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4.8 Net Impacts by Land Use by City

Using the preliminary impact model each of the pro-formas was evalvated for each of the 27
communities phus the two counties. The community results are shown in Figure 4-6. Total revenues and
expenditures are indicated along with a ratio of revenmes divided by expendifures. Ratios greater than cne
indicate a positive net impact. Since this 15 an order of magminde model, ratios close to one should be
considered a neutral impact.

Although construction costs are shown mn the pro-formas, these are only used as a basis for calculating
assessed value. No construction sales tax, permit fees or related expenses are included in the net impacts
since these are non-recurring items that distort the longer term impact results.

4.8.1 Indusirial Development

Industrial development generates a moderate positive fiscal impact for most cifies. For this example,
assessed value varies by city, based on differences in land values, although FAR and employment per acre
are fixed. For Goodyear, Buckeye, El Mirage and Queen Creek that have relatively lugh local property
tax rates, the ratio of revenues to expendsures for industrial development ranges from 1.63 to 2.35
indicating a strong positive impact. For Mancopa County, industrial development also generates a
positive impact since the county relies on property tax revenues and not sales tax for operations and
maintenance {(O8&M).

Real property assessed value for industrial 1s less than for office development, but employment density 13
also lower. Typically with industrnial development, the majonity of assessed value 13 from personal
property. Based on averages from the Census of Manufactuning, the induvstrial pro-forma includes
$15.000 of personal property per employee, which helps to boost properiy tax revenues. Additionally,
thiz pro-forma assumes that 50 percent of the industrial space would be for lease, thus generating some
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sales tax revenues for cities. On the expenditore side industrial and office development generally require
less police service than other types of development. This is significant since public safety 1s nsuvally one
of the largest expenditure items for cities.

4.8.1 Office Development

Office development creates a positive impact for most cities, with the ratio of revenues to expenditures
ranging from 0.68 to 2.53. The greatest posiftive impacts are in cities with both high sales and property
tax rates such as Tempe, Avondale, Goodyear, El Mirage, Buckeye, Fountain Hills and Queen Creek
since both higher property valoes and sales faxes on leases are important revemues from office
development.

The model shows break even or negative impacts for cities like Mesa, Chandler and Gilbert which have
very low or no primary property taxes and relatively low sales tax rates. Paradise Valley, which also has
0o primary property tax, shows a negative impact due to the high cost of police service. Maricopa County
which does not have any general fund sales tax but shows a positive mmpact since office development
generates sufficient revenues from property taxes to cover the cost of county services.

The pro-forma assumes that 85 percent of the office space 15 leased versus owner cccupied. The office
pro-forma also includes $10,000 of personal property per emplovee, which helps to boost property tax
revenues. Office development, which i1s assumed to be low to mid-rise office for this example, has the
highest assessed value among nonresidential uses due both the quality and density of development. Real
property values are about 2 5 times the level for industrial or retail development. Office development also
generates more employees per acre than retail or industrial so the owverall level of expenditures is
generally higher.

4.8.3 Retail Development

Eetail development creates the larocest posittive impact sienificantly ereater than anvy other tvpe of



FIGUEE 4-6
NET IMPACTS PEE ACEE OF DEVELOFPAENT EY CITY AND LAND USE TYPE

AND EEVENUE TO EXPENDITUERE EATIOS
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NET IMPACTS PER ACEE OF DEVELOPMENT BY CITY AND LAND USE TYPE

FIGURE 4-6 (continued)

AND EEVENLUE TO EXPENDITURE EATIOS
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4.8.4 Residential Development

Residential development 15 the only type of development that creates a consistently negative impact. The
five pro-formas shown here range in density from rural single-family at 0.2 wnits per acre, to very high
density mmlti-fanuly at 34 units per acre. The impacts from residential development are largely a function
of the tax structure of cities in Arizona. The majority of revenues from residential development come
from property tax and state shared revemues. Additional revennes from service charges offset some
expenditures for stems such as recreation. However, since most residents use city services more heavily
than people working in the city, the expenditures from residential development typically outweigh

Tevenues.

Although it is true that increased density results in lower capital costs for infrastmucture it does not
necessarily result in lower operations and mamnfenance costs. In general, the impacts become more
negative as density increases for single family since the larger amount of residents per acre demand a
higher level of services which are not offset by the increase in property tax revennes per acre. Within
multi-family, there is little difference between high density and very high density, but in both cases the
impacts tend to be less negative, or even slightly positive, compared to single fanuly development. In
addition to property taxes, nmlti-family development generates sales tax on rents which resulis 1 greater
revenues to offset service costs. Positive mmpacts in high density nmlti-fanuly development are most
likely in cities with high land values as well as higher sales tax rates such as Fountain Hills, Cave Creek
and Queen Creelk.

Among the residential pro-formas shown here, hugh density and very high density nmlti-fanmly yield the
highest proportion of revenues relative to expenditures. Very small lot single family appears to have the
most negative impacts. However, there is significant variation among cities. A summary of the relative
revenue to expenditure ratios for each residential density type is shown in the graph below (Figure 4-7).
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MNet New Square Feet™

FAR Range Net New Land Area Range [Sq. FL.) Net New Acres
lower  Mid  Higher | SFatlower SFatMid  SFatHigher Ac.at Ac.at Ac.at
FAR FAR FAR Lower FAR Mid FAR Higher FAR
Retail 1,370,000 0.20 0.30 0.40 6,850,000 4,566,667 3,425,000 157 105 79
Office 1,400 000 0.20 0.20 0.40 7,000,000 4,666,667 3,500,000 1lal 107 30
Industrial 2,380,000 0.10 0.15 0.20 23,800,000 15,860,007 11,900,000 54b 304 273
Total 5,150,000 37,650,000 25,100,000 18,825,000 864 576 432

*Source: The Chesapeake Group; TischlerBise

Net New Acres

Ac. At Ac. At Ac. At
Lower FAR Mid FAR Higher FAR
157 105 79
161 107 80
546 364 273
864 576 432
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PLANNING AREA
RCC / Industrial / “Employment”: 6,417 acres




iy

.
A

TOWN LIMITS

Industrial / “Employment”: 1,369 acres
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Industrial / “Employment”: 1,229 acres



TOWN LIMITS

Industrial / “Employment”: 1,073 acres



MNet New Square Feet™

FAR Range Net New Land Area Range [Sq. FL.) Net New Acres
lower  Mid  Higher | SFatlower SFatMid  SFatHigher Ac.at Ac.at Ac.at
FAR FAR FAR Lower FAR Mid FAR Higher FAR
Retail 1,370,000 0.20 0.30 0.40 6,850,000 4,566,667 3,425,000 157 105 79
Office 1,400 000 0.20 0.20 0.40 7,000,000 4,666,667 3,500,000 1lal 107 30
Industrial 2,380,000 0.10 0.15 0.20 23,800,000 15,860,007 11,900,000 54b 304 273
Total 5,150,000 37,650,000 25,100,000 18,825,000 864 576 432

*Source: The Chesapeake Group; TischlerBise

Net New Acres

Ac. At Ac. At Ac. At
Lower FAR Mid FAR Higher FAR
157 105 79
161 107 80
546 364 273
864 576 432
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Land Use

[:I Neighborhood Commercial: 166.97 acres
- Community Commercial: 22.23 acres

- Commercial: 397.73 acres

PPPPP Regional Commercial Center: 114.22 acres

////A Office/Services: 60.09 acres
Mixed Use: 527.89 acres
- Employment Type A: 977.95 acres
- Employment Type B: 769.88 acres

s
5

/ ﬁzé

Combs'Rd




NARRATIVE
' “DESIGN GUIDELINES

%: FINANCE PLAN









