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Expanded Economic Impact Analysis

EXECUTIVEUMMARY

Two economic analysgseviouslycommissioned by th&ahoe Transportation Distri€T D), one

in 2013 and an update in 2018, evaluated and estimated potential economic impacts in the
project area which that includesthe Heavenly Village aredhe City of South Lake Tahoe
requested an independent analysi$ @an expanded economic impact d¢fie proposedUS 50
bypass and th&outh Shore Community Revitalization Projet$ 50 SSCR®hich is the subject

of this study.

This expanded economic impact analysis more fully considers project impacts on the entire
community and the construction ingets beyond the Heavenly Village aréae analysifollows

study parameters provided by the City and inclugegjections of econone impacts within the

City limits of South Lake Tahoe, specific construghenod impacts, and the estimated
economic impat on the City if the project isat constructed. Othestudy components requested

by the Cityaddresgpotential mitigation strategs for any negative impasgtpotential impacson

the Lake Tahoe Unified School Dist{ictTUSDirom displacement of housmfrom the project,

and other community infrastructure projects that the City could promote to generate positive
economic impact.

The timing of this study is critical given that the new economic analyaiallels effors to
complete the Main Street Manag®aent Plan and that additional details regardindormal
development agreements f@lanned newaffordable housing units will denown. This collective
information, among other pertinentlata associated with th&JS 50 SSCR#Ray providemore
clarity for the City Council to consider placing an advisory ballot measure before voters in the
near futureto determine public sentiment about theS 50 SSCRP

Information for the expanded economic analysigs obtained through stakeholder interviews,
literature reviewof highway bypass studies, city tax data, and real estate market information
provided through an independent research servicén industry economic impact model was
applied to project citywide economic impact as a resulpadject construction Also, asurvey
was developed and administered to capture input from businesdeay US 50however, the
onset of the coronavirus pandemic arglibsequentimpact on local businesslimited the
collection ofthe surveysduring the time period of thetudy.

A simmary offindingsis below

1. ¢ KS I NB I vl b&ebigagced¥by taking advantage of the recreational assets
mountains and the lake.

Expansion andnprovements in the ancillary amenities such as hospitality serviceal
recreation oppaotunities, accessand connectivity everything that enhancethe area as
I & RS a& wiflead t irofeased competitiveness. T8 50 SSCRP highwgipass
and the streetscape improvements, although they may support these ecosniving
amenities,in themselveslo notgenerate additionalong-term economicoutput.

2. The US 50 SSChRMot expected to translate significariong-term economic benefit to
other areas of the City.

By historic measurelocalized economic benefit fronprior redevelopment inthe
Heavenly Villagareais visible, yet there is no compelling evidence that #gsnomic
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Expanded Economic Impact Analysis

benefit has noticealyl spread toother commercial areas along US t80the Y areaAn
analysis of the market postedevelopment of Heavenly Villagedicates thatwhile the
redevelopment wa successful in revitalizing and stimulating the micro economy of the
Heavenlyillagearea over at least the past 10 year# did not stimulatewide-ranging
revitalization and improved economic activitytire othercommercialareas of the City.

Forone measurein the study historical analysis of the net absorptiowl{ich accounts
for changes in occupancy of available floor area six commercial areas along US 50
within the City shows that nearly all of thmositiveabsorpion occurred in the Heaveyl
Village area whilenost other areas havehad milder to negativeabsorption. Another
industry measure usinggommercialbuilding ratings indicatethat the most attractive
businesses are located in Heavenly Villadegle building in the other areas are ted
much lower The measures used in this studyhile not intended torepresent all
economic impact indicatorsuggesthe economiaisparitybetween redeveloped areas
and remaining sites. In following histasladata and abseh stimulus such agconomic
investmentin remaining areas along US 50, it is unlikbly US 50 SSCRHAtselfwould
translatesignificantly higheeconomic activityover the long term to thesether areas

3. Limited economic activity in other areas of th€ity might beredirected to the area
directly adjacent to theUS 50 SSCRReavenly Village)

Any redirectionof economic activitythat might occur will be marginal becauskee
redirection would have already occudedue to prior redevelopment of the Heenly
Village area. The proposed mixade development could redirect some economic activity
although it replaces existing land use. The Heavenly Village iarpamarily tourist
serving. Additional ecolmmic activity enhancedby the project maycome from the
opportunity to close thenew Main Sreet to vehiclesand use the new street space to
conduct promotions or hold street fairsand art exhibits New longerterm economic
activity from the projectis projected by the 150 new households proposed in theeah
use developmenabove the replacement housinghich creates new economic demand
for the City as a whole

4. Survey respondents indicated opinions that the project would cause motoriséseling
northbound fromMeyers to divert to Pioneer Trail, thetey bypassing the section of US
50 going through they.

Although no traffic analysis could be found that indicates such a diversion currently takes
place, there is a likelihood thatraffic volume on Pioneer Trapartially consists of
throughtraffic on the way to Stateline and beyond. There is alsoréage unquantified
likelihood that the project will divert more traffidntersection volume data from thgS
50/South Shore Community Revitalization ProjBett Environmental Impact Report
(DEIRYraffic Operation Analysis Updateasused to estimateanincrease in US 50 traffic
that may bediverted to Pioneer TraiHowever, vithout similar intersection volume data
for Pioneer Trail at US 50/89 near Meyers, it cannot be stated with certainty whtae
project will divertadditionaltraffic from US 50 onto Pioneer Trail. If the City desires to
prevent any diversiongptions could includehe design of thenew US 50/Pioneer Trall
intersectiort e.g.,eliminating the sweeping right tumor measureshat increase the
overall travel time on Pioneer Trail.

Michael Baker International 2



Expanded Economic Impact Analysis

A A oz, .

experience negative impactsas a result of bypassing througkraffic around the
HeavenlyVillage commercial area

Heavenlyillage and otheMain Sreet businesgsare not dependent orpassthrough
traffic. Ratherthis areais adestination locatiorthat is impacted byurrent congestion
and lack of parkingThe project will provide betteaccess thn currently exis Bypass
studies of similar sized cities indicalkeghway bypasses primarily affect drivey and
convenienceserving businesses

6. The actual experience in other California communitiaad communities of similar size
to South Lak Tahoe aound the countrygenerally concludedhat a highway bypass did
not result in significannegativeeconomic impacts.

A consistent finding was that the businesses serving thrawatiic along the bypassed
route suffered some degree of negative impasthatever losses to the overall economy
of the bypassed town due to closure or relocation of throtigiffic-serving businesaas
largely offset by an increase in logarving bginess.

The studiegevieweddid not discuss whether revitalization pesimilar in scope tthe

US 50 SSCRFas implementedin the bypassed townsHowever, Carson Citydid

undertake a revitalization plaim anticipation of theopening of the 4680 bypas®f US 50

(Lincoln Highway/Carson Stre#t) / | NE 2y [/ A (@& Qie Shex®Bfajeetgy /[ 2
through downtownwas completed in 2016, the year before thgpass was opened

Although not statistically conclusive due to the small sample sizgetail salegeported

by the City Planning Departmemshow asignificant yeaon-year increase perhaps

showing the project may have warded off a decline or flattening out of sales in the
downtown area.Note that retail sales spike in oddumbered years when th&levada
Statelegislature is in session.

7. Construction of the project results inverall output (sales gain) in the short term as the
multiplier effect enhances economic activity.

Totaleconomic output attributed to the construction of the US 50 SSCRP transportation
improvements is $77.3 milliorand $42.3 million from the proposed raduse
development However, when taking into account the negative impact from expected
business closures on US 50 in the path of the bypasgrtject will incur ashort-term

minor negative impact oity tax revenues due to the losshadtel taxes that will offset
relatively minor increases in constructioelated salesGven the scale of the South Lake
Tahoe economy in terms of the cycling of the revenues, the indirect and induced sales
gains fromconstruction will be limited in theiy.

8. Not constructing the US 5GSCRP would result in a loss of estimated indirect and
induced economic output

The loss of indirect and induced output includes $2.8 and $1.3 million from the
transportation improvements and mixease development, respeetely. These arene-
time losses of economioutput during constructionf the project is not builtThere would
also be a longerm loss of economic output estimated at $521,00@Gnnually from
expenditures by the new households occupying the proposed ihgus mixeduse
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development sitesPerhaps more importantlyhese newaffordable housing units would
provide local workforce housirthat supportseconomic competitiveness of the City.

9. Access to existing residential and onercial properties can be expected to experience
significant impacts during the construction of the gject.

To reduce these impactnd preserve the positive benefits of the construction of the US
50 SSCRRhe DEIR specifies that a TransportatiManagement Plawill be developed

in accordance witiCalifornia Department of Transportatioequirementsn coordination
with TTDTahoe Regional Planning Age(ERPA Nevada Department of Transportatipn
the City of South Lake Tah@@d Douglas County allow as much access as reasonably
possible to homes and businessés the Mitigation Strategies section of this study
phased traffic management plais suggestedhat will minimize disruption impacts
allowing all businesses t@main open and residences to be accessible throughout the
construction process.

10.There issomelikelihood that families with schoolage children will be displaced from
existing housing in the path of the new US 50 alignment relocation.

Although replacementiousing will be constructed and available for occuparefpre the
displacement occurghere is sme percentage of these families that will move out of the
school districtand resultin a financial impact tthe LTUSDT his translates to the gential
lossof schoolaged children and loss of funding of between $40,000 and $115,000
between approximately 0.09 percent and 0.26 percent of tH@JSR aurrent annual
revenues.The mixeduse developmentfor replacement housingand addiional new
housing could includan influx ofnew schoolaged children whichis not factored into
this scenario.

11.The City of South Tahoe is considering several initiatives and public investment projects
that are designed to enhance commun#yide ecnomic activity.

Eithercapitalizingon theUS 50 SSCRPto be undertaken separately, a few projects have
been discussed in recent planning efforts that could be implemented in the &tront
One area of need consistently mentioned by the survey redpots is parking. While
large parking lots seevthe commercial centers at th&’ and Bijou, these lots are
unavailable, not suitably locatedr disconnected from other areas.

The Tourist Core Area Plan proposed parksitagndards that wouldsupport the concept
where visitors to the areapark oncee in joint use/shared parking areas and patronize
multiple businesses in a single trip facilitated by pedestrian and transit connections
between commercial nodes and along majoommercial corridos. The Community
InvestmentProjectssection of this study discusses projects that could be implemented to
achieve theoverall objective of encouragg both residents and visitors to spend more
time in the area beyondhe Tourist Core
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PROJECBACKGROUD

The US 50 South Shore Community Revitalization Pr&jé&c60 SSCRP | { I G KS a&[ 22 LJ
many locals) is a {sitate project sponsored by the Tahoe Transportation District (TTD), a regional
transportation agency serving the Lake Tahoe basin.U$&0SSCRPvolves the construction

of a new US 50 alignment around andthe mountain side of Heavenly Village and the Stateline
casino core area, generally between Pioneer Trail in California and a point southwest of Kingsbury
Grade in Nevada. The projent/blves the reconstruction and improvement of the existing US 50

corA R2NJ GKNRdAK | SIF@gSyte +Afttlr3S FtyR 0K& {aGFaGS
type environment, with a new pedestrigniendly, multmodal, experienc®riented, and

attractive streetscape and public gathering area. The project also involves the construction of
replacement affordable housing units to mitigate the loss78fexistingresidentialunits and
approximately 36,000 square feet commercial floor area within the footmt of the new US 50
alignment(see Figurel). As a supportive planning effort to the US 50 SS@RFCity, Tahoe

Regional Planning AgencyRPA and TTDin partnership with community stakeholdelsre
developing he Main Street Managementldh, which wil identify Main Street improvements,

the construction of neighborhood improvements in the impacted Rocky Point neighborhood, and

the development of improved parking management, wayfinding, and public transit gtest¢o

serve this area.

Two economic angses were commissioned by the TTD, one in 2013 and an update in 2018, that
evaluated and estimated potential economic impacts, such as on room revenues and retail sales
in the project areawhichincludes theTourist CoreThe TTD estimated that theroject could
stimulate economic benefit of potentially $1 billion in adjacent property improvements and a
projected $16 to $25 million in retail sales increaSeme comments were also made as to the
economic impats on the entire community.

The City ofSouth Lake Tahoe requested an independent analysis of the expanded economic
impact of the proposed US BSCRMvhich is the subject of this studyhis expanded economic
impact analysis more fully considers project impacts on the entire community and the
construction impacts beyond the Heavenly Village afB@e analysis provides projections of
economic impacts within the City limits of South LakénoEa specific constructioperiod
impacts, and the estimated economic impact on the City if the projemtisonstructed.Other
guestions posed by the City and addressed in this study include potential mitigation strategies
for any negative impast potential impacs on the Lake Tahoe lfired School District from
displacement of housing from the project, anther community infrastructure projects that the

City could promote to generate positive economic impact.

The expanded economic impact analysis aders project impacts on the entire community and
the construction impacts beyond the Heavenly Village aatefine areasSpecificallyywhile the
Heavenly Village area is included as part of the overall scope of the #tedynalysis focuses on
signifiant commercial nodes in other areas along US 50 beyond the Heavenly Villag&teea
other commercial nodeincludethe Ski Run area, Bijou arddarrison Avenue area, Tahoe Sierra
(Sierra Tract) commercial area, and The Y (intersection 80WBJCA 89). Figur2 shows the
general location of each commercial area.
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Figure 1
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Figure2
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The timing of this study is critical given that the new economic analysis would likely be completed
about the same time that the Main Street Management Plan is completed, and that additional
details regrding formal development agreements for planned neéfomable housing units will

be known. This collective information, among other pertinent data associated witiuh&0
SSCRPmay provide more clarity for the City Council to consider placing an cagvioallot
measure before voters in the near future determine public sentiment about thgS 50 SSCRP

US50BYPASSIMPACTMETHODOLOGY

Information for the expanded economic analysis was obtained through stakeholder interviews,
literature review of highway bypass studies, city tax data, abdStaiGroupreal estate research
services An industry economic impact model was applied to progigtwide economic impact
as a result oproject construction The tax and real estate data wereedlsto analyze historical
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and recent commercial business activity along US 50 within theADity,. a survey was developed
and administerd to capture input from businesses along US 50; however, the onset of the
coronavirus pandemic and subsequent impaat local business limited the collection of the
surveys during the time period of the study

REVIEW OE)S50 SSCRBCONOMIGSTUDIES ANBIGHWAYBYPASSTUDIES

Thetwo economic studies previously done for the project, in 2013 and the update in 2018,
presentdifferent analysesThe 2018 updated study is not directly comparable to the one in 2013

since the geographic area for the estimate otéline retail spendingvas expanded to include

GKS 20SNIff {2dziK { K2NB LINP eofsBiing df tNeQitysof FOEHF A Yy S R
Lake Tahoe and those portions of unincorporated El Dorado County, California, and Douglas
County, Nevada, WA OK | NB f 2 OF (1 SR édditiokallyytheR®1 3 stutyfdcs& . | & A
on growth in retail spending, while ¢h2018 study focuses on the growth in tax revenue from

retail spending, as well as taxes from hotel room revenue growth.

The studies covevarious economicelated elementgor the methodologyincluding context and
profile of South Shore activity andgpining, assessment of tourism and retail, case studies
surveys and project impacts. Findings were summarized for visitation and spending impacts
including to other retail node impactgpadway construction period impacts, tax revenue
impacts,one-time and orgoing economic impacts from the project, and housing impacts.

Of particular interest in the 2018 studyere thefindings onthe spending impacten other retail
nodes beynd the touristcore extending along US 50 to the Y area ditea referred o in the
2018 studyis similar in extent tahe area under review for the expanded economic analysis. The
EPS findings indicatihat dthe communityserving nature of retail along this stretch net
expected to change with thimcreased activity in the Tmist Core€¢ However, theEPS study also
statesil K linreaged overall visitor spending woutdnslate into higher convenieneariented
purchases from visitors along this stretch, as Hane elative proportion of visitor spending
dollarsWaptured¥rom passthrough travelers woulNB Y Ay & A YA f | NBFuidhgr, O dzNNXS
0 KS & dzRBe ingréaseiirSpaténtiaficonvenienodented sales and resulting sales taxes
along the remainder of US 50 to théhave not been calculated due to limitahs of available
RIGF ¢

While this latter statementindicatesan analysis wasot conducted byEPS, anecdotal evidence
may suggest such resufisren the communityserving and convenienegriented markets in the
Y area and along US 50 compared to therigiwcoreif visitor spending were to increasé&he
expanded economic analysisd not find any evidencethat an increase in visitor traffi@and
spendingwould occurdue tothe US 505SCRP.

Also, in several instances, the 2018 study referencaskipg which, according to survey
respondentsyemains the primary issue negatively affecting saldgswas heard during th2013
interviewsandduringfollow-up interviewsin the 2018 update according to the EPS studiéor

1EPS (2018Ekconomic Analysis Update US 50/Sc&hbre Community Revitalization Plaage 1.
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the expanded economic analysis, parkiwas also cited as a majeconomicbarrier during
interviews and surveysonducted

For determiration of tax revenue growth and economic impé#at the larger project areahe
2018 study offershree spending scenariosonservative (10%), moderaf0%) and optimized
(30%) increase in spending. The moderate and optimized scenageiesaedip (2 and 3 times)
from the conservative scenari@hese scenarios are dependent upon anticipated market and
jurisdictional responses to the project; howeytrere did not appear to banalysigr indication
of the marketand jurisdictional responseequired to enable these scenarios, amtiether the
jurisdictional responses are attainabléor example, the jurisdictional response nraguire a
variety of optons such as additional ciiyvestment change in land use regulatipor tax
revenue dedicatinto the project areaor along the remainder of US 50r@alizeone or more of
the spending scenariosThe studyacknowledge the optimized scenario (30%crease in
spending)s testing hypothetical impacthese spending groWwtperentagesset the parameters
for the revenue growth projections and economic impatthe 2018study.

The economianethods used in the previous studies follow industry practice fodoating retail
sales analysis, fiscal impact analysis, and econompact analysis.Hypothetical growth
scenariosvere employedo conduct tax revenue analysasid economic impact analydwr the
larger project areauein partto data limitationsand wncertain market and jurisdiction response
The expande@conomic analysiaddresses the data gap for the remainder of US 50 to the Y and
makes determination of economic impact to the other significant commercial ntrdes the
project

BYPASSTUDIES

Thissection provides a synopsis of highway bypass studieewed. A fuller description of
findings of individual studies reviewed is contained in #p@endix. The synopsis represents a
very small sample of the large volume of case studies, literatureweyvand reports completed

over the lasthree decadeson the subject of the economic impacts of highway bypasses on the
towns and cities that were bypassedvhere a major highway route through the town was
replaced by a new section of the highway that watong the outskirts of the town. In all study
cases tle bypass skirted the entire town, or at least the populated area. In contrast, the US 50
bypass in the City of Lake South Tahoe intersed®ateer Trail and US 50 and connects to the
remainder ofUS 50 in the Cityvhich isincluded inthe expanded economic impact study.

While an overall generalization may be that these studies concltldaidthe highway bypass
projectsdid not result in significant economic impactshanges in retailades and property
values in the bypassed towns amitiest §t KS &0 dzRAS& 6SNB OF NBTFdz
individual businesses were affected in varying degrees. The studies cite notable differences
among the towns relative to size, distance from a laygegional urban centemand the type of
businessesgstablished along the bypassed route. Sevstadiies categorized the type of business
into local ersusthroughtraffic-serving businesses consistent finding was that the businesses
servingthrough traffic along the bypassed route sufferebme degree of negative impact.
Service stations, fagbod restaurants, motelsand convenience stores were among the types of
businesses categorized as throughffic-serving. Touristserving busines would be aother
business type affected kaybypassOne studyin Massachusettpertained to a bypass in a tourist

Michael Baker International 9
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or destination areathisstudydid not cite anyimpacts on the tourist economy, but rather found
that the localserving businesses prospered from tfegluced congestion since residents were
more willing to travel on the bypassed rou®ne predominantconclusion to be reached from
the bypass studies is that whatever losses to the overall economy of the bypassedue to
closure or relocation of throgh traffic-serving businessesere largely offset by an increase in
locatserving business.

Thebypassstudies did not attempt to describe or quantify the economic impacts of activities
conducted by the bypssed towns designed to capitalize on theciélary benefits of the
bypasses the reduction in traffic volume and congestion, improved pedestrian safatyl
access to shops along the bypassed corridor. One community that did undertake a revitalization

pland A YAt I NJ Ay 40213 G2 {2dz2iK [F18 ¢+rK28 A& /|

Project was completed in 2016, the year before the opewindpe F580 bypass of US 50 (Lincoln
Highway/Carson Street) through downtown Carson City. The Downtoempléte Street
Project 0.6 miles between % Street and William Streetreduced traffic lanes, added
sidewalls, landscapingand monument signageand enhanced pedestrian crosswalks. The
Carson City Planning Department has been collecting retail sati@srdthe downtown area and
citywide since 2014. Although the data are not statistically conclusive one way or another, due
to the small sample sizend the fact that retail sales spike in oa@dimbered years when thgate
legislature is in session, thelo indicate what could be a significant yeeryear increase in the
even years (2016 compared to 2014 and 2018 compared to 2016), perhaps shosvimgject

may have warded off a decline or flattening out of sales in the downtown area. Sales data from

NE

2019are expected to provide a clearer picture of the impact, Bug2 y Qi 6 S | @I-AfF o6f S

2020.

ECONOMIGMPACTS ON THETY OFSOUTHLAKE TAHOE

SQURVEYOFBUSINESSES

As part of the analysis in determining economic impacts, the research gfttutled conducting

a survey of businesses in the Clowever, gren the COVI29 pandemicand local quarantine
orders, many businesses were not successfully engaged due to closures or limited hours of
operation.Only a small proportion adurveys werecompleted relative to the full survey effort.
Therefore, the results are treated as anecdatglut to the studyandremainusefulasa form of
primary data collectionfor the study A description of the survey methodology is contained in

the appendix.

Meetingswith leadership of both the South Tahoe Chamber of Commerce and the Lake Tahoe
South &iore Chambeof Commerceavere conducted asraearly step in the development of the
survey instrument and survey collection proceAs representatives of the bugss interests in
{2dziK [I1S ¢ K2S3s G4KSaS AYRA DA Radersiéthdphtessy 2
but are a valuable resource in the collection of data that would be the foundation of the analysis.
During these meetingghe consultants coducted afluid discussion about the study and its
objectives.

Michael Baker International 10
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Completed surveys were colled from differentbusinessypesincludng hotels, restaurants,
massage and body work therapy studios, cleaning servares automotive suppliesindings
from the limited surveygabout 25 percent response ratshow that he predominant customer
baseis composed of tourists, averaging between 85 to 90 percent of total customers. Most of
the businesses are accessed by personal automobile. Of the businessegduamajority were
aware of the proposed US S5CREBnd were of the opinionthat the project would result in a
decrease in businesat least in the short terntanging from a low of 10 percent to a high of 90
percent. The business that cited a 90 percerduction in business during constructiaa hotel
locatednear the intersection of Lake Tahoe Boulevard and Pioneer Thalbusiness operator
expressed concerthat the ingress and egress into the hotel parking lot would be severely
impacted duringconstruction.

Survey respondents were split on the benefiathhe project would have on the community of
South Lake Tahoe. The business areas identified that would benefit the most from the US 50
SSCRP would Ibéeavenly Village and Statelifgecause bthe existing traffic generators in the

form of the casinos ahparking infrastructure.

When queried about the disruption in travel routes during construction, responses ranged from
a 10 percent to a 40 percent decrease in business activity.

The numberone issue identified to improve the commercial business aredlanal economy
was thelack of ample parking facilities large enough to accommodate the influx of visitors.
Another need cited was better traffic flow. One respondent even suggested the adoptia
local mitigation fee that would address the impactstba local infrastructure from the influx of
visitors into the Tahoe Basin.

SECONDARDATA

With the inability to complete thdull surveyeffort to obtain direct data fromocal businesses
the expandedeconomicstudyalso usesecondary data in the form aéx information from the
City, as well aslemographic and real estate market informationrnt@ke estimates of lonterm
economic impact from the project.

FORECASTRLONG TERMECONOMIAMPACTS

One method to determine if an action or a development would have an economic impact is by
case studyForSouth Lake Tahoegdevelopmenibf the Heavenly Village aréathe early 2008
providesalocalcase study wheréhe economy of the Citgan be exminedover aspecifictime
period andwhether this significantredevelopment project had aoticeable economiémpact
outside of the project area.

In terms of general sales grow#incethe Great Recessionthe economy of South Lake Tahoe
has grownat abou the samerate asthe rest of thestate. Table 1indicates that for the most
part, except for greater annual fluctuatiosalesin generalhavenot grown appreciablyrelative

to growth rates experienced statewidsver the last 10 year§he saledata is a type ofagging
indicatorthat suggess lack of astrong catalyst for greater economic activity for the entigy
beyond normal cyclical economic growth
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Table 1
Growth in Taxable Sales

Percent Change

SOUED (LA Statewide
Tahoe
20092010 2.2% 4.4%
20102011 5.1% 8.8%
2011-2012 5.7% 6.6%
20122013 8.1% 5.3%
20132014 3.6% 5.1%
20142015 4.2% 4.2%
20152016 7.2% 2.6%
20162017 5.5% 3.6%
20172018 3.6% 4.2%
20182019 2.5% 3.1%
Average20092019 4.8% 4.8%

SourceCalifornia Departmetof Tax and Fee Administration

The variationof the local economy relative to thaate is depicted graphically iRigure3. With
the exception othreetime periods, growth in salda the Cityhaslaggedbehindthe state from
a percentage stanfpoint. Unsustainable mkesin sales growtltan be attributed to many factors
in thetourist-driven economyincluding weatherand shortterm events

Figure3
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Source: Michael Baker International

While citywide saks growth offers a picture of the local economy narrowe evaluation is
needed to better test whetheearlierinvestment inthe Heavenly Mageareahastrandatedinto
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economic benefits t@ther commercial areadMeasurementdor the analysis includéne CoStar
rating system and absorption of commercial square footage.

The C@&ar rating system evaluate buildings for pospective buyers. The ratings are bdsmn
analyzing a series of componentscation, tenants, architecture/landscapingsite accesssite
design, ancbertifications.Forthis analysisthe rating systems used to indicate the value of the
building stock in an arealhe higher the numbeiassigned by the rating systerthe more
attractivethe buildingand command of higher rentBasedn data obtained from CoSt&roup
and as shown inTable 2, threefourths of the four starrated commercial/retail buildingare
concentratedin the Heavenly Village aredhisis to beexpected ashis area has benefited from
redevelopment.Theremaining fourstar-rated buildings are evenly split in the Ski Run and Bijou
areas which are the next closest commercial areas to Heavenly Viladenave alsdenefited
from redevelopmentThis could suggest some influence on investmenh@setwo areas from
redevelopmentsimilar to Heavenly Vallegiven parts of these aes are within the tourist core.
According to CoStar reportdydre are no fousstar-rated buildings in the remaining commercial
areas of Harrison, Sierra Tract, or thewhich compose the bulk of threstar and below ratings.
This may suggest the econaninfluence of redevelopment has not reached these areas, and
also marka difference between mostly localand conveniencaerving and tourisserving
businesses.

Table 2
Percentage of Buildings Rating by Area

Commercial Area 1 2 3 4
Heavenly Village | 15.4%| 26.8%| 25.9%| 75.0%
Ski Run 15.4%| 10.7% 5.9%| 12.5%
Bijou 0.0%| 14.1%| 20.0%| 12.5%
Harrison 7.7% 2.7% 2.4% 0.0%
Sierra Tad 23.1%| 18.8%| 20.0% 0.0%
The Y 38.5%| 26.8%| 25.9% 0.0%
Total 100.0%| 100.0%| 100.0%| 100.0%

Source:CoStar Group

Another way to determine the relative distribution of positive economic benefit of
redevelopment is tcexamine the commercial retail real estate activity over the pérsince
previous redevelopmenh Heavenly Village occurre@neindicatorthat may beexaminel is the
absorption history of commercial space in the are@able 3 presentsthe net absorptionof
commercial square footage for theodessince 2006(latest awilable data) Net absorption
accounts for changes in occuparafyavailablefloor area.
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Table3
Net Absorption of Commercial Retail 20619

Change in Occupiec

Floor Area

Commercial Area| Sq. Ft. Percent
Heavenly Village | 136,949 97%
Ski Run (5,476) -4%
Bijou 34,788 25%
Harrison (8,157) -6%
Sierra Tad (1,940) -1%
The Y (15,147) -11%
Net Total 141,017 100%

SourceCoStar Group

The data showghat the Heavenly Village area accounted for [®&rcentof the absorption of
commercial square foage in the past 14 years. In addition, only Heavenly Village and Bijou
showed positive absorption during that timevith recent absorption foBijou coming in2019

with store openings such as the Whole Fobtirket at the Bijou Marketplace

The data tablessuggestthat redevelopmenthas provided localizedconomicbenefit to those
areasmeasured by higher building ratings and greater absorptidowever, the data also
suggest that significant economic benefits from redevelopnukdinot appreciablgpread to the
remaining commercial areas along US Blisis not to imply that redevelopmentover the past
years was not successfals theHeavenly Villagarea ontinues to draw visitoactivity which
generaesincome and taxes for the City of Southke Tahoe. Howevethe measures used in
this study indicate these projectover time have not stimulated similar positive economic
impactandinduced economic development ithe remaining commerciareasto the Y.

CONTINUOUBCONOMIAMPACTROMADDITIONANEWHOUSING

TheUS 50 SSCRP proposes ¢hastruction ofmixedruse commerciand residentialunits on
Sites 1, 2, and 3 of Alternative B Triangle (s@ious Figue 1) that will result in the addition of

up to 150affordablehousing uits in excess of the replacement housing, which will help satisfy
housing needsf low- and moderateincome families in theegion? The new housing wiihduce

150 new households to locate in the City of South Lake Tahoe. Based on an estimatedold
income of $38,900 (80% of median income for South Lake Tahoe as reported bS @emsiis
Bureau, Community Surveyhe total amount of new household income would be approximately
$5.8 million. Theeconomicimpact to the Cityfrom this new housings rot the total new
householdincome but rather thesales outputthat is induced as thdousehold spending
percolates through the economgenerating additional jobs and incomiérom application of the

2Thereare up to 229 units shown on Sites 1, 2 and 3 in Figure 1 Alternafivie®le (70 or 72 on Site 1,
70 on Sites2 and 3 plus another 17+ G 0 2 y dza ¢  siteyTRei 229urits/less the 78 units of
replacement is 151, but since Site 1 is either 7@2Zir 150 unitswas used.
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IMPLAN modelthe induced impact to the City is $521,080nually and creates an additional
4.28 jobqTable 4).
Table 4

Impact of Spending byNet New Household
From MixedUse Development

Employment Output

Induced Impact 4.28 $521,000
Source: IMPLAMjichael Baker

The incomeof thesenew householdswill induce an increase d§154,606 in taxable spending
which results in an increase of $2,3itRannualtaxes to South Lake Tah¢€able 5. Perhaps
more importantly, hese new affordable housing units widwcreate new economic demaridr

the City as a wholand provide local workforce housing that supports economic competitiveness
of the City.

Table5
Taxes Generated biet New Households
From Mixed Use Development

Retail Sales $154,606
TaxRate toCity 1.50%
SalesTaxRevenue $2,319

Source: IMPLAN; Miael Baker

FORECASIF CONSTRUCTIGNELATEIRXCONOMIGMPACTS

TRANSPORTATIOMPROVEMENTS

Project onstruction incurs a source of incom& the communityfor a limited time from
temporary gains in labor and sales. Based on current estimtites)S 50 SSCRP transportation
improvements would cost $74.5 milliofEmploying the IMPLAN modahd applying input
parameters thatgenerateimpacts specific to the §i of South Lake Tahpehe total impact
(direct, indirect, and induced) from construati of US 50 SSCRP transportation improvements
would be over $77.3 milligrasshown inTable 6 However, this assumes that local firms receive
the bulk of the construébn contracts to keep income generation local. Also, given the scale of
the South Lakeahoe economy in terms of the cycling of the revenues, the indirect and induced
sales gains from construction will be limited in the City.
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Economic Impactrom US 50 SSCRP
TransportationlmprovementsConstruction

Output
Impact Employment Gain (S#es Gain)
Direct 336.83 $74,500,000
Indirect 8.46 $2,090,000
Induced 5.60 $713,000
350.89 $77,303000

Source: IMPLAN
MIXEBUSEDEVELOPMENT

The US 50 SSCRP proposes an expenditure of $41 million for both theusexeasmmercial and
residential deelopmentaspects of the project. A portion is uséd replace the amounof
existing commercial and housitaken for the construction fothe transportation improvements
while addinganother150new affordableresidential unitsThis expenditure witieneate indirect
and induced income in the community if all the direct expenditure is made in the community.

Table7 presents the total impcts fromconstruction of themixeduse element®n Sites 1, 2 and
3. It is estimated that the total impacts includinmgirect and induced would be approximately
$42 3 million. This assumes that local firms receive the bulk of the construatartracts.

Table7
Economic Impactrom Construction of MixeeJse Development

Output
Impact Employment| (Sales Gain)
Direct 287.2 $41,000,000
Indirect 3.36 $660,000
Induced 4.76 $606,000
295.44 $42,266,000

Source: IMPLAN

DISRUPTIOKAUSED B@ONSTRUCTION

The disruption caused by construction would cause a temporary economic loss for those
businessesn the immediate viciny of the new alignment of US 50 nedhe intersection of
Pioneer Trail and US 5The loss would be attributed to beingds attractive to customer&ased

on theUS 5Mypassalignmentmap showinghe affectedparcels, ilappears thaup to 200 motel
roomswould be impacted Assunng the worst case scenario, based on the average occupancy
rate of 33%° an average room rate of $60 (which is the highest advertised rate of those motels
in the immediate area), and assuming a catastrophic loss qfebfent patronageduring one

year of construction, the estimated loss in sales (equivalent to output) iappately $723,000.

3Source: Lake Tahoe Visitor Authority, JangBlscember 2019
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Applying the IMPLAN modeko determine indirect and inducedimpact the total lossis
approximately $754,0Q@s presented ifTable 8

Table 8
Economic Losfom Disruption of Businesses
During One Year of Construction

Impact Employmenioss Output.osgSales)
Direct 6.87 $723,000
Indirect 0.24 $27,584
Induced 0.03 $3,412

7.14 $753,996

SourceiMPLAN; Michael Baker

As a esult, the total limitedtime net economic gain citywide from constructioelatedimpacts

from above is an additional 640 jobs comprising direct employment from construction as well as
indirect/induced employment (e.gother jobs generated/loss duringonstruction). The net
output from construction, or temporary sales gain to the conmityiin general, is $118.8 millipn

as summarized ifiable 9

Table 9
Summary of Construction Impacts on Local Economy
Impact Output
Transportation Improvements $77,303000
Mixed-Use Development $42,266,000
Disruption ($754,000
Net Total $118,8.5,000

SourceiMPLAN; Michael Baker

IMPACT OIOTYREVENUERROMCONSTRUCTIENION-RECURRING

The City will receive positiveales taxrevenues from the retail spending froimdirect and
induced retail sales generaddrom overallconstruction. Tts will be a limitedime impact that
will not continue when the projects completed.In contrast the City willalsolose transient
occupancy taxevenue during the construction peiod from disruption to adjacent motels
causnga temporary economic los$able10shows theCity willgaina small margin ofades taxes
generated byproject construction but lose a greater amount through theahsientoccupancy
taxfrom diguption (Table 1). Thisresults in a net revame loss of $69,32in tax revenualuring
constructionof US 50 SSCRRable 12.4

4 Retail sales impact for construction is generated by the IMPLAN model for indirect and induced impacts.
The relativéy small tax revenue gains to the City from condinrcis due to sales leakage out of the City

as determined by the model parameters and local retail environment. The larger loss from lodging sales
is a product of directly impacted sales versus beinmémect or induced impact like retail sales.
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Tablel0
Summary of Impacts on City Revenues during Construction
Sales Taxes Generated by Construction

Retail Sales
Mixed-Use Construction $65,220
Roadway andTransportation
Improvements Construction $133,881
Total Retail Sales $199,101
Rate to City 1.50%
TaxRevenues $2,987
Source: IMPLAN; Michael Baker
Table 11
Loss offransient Occupancy Tax (TAR§venues from Disruption
Impact Output
Lodging Sales $723,0®
TOT Rate 10 %
TOT Taxes $72,300
Source: IMPLAN; Michael Baker
Table 12
Summary ofFiscallmpacts
Impact Output
Sales Tax
Transportation Improvementand
Mixed-UseDevelopment $2,987
TOT Tax
Disruption ($72300
Net Total ($69,313)

Source: IMPLAN; Michael Baker

ECONOMIGEFFECTOF NO-BUILDALTERNATIVE

Not constructing the US 50 SSCRP would result in a loss of estimated indirect and induced
economic aitput of $2.8 and $1.3 million from the transportation improvements and mixese
development, respectivelyThere would also be reversal oét revenue Iss of about $69,000
(asshown inTable12) as the motels impacted during construction of the bypassrsection at

US 50 and Pioneer Trail would not be disrupfBdese are on¢ime losses of economic output
during construction if the project is ndiuilt. In addition, here would be a longerm loss of
economic output from expenditures by the new het®lds occupying the proposed housing in
mixeduse development sites estimated at $521,000 annu@ébgshown inTable 4.

5These figures are the sum of indirect and induced impacts from transportation improvement and mixed
use developments in Tables 6 and&spectively
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OTHERMPACT®#ND STRATEGIES

Additional questions were identified in the Request for Proposals that have not been directly
addressedabove. These questions concern mitigation of impacts, the effects on the Lake Tahoe
Unified School Distrigtand what other community investments th€ty canmake to generate
greater positive economic benefits than thkS 50 SSCRP

MITIGATIONBTRATEGIES
TRAFFITMPACTOURINGCONSTRUCTION

Access to existing residential and commercial properties can be expected to experience
significant impacts duringrojectconstruction To reduce these impacts, to allow as much access
as reasonably gssible to homes and businesses, théS 50/South Shore Community
Revitalization ProjedDraft Environmental Impact RepdiDEIR specifies that a Transportation
Management Plan (TMP) will be developed in accordance w@ahifornia Department of
Transportation(Caltran3 requirementsin coordination with TTD, TRPAgwWda Department of
Transportationthe City of South LakTahoe, and Douglas County (DEIR Impa€t)3.6

The TRPAermit requires the construction of 78 units of replacemdrdusing prior to the
demolition of existing housing. This is a critical factor in the development of a successful TMP.
The replacement dusing would be constructed at one or more of the mixest development

sites.

It is also required that construction awities for the Loop Road construction and the replacement
housingmaintain access to the existing businesses and residencearab remain.

The following is a suggested phased scenario for Alternative B designed to satisfy the required
DEIR cortauction-impacts mitigation measure 3.6, the proposed phasing refers xhibit 1.

Phase 11 Construction of Mixed-Use/Replacement Housing Development at Site 3

Site 3 is located south of Village Center along Lake Parkway (new US 50). The proposed
development at this site includes 70 residential units (87 with 25 percent density bonus)
and maxmum 10,000 sgare feetof commercialuses Development of Site 3 prior to
demolition of housing within the Loop Road footprint would satisfy the repleas
housing requirement. Site 3 currently contains 250 parking spaces for Heavenly
Village/Villag Center employees. A parking study should be conducted that determines
the number of replacement employee spaaeseded and where they may be located

both during construction and permanently.

Phase 27 Demolition and Construction of New US 50

With the Site 3 development ready for occupancy, the demolition of the footprint of US
50 Loop Road and its construction may commence. The construction of the 830 U
from the new Pioneer Trail/lUS 50témsection along Lake Parkway to the proposed
roundabout is recommended to be constructed in this phase to allow that route to be
open to handle the bulk dhrough traffic before proceeding to the next phase wiwer,
during construction, Access Rowgconsisting of one travel lane in each directiarould

be maintained to allow access tdeavenly Village Way aribde driveways to Heavenly
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Valley/Village Center. Traffic will be transitioned between the existiage Parkway
travel lanes to the new USD lanes when those are constructed.

Phase 31 Construction of Main Street

This phase would include the construction of the new Main Street segment between the
new Pioneer Trail intersection and the new US 50. s&¢toute B is maintained during
the congruction of this phase. This route is depicted in ExhlbiThe proposed access
route will consist of one lane in each direction and will be maintained throughout the
entire construction process of this segment.

Within the segment of Main Street betwedtheavenly Village Way and new US 50, there
are three subphases: While the eastbound lanes are demolished and reconstructed,
the access route will occupy the existing westbound lane and the median/turn pockets.
2) When the new eastbound lane and southesiftontage improvements are completed
and while the new westbound lane is reconstructed, the eastbound lane will shift from
the median/turn-pockets to the new eastbound lane and the direction of travel in median
will be reversed. 3) The new westbound lanél be opened and the median and turn
pockets and the remainder of the frontage improvements will then be completed. Access
to adjacent driveways will be maintained.

The above traffic management scenario wakultin minimal disruption, allowing all busesses

to remain open and residences to be accessible throughout the construction process. Disruption
will be further minimized by critically located major construction activity limited to the shoulder
season.

Whenthe TMPisfinalized and approved, it sluld be made available to every property owner,
business ownerand tenant in the project area. Well in advance of construction, a complete
schedule should be provided for all phases. Any changes in the schedulé se@ommunicated

to the adjacent propdies as soon as they are made. It is critical that all affected property owners
and tenants be made aware of the impacts and the provisions that have been made to maintain
safe and convenient access during all hdbeg access is needed.
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Exhibit 1
Phased Scenario for Alternative B

RIGHT OF WAY IMPACTS MAP - ALTERNATIVE B
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PONEERRAILTRAFFI®IVERSION

Survey respondents indicated opinions that the project would cause motorists traveling
northbound from Meyerdo divert to Pioneer Trail, theby bypassing the section of US 50 going
through theY. Although no traffic analysis could be found that indicates such a diversion currently
takes place, there is a likelihood that the traffic volume on Pioneer Trail partially coosists
throughtraffic on the way to Stateline and beyond. There is alser@ain unquantified likelihood

that the project will divert more of this traffic from US 50. Evidence that this might occur is
provided in the DEIR Traffic Operation Analysis Update. Comparison@figtieg (2015) peak
hour volumes at the Pioneer Trdil5 50 intersection with those of the AlternativeTBangle
shows a potential diversion ofip to 50 percentof new peak period tripsor 120 new tripsfrom

US 50 to Pioneer TraiThe Traffic Operatn Analysis indicatesancrease oR40summer peak

hour trips entering he US 50/Pioneer Trail intersection froeastboundPioneer Trailand
southbound US 5Q1,573existingversusl,813with Alternative B; see Exhibit 2). Thisincrease
includes 1D trips from Pioneer Tra{from 452 existing to 572 with AtnativeB). The percentage

of the total increase from Pioneer Trfi0/240= 050) may be assumed to be diverted from US
50.

Interms of delay, the intersection operates better with Aifet G A @S .  (-BdeAyt Réy Qi KaSS
(23.2 secondsersus 37.5 seconds, respectively, in the existing plus project scenario). However,
the Traffic Operations Analysis does not indicate whether there will be less delay on the Pioneer
Trail eastbound legersusUS 50 southbound, which would indicate whether one route would be
preferred over the other (in Google Mager example). Without similar intersection volume data

for Pioneer Trail at US 50/89 near Meyers, it cannot be stated with certainty whittbgroject

will divert traffic from US 50 onto Pioneer Trail. If diversion does occur, it is likely due to the
proposed configuration of the Pioneer Trail leg of the intersectigmich features a largeadius

free right turn onto new US 50 with an atestionlane. The Pioneer Trail traffic proceeding on

the new US 50 will not be delayed unless the rglith movement is controlled, which would
defeat the purpose of the free right. If the City desires to prevent any diversion, the design of the
intersectiont eliminating the sweeping right tum may be an option. Another option would be

to increase the overall travel time on Pioneer Trail, for example, by installing tcaffiing
measures and/or adjusting the signal timing at the intersections witffakloe ad Ski Run
Boulevards.
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Exhibit 2
PeakHour Intersection Volumes (Summer)

Existing (2015) Alternative B Trangle (2015)

SourceWood RogerdJS 50 SSCRRltrans Project Report Traffic Analysis Upd2dd,6
DISPLACEMENT SEHOOtAGH (HILDREN

There issomelikelihood that families with scho@ged children will be displaced from existing
housing in the path of the new US &lignment relocation. Although the replacement housing
must be constructed and available for occupancy prior to the demolition of any haoe® of
these familiesill likelymove out of the Lake Tahoe Unified SchooliiRis(LTUSD). The following
analysis looks at the financial impactttee LTUSD from the loss of student enrollment due to
relocation.

QURRENDISTRICENROLLMENT

Tablel3shows the enrollment per grade group from the latest data (28@9from the Chfornia
Department of Education. An approximation of student generation rates per dwelling is
calculated by dividing the enroliment numbers by the estimated occupied houstapitth Lake
Tahoe, which is 8,918ccording to the DEIR Relocation Study.

TaHde 13
Lake Tahoe Unified School District Enrollment (223

Grade Group Enroliment s;t'gsggfﬁgﬁglhoé
Kindergarten to 3 Grade 1,174 0.13
4" to 6t 921 0.10
7 to 8 616 0.07
gth to 12 1,194 0.13
Total Enroliment 3,905 0.4

SourceCalifornia Department of EducatipPEIR Relocation Stydyichael Baker
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