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MEMORANDUM

To: Som Chung, Singpoli Pacifica
From:  Ross S. Selvidge, Ph.D., CB Richard Ellis

Date: December 16, 2009

Subject: llustrative Fiscal Revenue Analysis of Proposed Park Place Development in
Pasadena California

At your request, CB Richard Ellis has conducted a preliminary analysis of the prospective fiscal
revenues that would be generated by your proposed Park Place development (Project) at the
southeast corner of Colorado Boulevard and Lake Avenue in Pasadena, California.

The project will be developed in three phases. Particular tenants for the Project have not yet
been identified. The market conditions at the time of the completion of each phase will
determine specific operating characteristics of the occupants that will operate in the Project.
Nevertheless, through the use of generic characteristics of the types of tenants that will occupy
the Project it is possible 1o illustrate the scale of the annual fiscal revenues that will be
generated.

The figures presented are net of the current estimated fiscal revenues that are being produced
by the existing improvements on the site. The octual tenants that ultimately occupy the project
may produce more or less fiscal revenues in the categories indicated. All of the impact figures
in the analysis are in terms of 2009 dollars.

SUMMARY FINDINGS

Upon completion of all three phases and occupancy by the categortes of tenants intended, it is
estimated that the Project will generate net new fiscal revenues in the range of the following:
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Park Place
Fiscal Revenues

One-Time Revenues

City of Pasadena $4,001,000

Pasadena Unified School District $44,000

Annual Revenues

City of Pasaodena
General Fund $712,000
Other 1,303,000
$2,015,000
Other Jurisdictions $537,000

The consiruction of the Project is expected to create approximately 630 consiruction jobs. It is
eslimated that there will be in the range of 750 new jobs created when the project is
completed and in full operation with a payroll of nearly $32 million. The indirect and induced
employment impacts of the Project in Los Angeles County outside of the Project are estimated
at over 520 additional jobs and o payroll of nearly $24 million.

A more detailed tabulation of these findings is presented in Exhibit 1.

ANALYTIC APPROACH

The specifications of the Project, the development cost projections, the types of tenonts that
would occupy the space, and the operating characteristics of the hotel were provided by
Singpoli Pacifica. Industry standard factors were used for the operating characteristics of the
other as yet to be identified occupanis of the Project. Tax and fee structures of the City of
Pasadena and Los Angeles County were utilized. The indirect and induced impacts were
computed based on factors provided by IMPLAN. To the extent the specifications of the Project
change materially, the actual fiscal revenues may differ materially from these estimates.

To produce net new (instead of gross) revenue projections, the existing square footage of
development on site was deducted from the square footage of the proposed Project before the
appropriate fiscal factors were applied. Details of the project specifications and fiscal factors
are presented in Appendix Al and A2.

ONE-TIME CONSTRUCTION IMPACT

The one-time construction impact is based on the $76 million estimoted development cost of
the Project as well as the net new square foolage added to the site. Details of these impacis
are presenied in Appendix A3.
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Exhibit 1
Park Place Pasadena
Summary
Employees
Number On-Site 749
Payroll $31,551,000
Annual Local Spending 1,703,000
Pasadena Revenues
One-Time
Construction Tox $1,468,000
Public Art Tox 153,000
Transporiafion Fee 711,000
Sewer Connection Fee 64,000
Building Permits and Fees 1,605,000
Total $4,001,000
Annual
General Fund
Property Tox $177,000
Sales Tox 148,000
Business License Tax 32,000
Utility Tox & SLATS 73,000
Transient Occupancy Tox 282,000
Subtotal $712,000
Other Transient Occuponcy Tax
Posodena Center Operating Co 423,000
Tourism BID" 168,000
Total $1,303,000
Other Jurisdictions
One-Time Impact Fee
Pasadena Unified School District $44,000
Annual [Property Tax)
Pasadena Unified School District $260,000
Pasadena City College 43,000
Los Angeles County 234,000
Totol $537,000
Indirect ond Induced Impact
(L.A. County)
Additional Jobs 519
Additional Payroll $23,897,000

Sources: L.A. County, City of Posadena, CBRE Consulting, ICSC
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On the estimated $76 million construction cosi, Pasadena will levy a construction tox of
1.92%, a public art fee of 0.20% and building permits and fees of approximately 2.10%.
This will total approximately $4.0 million. '

Pasadena will levy sewer connection fees and traffic impact fees based on the physical
characteristics of the different uses added. The total sewer fees for the Project ore estimoted at
$64,000. The total troffic impoct fees for the Project are estimated ot $711,000. The
Constance Hotel property was most recently in a residential use. Consequently, the five
proposed condominium units will not constitute net new residential units.

The Pasadena Unified School District (PUSD) will levy an impact fee of $0.36 per square foot
of new commercial development. This will total approximately $44,000.

PROPERTY TAX

The Los Angeles County assessor will increase the assessed value of the site by the amount of
the construction cost of the new improvements plus an addifional factor. Thot factor is likely to
be in the range of 10%. Consequently it is assumed thot the project will increased the assessed
value by approximately $84 million.

The City of Pasadena General Fund will annually receive 21.09% of the one percent General
Levy. This will initially amount to approximately $177,000.

PUSD will initially receive approximately $166,000 from the General Levy and $93,000 for
debt service on school facilities bonds. Pasadena City College will initially receive
approximately $28,000 from the General Levy and $15,000 for debt service on college
facilities bonds. The Los Angeles County General Fund will initially receive approximately
$234,000 from the General Levy. These computations are presented in Appendix A4.

SALES TAX

The net new sales tax generated by the Project would be equal to the tax generated by the
taxable sales in the Project less the tax from the existing taxable sales on site. Information on
the amount of existing taxable sales on site is not available. Utilizing reasonable levels of sales
for the existing retailers on site, CBRE estimated the amount of sales 1ox that may reasonably
be expected to be generated at the present time. CBRE also estimated the amount of taxable
sales that may reasonably be expected from retailers at the Project upon completion.

As indicated in Appendix A5, it is estimated thot the Project may produce in the range of
$14.8 million net new taxable retail sales upon completion. This would produce
approximately $148,000 in annual sales tax revenue for Pasadena.

UTILITY RELATED AND BUSINESS LICENSE TAX

Based on reasonable levels of per unit electric power and other utility consumption by the net
new improvements on site, the total utility expenditures subject to fox were estimated.
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Pasadena levies a combined 15% tax on electric power consumption in excess of 1,000 kW
per month and approximately 8% on other utilities. Combining the projected utilization and
tax rates, the Project is expected to generate approximately $73,000 in annual tox from the
utility consumption.

Pasadena changes a business license tax on each employee and commercial property square
footage. The new employees that will be located on site are expected to generote
approximately $30,000 annually in employee based tax and an additional $1,800 based on
the new commercial square footage added. These computations are presented in Appendix
Aé.

TRANSIENT OCCUPANCY TAX

Pasadena levies a transient occupancy tax (TOT) on hotel room changes. The fotal tax is
15.00% on all room charges. The tax receipts are allocated as follows: 4.84% 1o the General
Fund, 7.27% to the Pasadena Center Operating Company (PCOC) for various purposes
relating to the Convention Center, and 2.89% to the tourism based business improvement
district (BID) for the promotion of tourism in Pasadena.

Based on the projections of hotel operations, it is estimated that the General Fund would
annually receive approximately $282,000 from the TOT. It is estimated that the PCOC and
the Tourism BID would annually receive approximately $433,000 and $168,000 respectively
from the TOT. These computations are presented in Appendix A6.

-

ECONOMIC IMPACT

The economic impact of the Project will extend beyond the site itself as the new businesses and
employees in the Project engage in commerce with other businesses off-site. These are known
as indirect and induced impacts.

A regional econometric model known as IMPLAN is utilized to estimate those indirect and
induced impacts for o partficular geographic area based on the characteristics of a project.
IMPLAN factors were applied to the characteristics of the Project to produce estimates for the
indirect and induced impacis of the Project on Los Angeles County. Based on that analysis, it is
estimated that the project will produce approximately 520 new jobs with a payroll of $23.9
million from indirect and induced economic aclivity in Los Angeles County. These
computations are presented in Appendix A7, A8 and A9.

Employees tend to make a certain amount of retail purchases in the vicinity of their workplace.
Based on surveys of employee expenditures published by the International Council of
Shopping Centers (ICSC), it is estimated that employees will spend in the range of $1.7
million on incidental purchases (lunches, etc). This computation is presented in Appendix A7.
Some of these purchases will be made at the Project.
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1988: 70.7

‘Number of workers employed per 100 occupied rooims
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‘Source: Wachovia Capital Markets.
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CBKE CONJSULIING
CBRE
CB RICHARD ELLIS
355 South Grand Avenue, Suite 1200

Los Angeles, CA 90071-1549

T 213613 3750
F 213613 3780
www.cbre.com

October 19, 2010

Mr. William Chu
Singpoli Pacifica, LLC
25 E. Foothill Bivd.
Arcadia, CA 91006

Re: Response to Comments on CBRE Illustrative Fiscal Revenue Analysis for Park Place
Development in Pasadena, California

Dear Mr. Chu:

Unite Here!, Sustainable World, and Prof. Peter Dreier hove commented publically on the City
of Pasadena’s recent action to provide $11.1 million in American Recovery Reinvestment Act
(ARRA) funds to the Park Place development in Pasadena. Their comments included references
to an illustrative fiscal revenue analysis performed by CBRE in 2009. CBRE has reviewed those
comments and offers the following observations and responses.

It should be noted that those commenting on the CBRE analysis do not take issue with the
following projections: '

1. One-time revenues associated with the development/construction of the Project
a. More than $3,856,000 to the City of Pasadena
b. $44,000 fees to the Pasadena Unified School District
Total: $3,900,000

2. Annual revenues associated with the ongoing operation of the Project

a. $169,000 in annual property fax revenue for the General Fund of the City of
Pasadena

b. $73,000 in annual utility related tax revenue for the General Fund of the City
of Pasadena

- ¢. $248,000 in annual property tax revenue for Pasadena Unified School District

d. $41,000 in annual property tax revenue for Pasadena City College
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e. $224,000 in annual property tax revenue for Los Angeles County
Total: $755,000 per year

The analysis was prepared in September 2009 when completion, occupancy and stabilization
of operaotions were ot least three years in the future. No specific tenants had yet been
identified. Consequently, the analysis was, by necessity, illustrative of the operations ot
stabilization and was intended to indicate the general scole of the impact the project would
produce, not a specific amount. That is stated in the analysis.

Payroll Estimates

The estimates of total payroll that would be produced by the Project are based on the average
pay of workers in a range of occupations that would be present in the Project as reported for
the Los Angeles County area by the U.S. Department of Lobor, Bureou of Labor Statistics (BLS)
as well as the Economics Research Institute (ERI). Because the specific tenants and businesses
that will occupy the Project are not known ot this time, any more detailed analysis would be
specious ond not valid. The payroll factors used were deliberately conservative to minimize the
possibility of overstating the total dollar amount of the impact in the City.

Net New Sales Tax Revenue Potential

Unite Here! asserts that an analysis is required of what it characterizes as “the substitution
effect and business transference” associated with business activity at the Project. Without more
specific information on the tenants thot will occupy the property (which because of the early
stage of the development process does not exist), more specific projections of a transfer, if
any, of existing trade from Pasadena businesses to the Project would be specious and is not
warranted.

The businesses at the Project will draw their customers from well beyond the boundories of
Pasadena. This reduces the likelihood that transferred sales could cause any material
reduction to the projected total net new fiscal revenues to the City of Pasadena.

The onalysis did subtract all the existing fiscal revenues currently being generated by the
property in the various categories for which projections of new revenues were made. Even if
there were to be a significant transfer of existing toxable sales from other Pasadena businesses
to the Project, the reduction in the projected total annual fiscal revenues to Pasadena would be
very small. Sales tax revenues make up only 11% of the total new annual fiscal revenues
projected for Pasadena. Even if it were assumed that half of all the taxable sales at the Project
turned out to be transfers of existing sales from other Pasadena businesses, the total projected
annual fiscal revenues to the City of Pasadena would only be reduced by approximately 5%.
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Hotel Employees

Unite Here!, Sustainable World, and Prof. Dreier assert that the analysis overstates the number
of new hotel employees by as much as 100%. It is widely accepted in the hospitality industry
that the one employee per room factor used in the analysis is appropriate for estimating
staffing for o hotel of the particular type proposed in the Project. Boutique hotels of the type
proposed are able to deliver their high level of service to their patrons precisely because they
maintain higher levels of staffing compared to other categories of hotels. The factors by which
the number of employees in the other components of the Project were estimated are also
“industry standard.”

Hotel Operating Parameters

PKF Consulting, the most experienced consultant in the in the hospitality industry in the U.S.,
conducted an analysis of the hotel component of the Project as proposed by the developer.
That assignment was personally overseen by one of the most highly regorded hospitality
consultants in southern California. The stabilized occupancy and average daily room rate
(ADR) factors used in the CBRE analysis were obtained from the PKF analysis. The suggestion
by Unite Now! that recent Pasadena occupancy and ADR figures reflecting the worst economic
down turn since the Great Depression should be used to estimate the Project’s future
performance is naive. Those figures are not representative of the prospects for long term
stabilized operations of the proposed hotel. Furthermore, because Pasadena is underserved in
the hospitality area, essentially all of the revenues from the hotel should be net new to the City
of Pasadena.

Exaggerated Amount of Subsidy

Unite Here!, Sustainable World, and Prof. Dreier all refer repeatedly to an $11.1 million
subsidy. That vastly overstates the actual amount of assistance to the Project involved in
making the ARRA bond funds available.

The amount of assistance is not the total amount of the funds that the Project receives from
ARRA. Rather, the amount of the assistance is equal to the present value of the difference
between the amount of debt service the developer will have to pay for the ARRA funds and the
amount of debt service that would have to be paid with conventional financing.

Using reasonable assumptions for the interest cost with both ARRA and conventional financing,
the present value of the differential cost and thus the actual economic value of the assistance is
only a small fraction of the $11.1 million principal amount of the financing package.

Based on the vastly exaggerated total subsidy figure and a staffing number for the hotel that
would not permit it to offer a level of services consistent with its “boutique” designation, Prof.
Dreier asserts that there is a $160,000 subsidy cost for each job created.
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Using a valid figure for the assistance omount and setting the hotel staffing at the level
required to make it a legitimate “boutique” hotel, the assistance “cost” for each job created
will octuolly be closer 1o around 10% of the figure asserted by Prof. Dreier and other
opponents of the project.

New Jobs in Pasadena and Housing

Prof. Dreier recommends that the developer should pay “several million dollars” into a
housing trust fund because the Project’s new “low-wage jobs will cause” a worsening of the
"housing crisis” in Pasadena. In a time of persistent 12% unemployment in the region, it is odd
to say the least to assert that adding hundreds of new jobs and reducing unemployment will
worsen the “housing crisis.” Which unemployed people in Pasadena who might secure one of
the new jobs at the Project believe that their housing situation will be worsened by their leaving
the unemployment rolls and reentering the workforce?

Sincerely,

Ross S. Selvidge, Ph.D.
Managing Director



