1 0.25 |N/A - Existing Contract/Agreement  |High Valley Ranch 12/01/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |ENG2212-001 1 0.25 |N/A - Existing Contract/Agreement High Valley Ranch 12/01/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2211-144 1 0.17 |N/A - Existing Contract/Agreement |Groundwater Subdivision 12/05/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2212-016 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 12/08/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY [B2212-071 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 12/19/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY |B2212-109 1 0.17 |N/A - Existing Contract/Agreement Groundwater Subdivision 12/28/2022 WRMM Multiplier
RESIDENTIAL/SINGLE FAMILY [B2212-113 1 0.17 |N/A - Existing Contract/Agreement  |Groundwater Subdivision 12/29/2022 WRMM Multiplier
RESIDENTIAL/MULTIFAMILY  |WSA22-022 22 3.54 |N/A - Existing Contract/Agreement  |Prescott Lakes Contract 07/11/2022 [ WRMM Multiplier & EOR Demand Calc
RESIDENTIAL/SUBDIVISION WSA22-013 45 11.25 |N/A - Existing Contract/Agreement  |CVID & Extinguishment Credits | 08/23/2022 WRMM Multiplier
RESIDENTIAL/SUBDIVISION PLN21-007 383 65.11 |N/A - Existing Contract/Agreement Deep Well Ranch Contract 10/11/2022 WRMM Multiplier
RESIDENTIAL/SUBDIVISION PLN21-002 202 34.34 |N/A - Existing Contract/Agreement Deep Well Ranch Contract 10/21/2022 WRMM Multiplier
COMMERCIAL WSA22-039 4.10 |N/A - Existing Contract/Agreement Deep Well Ranch Contract/Chamberlain | 12/02/2022 EOR DEMAND CALC
COMMERCIAL WSA22-036 1.19 [N/A - Existing Contract/Agreement Deep Well Ranch Contract/Chamberlain | 12/06/2022 BILLING RECORDS

Num!:)er of Res Units| AF

Projects

TOTAL RESIDENTIAL 39 687 120.51
TOTAL NON-RESIDENTIAL 2 - 5.29

.78
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