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Summary

The May Town Center Econamimpact Analysis (May Town Center Analysis) prepared for

Bell 6s Landing Partners appears to rely on sp
Nashville areads recent therdeofgritha prdjected benefitt ec ono
and taxrevenues in the May Town Center Analysis to be realized:

A The Nashville area would have to have 15 years of sustained, constant growth in the local
economy and real estate market

A Development phases at May Town Center would have to be inconsistent with the

Pl anning Departmentds recommendations for

Development Area zoning

None of the direct new jobs in the office and commercial sectors created at May Town

Center would displace jobs already in the Nashville Area

Trends in emmyment in the Finance and Insurance, Real Estate and Administrative

Support sectors in Davidson County would reverse

Davidson County would have to double its capture rate of new population in the

Nashville Area

May Town Center 6s d ayferhllanfrastrusturexcostslrdiallhn ave t o

maintenance and operations costs related to new infrastructure

May Town Center would be able to attract new employers to the region without any tax

incentives

> > > > >

we build it, they willcomel n ot her words, i will succeed be
of fers the advantages of building a completel
benefiting from the surroundn g ci t yo: of course, these words
unfulfilled vision of Metro Center nearly forty years ago when it was first proposed.

Overall, the May Town Center Analysis appears premised@a @ f i el d ofiifdr eams o
t
I

Specific flaws with the May Town Center Analysis include:

Project Phasing Assumptions are Contrary  to Project Intent and the Real Estate
Cycle

The assumption that all development will occur in equal phases appears contrary to both the
intent of the project and the way that real estate cycles work, not just in the Nashville
Metropolitan area but also inrtually every large cityThe author of the May Town Center

Analysis concedes that #nApredict i nfgentaketwillr eal e
dictate the build out and phasing of the various compon@ntamercial retail and restaurant
space will follow buildout of offi ce and residential devel oo

Historic Office Space Absorption Rates are Ignored

While it is difficult to predict vacancy rates in 2011, we know that there exists a fair amount of

vacant office space in Nashville atiat the absorption rate of office space projected for May

Town Center would be unprecedentBde s pi t e t he authordés assertiol
take the office spaceé will not be a probl em,
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assumption tht office space absorption in May Town Center will sustain at a rate equal to 82%
of the MSA rate of absorption for the last eight years.

Projections of Residential Growth are Inconsistent with a Recent Decline in
Internal Migration and Historic Capture Rate for Davidson County

The May Town Center Analysis projects that Davidson County would capture 47% of
newcomers to the region as a result of the projeaach year since 2000, Davidson County
actually experienced negative net domestic migraMmreover, since 2000, Davidson County
has captured just 24% of the overall increase in population in the Nashville MSA.

Projections of Growth in Employment Certain Sectors are Inconsistent with
Recent History

In five out of the seven industries where the Mayn Center Analysis projects growth, it

would represent a reversal of recent employment patterns in Davidson Cichaniylay Town

Center Analysis projects growth in Administrative, Fire and Insurance, Real Estate, Restaurants
and Retail sectors despitediines in employment in each of these industries since 2001.

Infrastructure, Operations and Maintenance Costs are Not Considered in
Projecting Tax Revenue

The May Town Center Analysis does not consider any offset to projected tax revenue benefits.
While the author of the Analysis suggests that the developer would be responsible for the cost of
a new bridge, the May Town Center Analysis is silent on other infrastructure costs and
operations and maintarnce costsFor example, the potential cost of opergtiwo new schools

would equal 10% of projected tax benefits for the project in the year 2024.

Projected Tax Revenue Fails to Account for Offsets Due to Tax Abatements

The May Town Center Analysis also fails to address potential offsets in tax revetweulth

result from tax abatements or other incentivihile the site developer might not seek these

benefits, it is likely given recent historythat abatements would be offered to any major

employer being sought for the office and commercial us&agfTown CenterAccording to

the author of the analysis, Aincentives are a

The speculation and assumptions underlying the May Town Center Analysis should be familiar

to Nashville.Much of the same rhetorigas used to support another projedietro Centeii

when it was first conceived almost forty years ague parallels between Metro Center and May

Town Center are strikingdoth developments were planned and touted as a unique,-oseed

complex that wold provide job opportunities, housing, recreational activities, and

retail/ restaurant options to visitors and peo
Clearly, Metro Center did not meet this aspiratibime example of Metro Center neither

confirms nor denies the potential for May Town Center, but serves as a cautionary tale that

signifies the inherent risks involved in real estate speculation, retail/restaurant ventures, business
attraction and residential preference.
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Introduction

The purpose of this paper is to provide a brief assessment and analysis of the Economic Impact
Anal ysis f or Be lltlsaosthelindent dfithe authd?sato condwectraseparate
calculation of potential costs and net benefits of the prdjesteal, to the extent that policy

makers are basing their decisions regarding the planned rezoning of the Bells Bend area on the
potential for economic development, it is important that they understand the limits of the
devel operds analysis before them.

The bais for this review is information contained in the February 4, 2008 Economic Impact

Analysis for Bell s Landing Partners Power Poi
available to the public on the desEkangysis 6s we
was prepared by Dr. William Wade of Energy and Water Economics, a private firm based in
Columbia, TennessédJpon revi ew of the presentation, the
response to a series of questions regarding the assmsptiderlying his findings first

through a telephone interview and then, upon
attorneys- in a detailed four page letter to Dr. Wade and attorh&ys.. Waded6s respon:e

attached as an Appendix in thiscument In addition, the authors reviewed local economic data
and case studies of the gtevelopment analyses and realized economic impacts of other, similar
projects in the Metro area.

While the May Town Center proposal is not currently beforévtero Nashville Planning

Commission, this review and the questions raised thereiar e r el evant t o t he C
action on the Scottsboro/Bells Bend Detailed Design Hlaa.Plan calls for the creation of an

Alternate Development Area, which appe@rpermit the development proposed as May Town
CenterThe trigger for development of the area is
headquarters/ regional centero designed to fime
and diversify Nashville/Davélon Count yo6s e mpl*tmptheewotds, thend t ax b
premise of proceeding with the adoption of the land use plan is the potential of the economic

benefits associated with the May Town Center development or a project like it.

Speculative economic  impacts are based on a speculative
development scheme

The May Town Center Analysis is based on speculative assessments as to the scope, timing and
nature of economic activity associated with the May Town Center development.

'!According to the firmbds website, Dr. Wade hcmlzesa Ph D.
in Apolicy and planning issues in the areas of water,
litigation. o

2 CRC letter to DrWade is included as Appendix A.

®Dr. Wadeds response letter is included as Appendi x B.
“MetroNashvl e Pl anning Department, iScottsbor oBoBleadud s Bend D
Whites Creek Community Plédune 24, 2008), 28, 41.
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While the developer of the proped May Town Center project has outlined a project plan, there
are no specific, construction ready plans or specific, identified tenants for the develojsreent.
result, any economic impact analysis would be based on speculatiba.case of the May

Town Center Analysis, however, it appears that the analysis is not only speculative but based on
assumptions that are contrary to historic patterns of development and current and reasonable
absorption rates for the new office, commercial and residentie¢ gpat has been proposed.

The projected economic impact of the project is based, in substantial part, on a futiubwfd

the project during the 2012026 time periodA longer buildout period would produce less short
term economic impacBecause soe of the impact is based upon multipliers of direct economic
activity, the phasing of the project would also affect the total imp&etlonger it takes to phase
in some of the development, the lower the overall amount of economic impact.

For exampleif an analysis supposes a phase in of residential activity in Years 1 through 10 of a
project, when in reality residential development does not take place until years 10 through 15,
there will be less cumulative economic activity and fewer jobs created.

The May Town Center Analysis appears to be based on phases of equal size in office, residential
and commercial development on an annual b&sigployment, migration and tax projections
also appear to be based on this assumption.

Aggregate Market Value i May Town Center Analysis

Aggregate Market Value
$ Billion
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Source: Energy and Water Economics, Economic | mpact Analysis
Project phasing assumptions ignore project intent and the real estate c ycle

The assumptions for the buittlit appar contrary to both the intent of the project and the way
that real estate cycles work, not just in the Nashville Metropolitan area but also in virtually every
large city.

1
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The implication of the Planning Department recommendation is that any develagriviay

Town Center would only occur if there existed an opportunity to attract a major new corporate
employer that would house headquarters at theTsiigs, a more realistic analysis of projected
development impact would delay commercial and residemacts.Commercial development

and residential development would only occur in later phases of the project, and, therefore, might
not be fully realized during a 3year time horizon.

Demand and supply of office space in the Nashville Metropolitan Aesain most urban areas

T is not constantReal estate supply and demand depend considerably on national and (to a
greater extent) local economic conditioBsth the need for new office space and the likely per
square foot price would depend on these langarket forces.

In most urban areas, increases in demand for space, crated by local market conditions, usually
spurs new supplferequently, however, supply outpaces demand creating a glut in supply as
demand cyclically declineés the next phase of tlegcle occurs, the glut in supply is

eliminated by the new demand.

Delays in residential development would significantly affect tax revenue projedtiodsr the

May Town Center Analysis, fully 40% of projected revenue is from property taxes, sales taxes
and fees from familieS.hose revenues are projected to start in 20L&t as new office space is
coming on lineDelays in the residential componéntr if the residential component was never
built T would dramatically reduce revenukhese delays ibuild-out, and delays in the resulting
impacts, are entirely possible given historical market conditions in Davidson County and the
larger Nashville region.

While these points appear to be ignored in the May Town Center Analysis, they are conceded in
DrWadeds | etter to the authors:

AThe occupancy absorption is set up in equal phases as a method
of simplifying the model. An equal buibdit is a reasonable
placeholder because predicting the real estate cycle accurately is
impossible. The market will date the buildout and phasing of

the various components. Commercial retail and restaurant space
will follow build-out of office and residential
developmeni(emphasis added)

The May Town Center Analysis is inconsistent with historic office space
absorpti on Rates

While it is difficult to predict vacancy rates in 2011, we know that there already exists a fair
amount of vacant office space in Nashville and that the absorption rate of office space projected
for May Town Center would be unprecedented.

® Letter from Dr. William Wade to Dr. William Tharp, July 14, 2008, p.3 (hereafter William Wade Resporee. Lett
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In 2007 there was more than 4.2 million square feet of office space available in the Nashville
marketi with nearly onethird in the Central Business DistriéDuring the course of the year,
1.4 million square feet of new office space was absorbed.

Nashville Area Vacancy and Absorption Rates, 2006-2007

2006 2006 2006 2007 2007 2007

Area Vacancy Available  Absorption Vacancy Available  Absorption
Central Business District 11.4% 1,186,000 213,000 11.3% 1,107,000 305,000
Airport North 17.8% 862,000 237,182 15.3% 623,000 218,000
Airport South 27.7% 599,000 29,000 17.3% 460,000 189,000
Green Hills/Music Row 2.7% 192,000 47,000 6.3% 137,000 -20,000
Metro Center 6.7% 99,700 28,000 8.4% 108,000 -21,000
Rivergate/North Nashville 7.1% 72,000 47,500 17.2% 84,000 34,000
West End/Belle Meade 3.5% 156,000 130,000 2.3% 98,000 44,000
Brentwood 9.1% 629,000 137,000 6.6% 405,000 230,000
Cool Springs/Franklin 8.1% 434,000 650,000 8.1% 370,000 431,000
Source: Col | i eGommeercialiRéakbbstateRepod, 2G08. ,

Since 2000, absorption rates in the Nashville matiate fluctuated greatly, while absorption

rates in the Nashville CBD have been either extremely low or negative in four of the last eight
years.The May Town Center Analysis projects absorption of I0anisquare feet of office

space over fifteen years at May Town Center and is premised on an assumption that the project
will fill office space at a rate of 666,666 square feet a yedrdid, May Town Center would

absorb the equivalent of 82% of theeeage annual absorption rate of the entire Nashville urban
market for the last eight yeasnd, it would do so consistently over the fifteen year period of

the project.

® Figures taken from Colliers Internation@lommercial Real Estate Repo2008).

" Discussion of the Nashville market include all counties within the Nashville Metropolitan Statistical Area (MSA).
The MSA, as defined by the federal government, ihetuCannon, Cheatham, Davidson, Dickson, Hickman,
Macon, Robertson, Rutherford, Smith, Sumner, Trousdale, Williamson and Wilson counties.
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Annual Absorption, Nashville MSA and CBD, 2000-2007
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Source: Col | i eCQodreercialiRéabBstateaRepod, r2G08. ,

Of course, except for construction, a similar amount of economic activity would be generated if
new tenants were recruited to fill currently vacant space in o#ires pf Davidson County,

including the Nashville CBDThe May Town Center Analysis appears to assumehout any

stated basis for the assumptiothat none of the office space at May Town (and none of its

office jobs) will come from firms currently loted in Davidson Countyf this assumption were
inaccurate, the projected economic activity and new jobs estimates would be reduced and May
Town Center would have a negative impact on vacancy rates, especially in the CBD.

Absorption assumptions also app@ot to consider potential competing sites in Davidson

County and the Nashville MSAlearly one million square feet of new office space is about to be
completed in the CBD, with the 338,000 square foot SunTrust Plaza and the 500,000 square foot
PinnacleBuilding at Symphony Placé&dditional development projects in the county include

The Avenue in Murfreesboro (810,000 square feet), Hill Center in Green Hills (200,000 square
feet), and The Streets of Indian Lake in Hendersonville (405,000 squaré\tittional

downt own office space wil/l be made avail abl e
240,000 square feet and AT&TO6s movement to Fr
Class A Building vacant in the downtown ar&@he McCroryCreek Business Park would

provide 2.7 million square feet of office, retail and commercial space: it has already been

approved by the Planning Commission and is under consideration by the City Council.

Given the premise of tdavelopértorripggrihe previsisnsofthee qui r e
Alternate Development Area land use provisions, any delay or lag in the development of office
space is likely to result in a lag in the development of new commercial and residential space.

Commercial developmembay also be limited by competition regionaky$100 million
redevelopment plan for Bellevue Mall, if approved, would replace 800,000 square feet of
underutilized space with 1,200,000 square feet of @peretailers, restaurants and pedestrian

8 Grubb and Ellis ResearcBffice Market Trends: Nashvillgirst Quarter, 2008).



Crc Community rese

friendly office spaceAnd, in Brentwood and Cool Springs/Franklin, 2007 vacancy rates for
commercial property were 8.1% and 9.1% respectively.

All of these factors lead to the conclusion that the assumptions underlying the timing and
phasing of the May Town Ceasrtdevelopment are probably unrealiséis.a result, those
assumptions would appear to result in an overstatement of the economic benefits of the project.

The assumption that the devel opment wil
will spur the attraction of new fi  rms and the migration of new

residents is contrary to recent economic and demographic history in

the metropolitan area.

The rationale for the assumptions related to timing and phasing of the develdpndrthe

related economic impactsis thattheprops ed May Town Center would b
In other words, it would attract an extraordinary influx of new firms and new residents to the

County.

This assumption is contrary to the recent economic and demographic history of the metropolitan
area.lt also assumes that May Town Center would not only allow Davidson County to capture
its fair share of new development in the region, but that it would allow the County to overtake
development in other parts of the region.

In other words, irrespective of @hcompetitive advantages and resident and business choice
factors, the developers of May Town Center su
bulleto in the efforts to grow population and

Projections of residential growth are inconsistent with a recent decline in internal
migration in Davidson County

The May Town Center Analysis projects that the project will be responsible for the migration of
more than 70,000 new residents between the ages of 25 and 55 to the NasBWilbed a

fifteen year periodOf those internal migrants, the May Town Center Analyd@ the purpose

of estimating both impact and tax reveriugssumes that 46.9% of new residents in the MSA

will live in Davidson CountyWithout counting children, MaTown Center alone is projected to
be responsible for population growth of 2,212 persons per year In Davidson County.

10
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Davidson County Population Increase, 2000-2007

Davidson County
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Source: U.S Census Bureau, Federal-State Cooperative Program for Population Estimates, 2000/2007

Since 2000, Davidson County experienced an overall growth rate of 8.6%, which is slightly

ahead of population growth in the state: by comparison, Rutherford and Williamson Counties led

the region irgrowth with increases of 31.5% and 29.7% respectii@lg.vi dson Countyds
population grew at a rate of 7,000 residents per year.

Population Growth, Selected Nashville MSA Counties, 2000-2007

Population Estimate 2000 Population Estimate 2007 Growth

Tennessee 5,703,415 6,156,719 7.9%
Cheatham County 36,098 39,112 8.3%
Davidson County 570,350 619,626 8.6%
Dickson County 43,352 47,366 9.3%
Robertson County 54,824 63,333 15.5%
Rutherford County 183,570 241,462 31.5%
Sumner County 131,157 152,721 16.4%
Trousdale County 7,309 7,727 5.7%
Williamson County 128,086 166,128 29.7%
Wilson County 89,267 106,356  19.1%

Source: U.S Census Bureau, Federal-State Cooperative Program for Population Estimates, 2000/2007

Overall, population in the NashielMSA grew from an estimate of 1,317,592 in 2000 to
1,521,437 in 2007 a gain of 203,845 resideniBhus, Davidson County captured only 24% of
the total growth in the MSA.

11
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For the projections in the May Town Center Analysis to be realized, DavidsontCqué s capt ur
rate of new residents would have to virtually double its overall capture rate of population growth

in the 2000 to 2007 period.

A more detailed examination of recent population trends in the Nashville Area calls the assumed
capture rate of e residents into further questioBince 2000, Davidson County population

growth has been driven by natural increase (the net birth rate, or births minus deaths) and
international migrationon the other hand, population growth in outlying counties has bee

driven primarily by domestic (or internal) migration.

Components of Population Growth, Selected Nashville MSA Counties, 2000-2007

Natural International  Internal Net

Increase Migration Migration Migration
Cheatham County 1,464 61 1,841 1,902
Davidson County 28,254 19,082 -19,823 -741
Dickson County 1,657 46 2,685 2,731
Robertson County 3,089 917 5,131 6,048
Rutherford County 14,723 2,372 43,185 45,557
Sumner County 5,475 1,169 16,230 17,399
Trousdale County 18 64 423 487
Williamson County 8,430 1,648 29,962 31,610
Wilson County 4,078 332 13,540 13,872

Source: U.S Census Bureau, Federal-State Cooperative Program for Population Estimates, 2000/2007

In each year since 2000, Davidson County actually experienced negative net domestic migration,
signficantly reducing net overall migratioithus, to achieve the projection in the May Town
Center Analysis, Davidson County would have to completely reverse the current trend in internal

migration.

Davidson County Components of Population Growth, Annual Estimates, 2000-2007

2000 2001 2002 2003 2004 2005 2006 2007
Internal Migration -1,294 -3,504 -7,224 -3,892 -2,075 -1,064 -263 -507
International Migration 800 3,041 2,952 2,551 2,383 2,408 2,482 2,465
Net Migration -494 -463 -4,272 -1,341 308 1,344 2,219 1,958
Natural Increase 936 3,867 3,732 3,499 3,972 4,296 4,191 3,761

Source: U.S Census Bureau, Federal-State Cooperative Program for Population Estimates, 2000-2007

12
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ft Projections of growth in employment and firms in certain sectors are
Inconsi stent with recent history

Initial job creation resulting from May Town Center would result from actual construction
although the May Town Center Analysis projects that a majority of construction related
employment would actually occur outside of Davii€tounty.

May Town Center Analysis - Construction-Related Employment

Percentage of Construction

Area Average Jobs/Year  Related Employment

Davidson 912 27.2%

Rest of MSA including Dickson & 1,035 57 6%

Sumner

Rest of Tennessee 511 15.2%

TOTALS: 3,358 100%

Source Data: Energy and Water Economics, Ec onomi ¢ | mpact Anal ysi s,2008r Bell 6s Landing

But, by 2026, the May Town Center Analysis projects that the project will result in 41,563 direct,
new jobs in Davidson Countilew jobs are projected to be concentrated in the following sectors
of the economy:

May Town Center Analysis i Office, Commercial, Retail and Restaurant Employment

Industry Employment
Administrative 15,200
Professional 11,400
Financial and Insurance 5,700
Real Estate 3,800
Retail 2,850
Management of Companies 1,900
Restaurant 713
Source Data: Energy and Water Economics, Ec onomi ¢ | mpact Anal ysi s,200or Bell 6s Land

Overall, from 2001 to 2006, private sector emploghgrowth in Davidson County has largely
been stagnant, increasing by only 1.6% over this time pekiagh industry level, however,
there has been considerable variatiomith significant growth in certain industries and decline
in others.

13
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Davidson County Employment Growth by Industry, 2001-2006

ty

2001-06
Employment  Employment Employment

Industry i Davidson County 2001 2006 Growth

Total 367,585 373,374 1.6%
Construction 18,376 19,022 3.5%
Manufacturing 33,152 27,278 -17.7%
Wholesale Trade 23,073 22,897 -0.8%
Transportation/Warehousing 17,974 18,982 5.6%
Information 13,336 11,995 -10.1%
Finance/Insurance 20,447 18,677 -8.7%
Retail Trade 48,267 47,741 -1.1%
Educational Services 15,345 19,947 30.0%
Health/Social Services 45,505 51,388 12.9%
Arts, Entertainment, Rec 5,353 6,429 20.1%
Real Estate/Rental/Leasing 7,350 7,305 -0.6%
Professional/Technical Svcs. 19,347 22,567 16.6%
Mgmt of Companies and Enterprises 2,506 4,965 98.1%
Administrative/Waste Services 39,284 33,798 -14.0%
Accommodation and Food Services 14,314 13,987 -2.3%

Source: U.S. Bureau of Labor Statistics, QCEW Database, 2001/2006

res e

In five out of the seven industries where the May Town Center Analysis projects growth, it

would represent a reversal of recent employinpatterns in Davidson Countyhile increases

in Management of Companies and Professional/Technical Services employment would be
consistent with recent history, administrative, finance and insurance, restaurant, retail and real

estate employment all deéid between 2001 and 2006.

Comparison of May Town Center Analysis with Historic Growth by Industry

Projected New May Employment Growth

Town Center Jobs 2001-2006
Administrative 15,200 -14.0%
Professional 11,400 16.6%
Finance and Insurance 5,700 -8.7%
Real Estate 3,800 -0.6%
Retail 2,850 -1.1%
Management of Companies 1,900 98.1%
Restaurant 713 -2.3%
Source Dat a: and Water Economics, Economic

If nothing else,ie assumption that there would be no displacement éffaatither words that

Il mpact An

the direct jobs created at May Town Center would not replace jobs already existing in the region

T is called into question by these trends.

The May Town Center Analysis fails to address potential costs of the
project related to the construction and necessary upkeep costs of

14



crcy community rese

certain infrastructure and does not account for potential offsets to
attract new firms (e.g. tax abatements).

Any consideration of the economic impact ot firoposed May Town Center development
needs to account for potential costs related to the préecexample, the Planning Department
report indicates that the trigger of the Alternate Development Area would also require
construction of a bridge to BelBend Published reports suggest that the developer of May
Town Center is now considering a bridge linking Old Hickory Boulevard to Centennial
Boulevard and Briley Parkway near John C. Tune Airport.

Whil e Dr. Wadeds r es pon erbasstated that aotMetso funds wit A [ T ]
be used f ofTheMaydowh Eentdrdmalysis does not, however, consider any offset

to projected tax revenue benefits based on the cost of upkeep of the bridge or other

accompanying infrastructurBor examge, residential development for 5,000 new households

would likely generate a need for new schools, a new firehouse and other service related
infrastructure.

Even if the developer bore responsibility for all infrastructure construction costs, there would b
future costs related to operatiosesumably, these costs would be born by Metro Nashville and
would reduce the net tax benefits of the project.

As an example, the creation of 5,000 new households in May Town Center would presumably
create demand fat least two new schools by 2024: currently, the Metro Nashville system
maintains 126 schools for approximately 277,000 households in its coveragkcamding to

Metro Nashville Schools, total local spendingroperty tax and local option sales {agn

public education operations and maintenance was $394,975,800, or approximately $3.1 million
in current dollars per school buildingwo new schools would result in $3.1 million in new

annual operating costs by 2024, offsetting almost 10% of the prdjeete tax revenue in the

May Town Center Analysis.

The May Town Center Analysis also fails to address potential offsets in tax revenue that would
result from tax abatements or other incentiViile the site developer might not seek these
benefits, it § likely i given recent history that abatements would be offered to any major
employer being sought for the office and commercial uses of May Town Center.

I n his | etter to the author, Dr. Wade di smiss
p o i fAThis ignores what could be a significant offset to projected tax revitaim
Nashville has a history of providing incentives to bring new business to Nashville including:

A The Tennessee Titansdé Nati onalheNashdglebal | Le
area after being granted belamarket rent and right of first refusal on a $292 million
stadium (excluding bond interest), a $15 million practice facility in Metro Center and a
waiver of responsibility for all capital expenses associatedthalstadium.

° William Wade Response Letter, .
Y william Wade Response Letter. July 14, 2008, p.11.

15
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A Dell Computers, Inc. built a new manufacturing facility in the Nashville region after the
company was offered $166 million in incentives to build 550,000 square feet of office
space on land east of Nashville International Airpoxentivesincluded a 46year tax
abatement and local government assistance with workforce development (applicant
processing, training, etc.) though the May
Center.

A Verizon relocated to Franklin, Tennessee after acceptingfanfor a 40% tax
abatement advanced jointly by Williamson County and the City of Franklin.

A Williamson County offered Nissan a 47% property tax abatement worth $32 million and
land financed with $15 million from the City of Franklin.

Without commentig on the benefits of these past incentive deals, history simply suggests that it
is a virtual certainty that any firm being induced to come to May Town Center would seek some
form of financial incentives from the local government which would reduce pedjézx

revenueThe May Town Center Analysis fails to take this into account at all.

Metro Center is an example of another o
development proposal that failed to meet projected economic
impact.

The parallels between Metro Center and May T&@enter are strikingdoth developments were
planned and touted as a unique, mixisé complex that would provide job opportunities,

housing, recreational activities, and retail/restaurant options to visitors and people that would live
and wor k iitnhian Gkarlyg Matrgu@enter did not meet this aspiratibine

example of Metro Center neither confirms nor denies the potential for May Town Center, but
serves as a cautionary tale that signifies the inherent risks involved in real estateigpeculat
retail/restaurant ventures, business attraction, and residential preference.

A In May 1971, developers announced a $500 million, privately financed combination of
Aindustrial, residential, recreatioleal, cu
i ntegr at e di MetwmQenterdt The graposed development included:

A $40 million worth of residential unit4;,500 on 150 acres, a source of housing for people
employed in corporations located within the development

A 150 acres for recreationaléoultural use: $10 million for recreational facilities and $300
million for cultural, educational and governmental programs

A 300 acres for technologicaidustrial use: $300 million

' The Nashville Tennessean. Huge Metro Center Coming: $1/2 Billion Community Announced. May 16, 1971.
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A 200 acres required for commercial development to support the restsitiethe

A A 40,000seat, domed stadium that could serve the Nashville universities and attract
national sports events to the city

A Utilization of Lower Nashville Island as the site of a symbol of the entrance to downtown
Nashville in the spirit of the St. La&iArch

The project was to nbe i navalabledoybothrestabandftrat e ac

purchasé wi | | have direct access to a parkearea coa
devel opment was t out ed advantagesionbuitfingea completdlymewt i t
community o6from the ground updé while al so ben
The developer, Aladdin Industries, stated tha
reshape the whole city without upsettimgjgpone, 6 and that it fAwas doul
within any major city in America a similar opportunity to take such a large area of land and
develop it into a model wurban living %enter w

In 1978, the poject was only halfinished with 45 businesses located in Metro Center and

without the cultural and recreational amenities advertised by the developer seven yeéts prior.
By 1984, the development continued to struggle in meeting expectations not ardynioercial

and industrial development but for residential and retail development ag\s/élle business

cycle of the late 1970s pushed lending rates out of reach for builders and buyers, the Metro
Center concept stalled and efforts were focused onimgeastandard office parktill, Aladdin
Industritl-:'f promised that the development of retail and residential construction would commence
in 1985

By 1987, retail and residential construction had still not started, although 110 office and

commercial ten@ts had located in Metro Cent€onstruction was nearing completion on

Fountain Square, a 2&re, $25 million lakeside retail project that was expected to create a
Adevel opment explosiond by bringing i%Thedd0 mi |
180, 000 square foot complex was developed acc
generally recognized as a drama'fic economic s

Groundbreaking on the first 250 of 1,000 hkigde and townhouse homes wadégin in 1988.

The start of the second phase was to fAdepend
undertakingo, but fAwith the dramatic growth o
vibrant complexes, the next step should only be a shorttimén i nd Y he first. o

2The Nashville Tennessean. 880c r e Metr o Center Set; to be Stateds Bigce
13 The Nashville Tennesseavietro Center Reaches Halfway MaMay 3, 1978.

14 Advantage. Aladdin Returns to Its Original Concept for Metro Center. July 1984.

®The Nashville Tennessean. Metro Center ds yP:iQ87Tt ai n Squ:
8 The Nashville Banner. Fountain Square Official Predicts 10 Million Visitors. January 9, 1987.

Y The Nashville Bannet.,000 Metro Center Residences Plannddy 15, 1987.
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On July 26, 1987, Fountain Square opened with 60,000 customers in atteirlamacag for

phase Il of the development was already underway’0% expansion that would take the

complex to 300,000 square feet and ultimatelyresultia 1. 5 mi |l | i on square f
di s t'¥By the sunimer of 1988, however, Fountain Square was suffering from high tenant

turnover and the loss of half of the outdoor pushcart veridors.

In 1989, Aladdin Industries sold controlling interegthe Metro Center complex, including

Fountain Square, to a Daltassed investment group, known as Metro Center Propétleso

weeks after acquiring Metro Center, Metro Center Properties failed to make the first finance

payment on an $18.12 million lndrom Third National BankOn August 11th, Third National

Bank filed suit against the new owners, charging that they had fallen nearly $500,000 behind on
interestontheloal. hi s financi al di fficulty arose pri ma
generate nough i ncome to justify The &ompgl|l ex fhasar
up-anddown history, including an atime office vacancy high of 47.7 percent in 1986, dropping

t o21 about 28% i n MetroeCerdenRPnoperties fited badipfy8od Sefptember

8th.

In March 1990, Metro Center Properties emerged from bankruptcy, transferring Fountain Square
to Equitable Bank N.A. in Baltimore and the Bank of Nova Scotia, satisfying $16 million of the

c o mp a n y*6Adthoule thet retail comp remained in operation and improved occupancy,

by March of 1993 the banks were offering the entire Fountain Square complex for $1 Thillion.

Since 1993, Metro Center and Fountain Square have both made advances and suffered setbacks.
Fountain Square comtiles to struggle with occupancy. In 1994, thesd@een movie theater

closed, and remained vacant for nine years until Watkins College of Arts established a presence
in this spaceThe Tennessee Titans built a practice facility across the lake from FoGapaare,

at a cost of $15 million to Nashville Metropolitan Governm&mproximately 250 acres of

Metro Center remain undeveloped, and hilgimsity residential housing failed to materialize.

Given the past promise of the development of MetroCeneerite i s a familiarity
assertion that A[F]inding tenants to take the
national demands will not be a probleemployers and employees from across the country will

be drawn by the economicaadme ni ty advantage®’ of | ocating in

History suggests that development at the urban core of the Nashville region is far from a sure
thing, casting serious doubt on the dAif you b
May Town Center Analyis.

8 The Nashville Tennessean. Fountain Sqiig®pen and Growing: 70% Expsion Planned Along Lake Amulet.
July 26, 1987.

¥ The Nashville Tennessean. The Mistake on the Lake: Fountain Square Keeps Head Above Water Despite
Skeptics. July 11, 1988.

% The Nashville BanneAladdin Sells Metro Center Developmehine 3, 1989.

2L TheNashville Banner. Metr€enter Files BankruptcySeptember 8, 1989.

#2The Nashville Tennessean. Metro Center Refinances Debt, Sheds Fountain Square. March 1, 1990.

% The Nashville Banner. Banks Apparently Willing to Sell Fountain Square for $1M. Mardl922,

2 William Wade Response Letter, p. 11.
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June 23, 2008
VIA EMAIL AND FAX

William W. Wade, Ph.D.
Energy and Water Economics
39 Public Square

Columbia, Tennessee 38401

Dear Dr, Wade:

Thank you for your timely reply to my telephone call regarding the
May Town Center impact analysis.

Per our conversation today, I am forwarding this letter to you and to
James Weaver of Waller, Lansden, Dortch & Davis. Given the
importance of the issue and the magnitude of the projections in your
analysis, I hope that — upon advice of counsel and permission of
your client — you will be in a position te respond to the questions
outlined below.

As we discussed on the phone, we have a number of questions
regarding the February 4, 2008 Economic Impact Analysis for
Beil’s Landing Partners that you prepared.

e What sources does the model used in the Analysis reference for
the various subcomponents of the analysis:

= Construction costs

* Industrial composition

=  Employment

= Household spending

* Residential preference

=  Firm locational preference

»  Regional purchase coefficients

= Location quotients by sector

»  Local vs. non-local spending by households
*  Local vs. non-local spending by firms

P.C. Box 4029, Chattancoga, Tennessee 37405 Phone: 423-425-5610 Fax: 423-425-5619

www.researchcouncil.net
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What type of economic impact model was used? What type of multipliers were used?

The analysis cites the creation of 40,000 new jobs resulting from the implementation
of the full-scale development of the May Town Center complex. Does this figure
represent total number of new jobs that this development is expected to create? In
other words, does the analysis account for job displacement from other areas of the
county such as the CBD, Metro Center, Bellevue and Antioch? Given that Census
bureau population estimates suggest a 1.6% job overall job growth rate over the 2000-
2007 time period, does the analysis support the conclusion that the May Town Center
project has the potential to alter local trends in population growth? If so, what is the
basis for this projection, other than input-output estimates?

In the analysis of projected job growth for certain sectors in the Nashville/Davidson
County economy, is there a historical context for the analysis, or is it purely driven by
an input-output model? For instance, U.S. Bureau of Labor Statistics data (QCEW)
indicates 2001-2006 job growth in Manufacturing, Finance/Insurance, and
Accommodation and Food services was -17.7%, -8.7%, -2.3% respectively. Similarly,
this dataset indicates that the number of firms in the Management of Companies and
Enterprises sector increased by only five over the 2001-2006 time period. Does the
analysis account for retraction or slow growth trends in the sectors supposedly
affected by the May Town Center development? If so, in what manner? If not, why
not?

The analysis concludes that the residential component within the May Town Center
development can house 5,000 families from the senior labor staff. Does this then
mean that the model projects that 5,000 new households will reside in the county as a
result of the full implementation of May Town Center? What is the basis for this
assumption? What is the basis for the residential unit price and square footage
estimates used in the analysis?

Similarly, the analysis cites hard construction-related employment over the 2010-
2024 to be 13,683 job years in the county, 29,024 job years in the region and 50,368
job vears statewide, with an average of 3,358 jobs annually. Does this projection
account for displacement of employment from other areas and sectors at each level of
aggregation? How does this projection related to the 3.5% job growth rate in the
Construction sector over the 2001-2006 time period and a total of 19,022 construction
Jjobs in the entire county?

The analysis cites approximately $1.5 billion in residential property value growth over the
lifetime of the May Town Center project. What is the basis for this estimate? What was the
geographic level of analysis?

The analysis cites approximately $3.25 billion of office property value growth over
the lifetime of the May Town Center development. What is the basis for this
estimate? What is the geographic level of analysis?
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The analysis cites just over $4 billion of commercial property value growth over the
lifetime of the May Town Center project. What is the basis for this estimate? What
is the geographic level of analysis? Does this figure represent property value growth
within the county only?

The analysis predicts approximately $1.75 billion of residential investment demand
growth over the lifetime of the May Town Center project. What is the basis for this
estimate? Does the analysis consider historical trends in population growth in the
region?

The analysis projects residential build-out and household oceupancy over the 2011-
2026 time period. What is the projected occupancy rate for each year in the analysis?
It appears that the model suggests the build-out will occur in equal annual phases.
How does this projection comport with historical trends and rezl estate cycles?

Does the projected growth in households account for estimated local residential
displacement as these units become oecupied? In other words, what are the
assumptions regarding the number of May Town Center households that are moving
from within the County and MSA?

The analysis estimates that, as a result of occupancy of units in the May Town
complex, total residential income will increase by just under $800 million and
approximately $150 million in retail spending over the 2011-2026 time period. How
were income flows modeled, both for activity within and without the Nashville MSA?
What is the basis for these assumptions with regard to residential income?

Does the analysis consider project phasing with regard to the office and commercial
components of the development? What are the assumptions regarding the timing of’
residential development, office development and commercial development?

The analysis cites projected retail and restaurant employment to exceed 3,500 jobs by
the year 2026, and states, “retail tenants should meet new demand and not “‘crowd
out” existing retail jobs”™. What measure of “new demand” was used? Did the
analysis consider retail and hospitality sector trends in the county and MSA to make
this determination? For example, BLS data for the 2001-2006 time period indicates a
2.3% retraction in Accommodation and Food Services jobs in Nashville/Davidson
County. Additionally, BLS data for Retail Trade suggests a 1.1% retraction in jobs
over the same time period. Given these trends, under what scenario will such jobs not
be “crowded out” foliowing construction of May Town Center? The analysis also
states that restaurant tenants at the May Town complex will “displace some existing
jobs elsewhere”. Ts there a measure of the extent and geographic location of this
displacement?

The analysis cites specific direet, indirect and induced employment figures with
respect to several industrial sectors, including Management of Companies and
Enterprises, Administration and Support, Prof. R&D, Finance and Insurance, and
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Real Estate. What type of multiplier was employed for each sector? Did the indirect
and induced effects create employment in additional sectors?

e The analysis estimates a total state output effect of just under $16 billion, with a
county-wide effect of just under $10 billion. Is there an estimate of the specific
sectors that will increase output as a result of the May Town Center Development?

« The analysis estimates personal consumption to grow by about $2.5 billion in
Davidson County and about $4.2 billion in the MSA over the lifetime of the May
Town Center project. What is the basis for these estimates?

e The analysis cites tax effects projected to accrue to Davidson County in the form of
direct project government revenues ($378 million) and property and sales tax
revenues ($897). Does this figure represent the total or net effect? Did this portion of
the analysis consider factors such as costs related to infrastructure provision,
historical consumption patterns within the county and MSA, and residential and
busincss locatien factors? Did the analysis consider the monetary value of incentive
packages required to attract firms {o the county? '

¢ The analysis cites an economic migration of 33,183 people to Davidson County
resulting from the May Town Center development. What is the basis for this
estimate? Does this estimate consider historical trends in the compenents of
population change for the county and MSA? For example, census burean population
estimates suggest a growth rate of 8.7% for Nashville/Davidson County over the
2(000-2007 time period.

Thank you in advance for your ecoperation in addressing these questions. CRC hopes to
complete an initial assessment by July 11. Therefore, we would appreciate it if you could
provide a written response to these questions by no later than July 3. If it would be more
convenient to address these questions orally, I would be happy to have the opportunity to
discuss them with you at your convenience.

Sincerely,

A,
William A. , PhD,
Senior Policy Analyst

cc: Mr. James Weaver:

Waller, Lansden, Dortch & Davis
511 Union Street, Suite 2700
Nashville, Tennessee 37219
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