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Introduction and Summary

INTRODUCTION

Moss Adams LLP has been retained by Pattern Renewables Development Company 2 LLC
(“Pattern Development”) to provide an economic and fiscal impact analysis for the
development of the six wind turbine electric generation facilities potentially located in
Guadalupe, Lincoln, and Torrance Counties (“Corona Wind Projects” or “Projects”).! The
Projects, located in east-central New Mexico, are composed of commercial scale wind
powered electric generation and transmission interconnection facilities (“Corona Gen-Tie
System”) being developed as the anchor tenant to the interstate SunZia Southwest
Transmission Project (“SunZia Transmission Project”).?

The SunZia Transmission Project consists of two phases: the first will be an approximately
515-mile 500-kilovolt (“kV”) alternating current (“AC”) transmission line, and a second 500-
kV line that will be either AC or direct current (“DC”). The Corona Wind Projects will serve
as the anchor tenant facilities to the first phase of the SunZia Transmission Project.

This report is prepared in support of the New Mexico Public Regulation Commission (“PRC”
or “Commission”) approval process for the siting of the Corona Wind Projects. Because of
complex timing requirements for the Projects’ approval and completion (e.g., siting approval
for the SunZia Transmission Project, timely completion of the Corona Wind Projects to
qualify for federal production tax credits, etc.), this Report is being prepared as project plans
are still being finalized. For this reason, the Projects’ impacts are presented here as
preliminary values and subject to modification as the Projects are more accurately defined.
Moss Adams expects that this report may be supplemented at a later date with more precise
estimates of the economic and fiscal impacts once the Projects’ specifications are finalized.

1 The Corona Wind Projects are comprised of six wind generation projects, each separately owned by a project-
specific company. These companies are Ancho Wind LLC, Cowboy Mesa LLC, Duran Mesa LLC, Red Cloud
Wind LLC, Tecolote Wind LLC, and Viento Loco LLC. Each project name follows the name of the respective
project company (e.g., Red Cloud Wind LLC owns the Red Cloud Wind Project).

2 SunZia Transmission, LLC. See Federal Energy Regulatory Commission. “Order Authorizing Negotiated Rate
Proposal and Accepting Anchor Customer Open Solicitation and Selection Report,” Docket No. ER17-388-000
(September 20, 2017) (“FERC SunZia Order”), for details of the interstate transmission project that will connect
the Corona Wind Projects to its customers.
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Figure 1: Corona Projects & Facilities Location With a projected generating capacity of
K 2,200 megawatts (“MW”),® the finished
Corona Wind Projects will collectively be
the largest renewable energy generation
facility in New Mexico, and would be the
largest contiguous wind farm in the US
when completed in 2020.* The Projects will
be located across parts of three New
Mexico counties: Guadalupe, Lincoln, and
Torrance. This central New Mexico region
is located on the far western edge of the
Great Plains, and is considered to be a
prime wind power region recognized for its
superior generation resource potential.®
See Figure 1 for Study Area location.

Specifically, this report will analyze
economic impacts including the
construction and operation of the Corona Wind Projects, and focuses on the employment,
spending/income and base economic development impacts.® The fiscal impact assessment
will address taxation and government revenue impacts. This report presents the specific
results of the impact analyses, as well as outlining the data and methods used to arrive at
these results.

A particular focus of this report is the role of the Corona Wind Projects in the context of
realizing the local and regional economic objectives with the development of these energy
resources. Where meaningful measures quantifying these values are possible, we report the

3 The analyses presented herein are based on the Projects’ currently estimated generation capacity, as all
components of the Projects’ development are not finalized at the time of this Report's drafting. Final
development issues relating to specification of all final locations for generation and transmission facilities, other
limitations on siting of specific required infrastructure, and issues related to the approval of the SunZia
Transmission Project’s configuration may impact the specific characteristics of the Corona Wind Projects.
These uncertainties, however, do not impact the ability to analyze the economic and fiscal impacts based on
an assumed configuration of the Projects’ capacity development. The Report will annotate the calculations and
assumptions taken where appropriate, and may be impacted by final Projects’ development configuration(s).
All efforts have been taken to make conservative assumptions of the economic impacts of the Projects to avoid
overestimation of these impacts.

4 Additionally, based on previously announced or constructed projects, the Corona Wind Projects will constitute
one of the two or three largest wind generation installations in the world at the time of its completion (Source:
communications with Pattern Development, February 2018).

5 US Department of Energy, Office of Energy Efficiency & Renewable Energy, “New Mexico's Clean Energy
Resources and Economy”, 2013.

6 This method can be described as an “export-base” method because it recognizes only those local expenditures
that are supported by out-of-state revenues as having a tangible impact on the state economy. New Mexico
in-state investment dollars would presumably flow to some other activity and yield a similar economic impact
if the Corona Wind Projects did not exist.
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estimates of these measured benefits.
Where the Projects’ development
addresses goals articulating general
economic and energy policy objectives,
we will express those principles and
analyze benefits as  unquantified
components of the development’s impact
assessment. It is anticipated that as
Project-related approvals and
development continues, the estimates of
the impacts will be able to be refined and
quantified with greater precision.

Additionally, although widely recognized
as providing positive external economic
benefits — such as providing additional
electric generation with no carbon
emissions, decreasing water use in
electricity generation related to
development of wind energy, relative
compatibility with existing agricultural land
uses, and public health benefits
associated with avoidance of air quality
degradation — the broader economic
benefits associated with increased
penetration of  renewable energy
generation in electricity markets are not
quantified in the Report's analysis.’
Commonly identified as  “positive
externalities” in the economic literature,
the valuation of such external benefits are
difficult to quantify and require speculation
as to future values provided by these
social benefits from the wind turbine
generation facilities. It is sufficient to
simply mention these additional economic

POSITIVE
EXTERNALITIES

Externalities generally are discussed
as a form of market failure — that is, the
transaction values that are observed
to occur in a market process fail to
incorporate all the economic values
that impact the people in the affected
ETCED

Where benefits are realized by third-
parties (not directly involved in the
economic activities) that are not
incorporated in the transacted
economic values, posifive
externalities are present.

Individuals who benefit from positive
externalities (without—paying)==are
considered to be free-riders, and it
may be important in a society's
decision process to acknowledge free-
riders and expressly recognize any
substantial external benefits.

[See Baumol, W. J. (1972). "On Taxation and
the Control of Externalities”. Amehcan
Economic Review. 62 (3). 307-22; Pigo
A.C. (1920). Economics of Welfar
Macmillan and Co.]

benefits from the Corona Wind Projects’ development.

7 There are both directly measureable benefits (e.g., health-related hydrocarbon emissions reductions,
reductions in water used in energy, etc.) and economic benefits that reflect social preferences that cannot be
directly measured (e.g., reduction in the risk of environmental contamination from petroleum production,
transportation and storage; increased economic security associated with sustainable energy strategies, etc.).

Corona Wind Projects Economic Impacts Report 3
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ECONOMIC DEVELOPMENT IMPACTS OF THE CORONA WIND PROJECTS

Viewed from a broad statewide economic development perspective, the siting and
development of renewable wind generation and related infrastructure of the scope
contemplated by the Corona Wind Projects creates many robust and long-term economic
opportunities for the state of New Mexico.

Development of the electric generation and transmission facilities comprising the Corona
Wind Projects offers New Mexico highly desirable economic development investments.
Investments in these wind generation and transmission facilities stimulate substantial growth
in the renewable energy sector, and foster an economic development climate that broadens
the state’s long-standing role as a sustainable participant and energy exporter in the energy
marketplace. This Report also demonstrates that the economies of the three counties most
directly impacted by the Projects will obtain sorely needed injections of substantial new
capital assets and related development benefits, both of which will stimulate broader
economic growth in rural New Mexico for decades to come. In short, the renewable energy
facilities developed will help mitigate the economic challenges facing the rural New Mexico
economy, and the economic losses associated with the closure of several of New Mexico’s
coal-fired generation resources.

Importantly, the Corona Wind Projects will develop new and underdeveloped economic
resources in the state of New Mexico — wind energy — that will be directly exported from
the state.® Aside from the technology, innovation, and capital investments developed in
conjunction with the Corona Wind Projects, this development creates new economic value
and opportunity within New Mexico, the product of which will be exported from the state.
This is a highly valuable attribute of the Projects, as the Corona Wind Projects will not
displace or capture existing commercial energy market activities. Instead, these investments
will create the most desirable form of new economic development in its exportation of
environmentally preferred New Mexico energy resources. Furthermore, because the
Projects are not expected to interconnect to the New Mexico grid, instead utilizing the new
SunZia Transmission Project to deliver out-of-state power, they would likewise not
negatively affect the transmission capacity of New Mexico’s grid. In summary, the Corona
Wind Projects will create new economic value that is obtained from economic activities that
are expansions of the New Mexico economy.

8 NOTE: Corona Projects generation capacity will be committed to long-term Power Purchase Agreements
(“PPA’s”), but these have not been fully executed at time of this Report’s release. Although this contractual
component is critical to the development of the Projects, it has little significance to the assessment of economic
and fiscal impacts. That is, the out-of-state purchases of exported power are not subject to taxation pursuant
to the interstate transaction restrictions under the Commerce Clause of the Constitution, and income earned
is retained by the out-of-state Developer of the resources. On the other hand, some landowner compensation
is tied to PPA revenue, requiring assumptions to be taken as to the impacts of these PPA’s. The uniform nature
of the terms of these landowner agreements allow for an aggregated assumption as to the impacts of these
contract terms.
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New Mexico has a long-established priority for encouraging exactly the economic
development engendered by the Corona Wind Projects; the state has expressly encouraged
development of renewable energy.® Further, in 2004, the state of New Mexico also enacted
a groundbreaking economic development initiative, prioritizing development of renewable
energy resources in conjunction with its recognition of the constraints relating to siting and
funding of renewable electric transmission facilities investments. In establishing the New
Mexico Renewable Energy Transmission Authority,'® the state formally established its goal
to develop renewable energy for export, and recognized the need to expressly facilitate the
siting of transmission facilities in the state for service to multi-state customers seeking
access to and development of New Mexico renewable energy resources. "

Corona Wind Projects’ Scope

To give some idea of the of the scale of the Corona Wind Projects as it relates to
current wind generation facilities, as of the end of 2017 the state of New Mexico
had a total installed wind power capacity of 1,682 MW available from an installed
base of 1,005 wind turbines.'? The Corona Wind Projects (2,200 MW) by
themselves will potentially more than double the currently installed wind generation
capacity in New Mexico. The Corona Wind Projects are also projected to be nearly
50% larger than the largest currently installed wind generation facility in the United
States. ' At the time of completion, the 2,200 MW Corona Wind Projects would
be the largest contiguous wind farm in the US, and the second or third largest
contiguous wind generation installation in the world.

9 See, e.g., Section 7-2A-19 NMSA 1978, Laws 2002, Ch. 59, § 1; 2003, Ch. 419, § 1; 2005, Ch. 104, § 7; 2005,
Ch.181, § 1; 2007, Ch. 204, § 1.

10 Section 62-16A-3 NMSA 1978; Laws 2007, Ch. 3, § 3; 2011, Ch. 51, § 4.

" Ashley C. Brown and Jim Rossi, MULTISTATE DECISION MAKING FOR RENEWABLE ENERGY AND
TRANSMISSION:  SPOTLIGHT ON COLORADO, NEW MEXICO, UTAH, AND WYOMING: Siting
Transmission Lines in a Changed Milieu: Evolving Notions of the "Public Interest" in Balancing State and
Regional Considerations, 81 U. Colo. L. Rev. 705, Summer 2010.

12 American Wind Energy Association, “US Wind Industry Fourth Quarter 2017 Market Report”, January 25, 2018
(“American Wind Energy Association”).

8United  States Energy Information  Administration, “Today In  Energy’, May 2, 2017:
https://www.eia.gov/todayinenergy/detail.php?id=31032. Note that numerous projects throughout North
America are proposed and subject to approval, with this report referencing “best available” information at the
time of preparation.
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The Corona Wind Projects and supporting transmission infrastructure align directly with the
New Mexico State Energy Plan.'* In particular, that plan concludes:

Inadequate transmission access has long been cited as the primary hindrance to
New Mexico renewable energy development, as some of the best wind

resources, in particular, are located far away from electricity markets.

A significant component of the Projects is their status as the anchor tenant projects for the
SunZia Transmission Project,’® which directly addresses the cited obstacle. Moreover,
several other objectives of the State
Energy Plan are addressed by the
Corona Wind Projects, including:

HIGH VOLTAGE TRANSMISSION GRID

Supporting regional energy MODERNIZATION

policy, infrastructure, and

development pathways and Development of the Corona Wind Projects and the

solutions; associated SunZia Transmission Project opena new
chapter in the New Mexico energy market

landscape. Although the Phase I capacity of the
additional transmission assets will be fully

Ensuring that sound science
and economics, as well as the

availability of underdeveloped
energy resources, drive state
energy policy decisions;

Focus on economic growth,
diversification, and private
sector job creation;

Consider appropriate incentives
that would increase market

subscribed by the Corona Wind Projects, the new
transmission infrastructure represents long-term
assets that are designed to link high-wind speed
areas to markets as efficiently as possible. Further,
the lifespan of major infrastructure projects — such
as SunZia Transmission, and the Corona Wind
Projects’ internal approximately 60-mile Corona
Gen-Tie System assets — is not equal to the
engineered lifespan of its infrastructure (e.g, ROW
easements and permits for transmission lines will
generally have renewal optionality and

potential and competitiveness

) . transferability). As such, these facilities and
with other states in the West;

capacity constitute a further public benefit (i.e,
positive externality) which is not quantified in the
analyses presented in this Report.

4 Energy, Minerals & Natural Resources Department, “Seizing Our Potential — the New Mexico State Energy
Plan,” State of New Mexico, Santa Fe, New Mexico (2015), p. 12.

15 Pattern Energy Group, LP has been selected as the “anchor customer” for the SunZia Transmission Project,
and has entered into a precedent agreement for up to 1,500 MW of Merchant Capacity (100% of Phase I) from
the transmission project (See FERC SunZia Order, at p.3). In turn, Pattern Energy will assign is rights to the
capacity to the six Corona Wind Projects. It is notable that the Corona Wind Projects and SunZia Transmission
Project will provide a significant strategic contribution to New Mexico’s role in delivering renewable electric
generation to the western electric grid. However, the two projects are connected only pursuant to a Precedent
Agreement. Although the two Projects’ relationship is significant in relation to synergistic economic
development impacts, this report focuses only on the economic and fiscal impacts of the Corona Projects’
capital investment, development, and operations.

Corona Wind Projects Economic Impacts Report 6
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Accelerate reduction of fresh water consumption (i.e., gallons per MWH generated) in
the energy sector; and

Establish the energy foundation of new and improved infrastructure in electric power
transmission.

Additionally, once operational, the economic benefits and revenue streams provided (more
generally) by the Corona Wind Projects will be extremely stable and not be as economically
volatile as is common to most energy resource developments found in the state of New
Mexico. As wind generation technology continues to improve and lower wind speed
resources become increasingly economically viable, it is reasonable to expect that high-
quality wind resources with transmission solutions such as the Corona Projects will be
competitive far beyond the anticipated lifetime of these projects. This stable foundation of
economic activity can be anticipated for at least the projected thirty-year life of the Projects
(“Study Period”), '® and will likely continue beyond that time.

Figure 2: Corona Wind Projects Development Area The Projects establish a new
economic infrastructure in both the

ekt specific development area (Figure 2)
ST and more generally in New Mexico that
will likely foster further developments
of a similar nature, potentially spurring
a virtuous cycle of renewable energy
development and operations. This is

e particularly true with recognition that
the proposed transmission capacity of
both phases of the SunZia

N Transmission facilities will not be fully

L coumytines utilized by the development of the

ote:Mop depits generaled ocaion o he Corona Wind Projects (as currently
project facilities, although some locations are . .

e et designed), but the role of the Projects

as the anchor tenant to the first phase
of the SunZia Transmission Project’'s development assures that additional development will
have access to an export market for New Mexico’s renewable energy resources. Additional
wind generation facilities subsequently developed in association with the second phase of
the SunZia Transmission Project has not been analyzed in this Report, but would be directly
facilitated by the development of the Corona Wind Projects. The Projects and the
transmission infrastructure they facilitate represent major infrastructure investments

16 The thirty-year Study Period is based on the reasonable useful life of a wind facility. This is not a projection of
how long the Corona Wind Projects or other similar facilities within the Corona Wind Area will be in operations.
Importantly, financing will match PPA terms that are shorter than the anticipated useful life of the facilities,
assuring a competitive opportunity for these wind generation resources beyond initial financial commitments
to the Corona Wind Projects.
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efficiently linking high-wind speed resources to the grid and energy markets the benefits of
which New Mexico can reasonably expect to enjoy for the foreseeable future.

As previously noted, there remains some uncertainty as to the specific configuration of the
Corona Wind Projects. Landowner negotiations continue to refine the specific locations for
Project components, but - as of this writing - the configuration of anticipated locations in the
three affected counties are shown in Figure 2.

Summary of Impacts

The economic and fiscal impacts of the Corona Wind Projects will make a significant
contribution to the economic base of Guadalupe, Lincoln, and Torrance Counties, with both
short-term development activities and long-term contributions to the regional economy.
These economic impacts will come in the form of employment, income, construction
activities, and additions to the tax base. The short-term impacts during the Development
Period will flow from approximately $2.4 billion in capital investment for the development of
the Corona Wind Projects. These developments will occur over approximately 300 thousand
acres (“Corona Wind Area”) in the three-county area, and will introduce significant economic
activities for decades to come.

The comprehensive impacts of the Corona Wind Projects are summarized in the following
table. These impacts are calculated over the thirty-year Study Period, although there is
certainly reason to believe that the impacts will have longer-term and permanent beneficial
consequences for the New Mexico economy (i.e., structural economic changes).

Table 1: Local Economic Impacts

)
c = Q [72) (5}
c i)
2 o 2 e g 2 2 R =
oo E o = = S £ o s © o
S 2 5 3 0N S = 2 O € ¢
] 0% X c c = E C - ° E = O
E T W 20 2w > o © £ = T OO
c T e (7)) o 238 © o ® ) cw s
o Eo o TS O Q. w e = =g 2
02 w= c g =0 = w £ - « 2 E
e _ = ®pn O o O — 0 0 o 8=
= X © - - = ' o o c (I
g 8 S 5 T | & 58 &%
S a o o w Qc
|
rr::oa;cf“mm'c $116 94 $195  $430  $1,928 $105 | $2,609 $3,380 $3,751
Discounted Present
Value (‘DPV”) of $116 N/A  $129  $221  $988  $54 $1,395 $1,807 $2,015
Impacts (@5%)

*Operations and Maintenance jobs. Does not include construction related employment, but construction-related
employment included in dollar value of construction-related expenditures.
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REGIONAL ECONOMIC IMPACTS: SUMMARY

The three-county region in which the Corona Wind Projects will be developed is dominated
by high desert ranchland, and bordered by forested mountain landforms on its western
boundaries. The largely rural area has significant access to major urban economic and
cultural centers — the Corona Wind Area has relatively close access to recreation and resort
facilities in the Ruidoso and related mountain communities to the south and west; regional
trade centers in Roswell and Alamogordo to the south; and the state’s largest metropolitan
area comprising the Albuquerque and middle Rio Grande suburban communities less than
a two-hour drive from the Corona Wind Area. These larger population centers, combined
with the traditional ranching communities found within the Corona Wind Area, provide robust
economic and cultural resources which will provide support Project activities.

The employment impacts are expected to be significant, with the Corona Wind Project
creating an estimated 1,186 total jobs during construction, with an estimated 356 of those
jobs sourced from local labor resources. Payroll during the development phase can be
anticipated to add approximately $59.9 million in income to the local labor force for the
Corona Wind Project construction alone. These jobs will be created nearly simultaneously
with the SunZia Transmission Line construction with local labor resources creating
significant economic impacts not only to firms based in the three-county area, but also
significant skilled labor resources attracted from the middle Rio Grande suburban areas and
large regional trade centers, such as Roswell and Alamogordo, which are adjacent to the
Study Area. The bulk of these short-term impacts will occur in 2019 through 2020. Of the
total capital expenditures during construction of the Corona Project, it is estimated that
$116.3 million in contracts will flow to local construction service providers.

Once construction is completed and operations commence, the Corona Project is expected
to result in the employment of approximately 94 full-time personnel with a payroll estimated
to be approximately $4.5 million per year and total operating costs of approximately $82.7
million per year.

The land lease, easement, and royalty agreements with the private landowners on which the
wind generation facilities will be sited will provide direct new revenues to a total of up to 100
landowners within the Corona Wind Area and including New Mexico State Lands. The
Corona Wind Projects’ landowners are expected to realize approximately $12.5 million of
new revenues during the Development Period, and an average of approximately $13.9
million per year during the Operational Period.

The regional significance of the Corona Wind Projects as the anchor tenant facilities to the
SunZia Transmission Project cannot be ignored. We do not attempt to specifically quantify
the additional benefits of the renewable resource development opportunities (e.g., new
generation capacity associated with the second phase of the SunZia Transmission Project,
regional economic impacts of development and operations, etc.) facilitated by the

@ MOSSADAMS Corona Wind Projects Economic Impacts Report 9



development of the SunZia Transmission infrastructure. However, the Corona Wind
Projects’ role in developing and interconnecting the new New Mexico transmission system
capacity (i.e., as the anchor tenant for the first phase of the SunZia Transmission Project)
with the rest of the western interstate electric grid has significant economic importance. In
short, the Corona Wind Projects are an important catalyst in promoting both New Mexico
energy exports and the further development of the state’s renewable energy resources.

Pattern Development estimates Gross Receipts Tax (“GRT”) revenues will be increased as
a result of the construction activities by an estimated $22.4 million for the Corona Wind
Projects during the development period (2019-2020). Fiscal impacts associated with
property taxes are muted as a result of the financing through Industrial Revenue Bonds
(“IRBs”), " but provisions have been made by the developers to provide payments in lieu of
taxes (“PILOTs”) to a number of the municipal and school district beneficiaries of these tax
revenues that are expected to be approximately $3.5 million annually.

Table 2: Summary of Economic Impacts

Summary of Economic Impacts ($millions)
Direct Impact _Direct & Direct, Indirect
Indirect Impact & Induced
Development Period Impacts

Local Construction Contracts $116.3 $149.6 $186.0
Land Owner Benefits $12.5 $21.4 $25.4
Total Annual Development Period Impacts $128.8 $171.0 $211.3

Operational Period Impacts (Annual Average)
Operational Costs $68.8 $83.2 $89.7
Land Owner Benefits $13.9 $23.8 $28.3
Total Annual Operational Period $82.7 $107.0 $118.0

In sum, the direct economic impacts of the Corona Wind Projects during the Development
Period is expected to be about $128.8 million and approximately $211.3 million if the full
economic multiplier effects are considered. Fiscal impacts during the Development Period
will directly add an estimated $22.4 million to government coffers. Once operational, the
Corona Wind Projects is expected to generate a direct annual economic impact of
approximately $82.7 million, and with consideration of the economic multiplier impacts, this

"New Mexico counties and municipalities are authorized to approve IRBs, which provide government-sponsored
financial underwriting, providing developers tax-exempt treatment as relates to New Mexico Gross Receipts
Tax and Property Tax liabilities with respect to significant Project components. Typically, the government
sponsors also negotiate provisions for PILOT payments to offset the lost tax revenue distributions to the local
governments.
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economic benefit is estimated to be about $118.0 per year.'® Fiscal impacts from operations
are estimated to add approximately $3.5 million annually through PILOT payments to local
governmental entities.

8 Common to economic impact analyses are estimates of the “jobs” created by a development project. Direct
jobs are relatively straight forward to estimate, and in this case Pattern Development has provided total labor
hours (by job category) as the basis for the Development Period employment. Where development provides
permanent jobs, economic multiplier models suggest indirect and induced job impacts may be forecast. This
approach is not appropriate in this particular setting.

That is, the local construction/development period employment are not permanent jobs (i.e., would probably
employ existing New Mexico construction workers — or use itinerate workers - in the various trades required),
and therefore are less likely to create jobs in the same sense as permanent construction jobs (which
attract/employ new workers to NM who become permanent residents). For example, the additional
expenditures made by the construction workers at the “Corona Diner” (a hypothetical establishment) will not
likely cause the Diner to hire additional workers, but simply meet this additional demand with the labor
resources they already employ.

In a similar fashion, during the operations period the estimated 94 permanent employees (further described
herein) will likely be deployed in numerous communities, and their economic activities highly “diluted” (e.g.,
geographically). With respect to these employees, it may be more reasonable to project indirect and induced
job impacts, but at most will would be likely to create 40-50 additional permanent jobs (if any). Thus, | have
adopted a conservative approach, ignoring the creation of additional indirect/induced jobs, but | do identify
direct, indirect and induced economic activities (expenditures) associated with the wages paid to these new
employees (jobs).
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Economic Foundations NOTE T0 READER:
DESCRIPTION AND OVERVIEW OF THE CORONA WIND
PROJECTS

The prospect for large scale development of wind resources The data reported herein
in New Mexico has been apparent for some time, and the attempts to rely on the
current wind generation capacity of 1,682 MW '® only begins most  current  and/or
to tap the state’s wind resources potential. The Corona Wind relevant data available.
Projects will more than double the total wind generation There  are  numerous
capacity in New Mexico, as the Projects are anticipated to Sou_rces fo_r U7 CEE)
bring additional wind generation capacity of about 2,200 series, and in many cases,

inferences must be taken
MW on-line in the State of New Mexico by the end of 2020.2° e s e
by “cross-referencing” data

from multiple sources of
information and sometimes
data from multiple years. A
reader should undertake
review of the information
presented with the
expectation that the
narrative is assembled to
relate a comprehensive
perspective on the
economic activities
described and understand
that the specific data
referenced may be the
“best available” to support
the economic analyses.
presented.

The Corona Wind Projects will cover parts of three Central
New Mexico counties: Guadalupe, Lincoln, and Torrance,
and will be constructed on a mix of private and state trust
land. Project construction is expected to be completed in
2020.

The Corona Wind Projects will be the anchor tenant for the
SunZia Transmission Project, which is proposed to consist
of two approximately 1,500 MW 500-kV alternating current
transmission lines?' that will transport electricity from New
Mexico across the Desert Southwest.

In total, it is anticipated that the Corona Wind Projects will
create approximately $2.4 billion in capital investment in
renewable energy generation facilities in New Mexico, and
significant economic  benefit to the neighboring
communities.

19 American Wind Energy Association, op. cit.

20 Several new projects have recently been announced, including the Xcel's Energy’s Sagamore Wind Project
(552 MW in Roosevelt County, New Mexico), and Mesa Canyons Wind LLC (Phase | 330 MW, with full project
build-out up to 1,000 MW in Lincoln County, New Mexico). It is anticipated that both of these projects will be
completed by the end of 2020 to be eligible for the federal production tax credit.

21SunZia Transmission plans to complete the Project in two phases. Phase | includes a 500kV HVAC
transmission line and substations, total 1,500 MW of capacity. Phase Il includes a 500 kV HVAC transmission
line (for an additional 1,500 MW of capacity or a high voltage direct current transmission line for an additional
3, 000 MW of capacity). Federal Energy Regulatory Commission, Order Authorizing Negotiated Rate Proposal
and Accepting Anchor Customer open solicitation and Selection Report, FERC Docket No. ER17-388-000,
September 20, 2017.
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The Application submitted to the PRC seek approval for the location of the Corona Wind
Projects generation and transmission facilities, with this Report focusing its analysis of
economic and fiscal impacts on the specific activities relating to the Projects (to the extent
allowed by available data).

Table 3: Estimated Project Costs

Turbines & Balance of Project (“BOP”) $2,074
Interconnection Costs $105
Developer / Finance / Contingency Expenses $204
Total Project Costs $2,383

Located in the heart of central New Mexico and southeast of Albuquerque, the Corona Wind
Projects will cover approximately 300 thousand acres over three counties and a mix of state
and private lands. Land rights agreements are in place with the owners of the properties,
with both direct payments for Rent and Easements; specific facilities fees (e.g.,
meteorological towers, turbine installation), Wind Turbine Rental, and Transmission
Corridor; as well as production-based payments during operations.?? In addition, some of
the landowners participating in the Wind Projects will receive development payments as they
are the original owners of the Projects that have subsequently been acquired by Pattern
Development. IRBs have yet to be negotiated by the county and local governments, with
provisions for PILOT payments for the impacted counties and various school districts in the
region. Given total project costs of nearly $2.4 billion, IRBs can be expected to exceed $2.0
billion in total amount. In short, the Corona Wind Projects will provide new economic based
development opportunities to the three-county region in which it will be located.

22 There are also land owner agreement provisions relating to payments for damages (if any) to crops and
livestock in conjunction with the development and operations of the wind project facilities.
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Economic and Demographic Profiles

The economic and demographic profiles were compiled using data from a variety of sources
including:

The Bureau of Labor Statistics

The US Census Bureau

The United States Department of Agriculture

New Mexico Taxation and Revenue Department
The most recently available data is used throughout the profiles, ranging from 2012, for

agricultural data, to 2016, for certain population and demographic information.

Specific source information is provided in the Appendix. A map of the Study Area is shown
in Figure 3, below. The three counties which will contain portions of the Projects are shaded
in dark green. Because of the proximity of the Projects to the Albuquerque Metropolitan
Statistical Area (“MSA”), it is expected that the MSA will contribute significant resources. The
city of Roswell is also expected to contribute to the Projects. For that reason, Bernalillo and
Chaves counties are shaded in light gray. Corona, the Projects’ namesake town, is marked
with a bright green circle.

Figure 3: Map of Study Area and Surrounding Counties
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[ L

@ MOSSADAMS Corona Wind Projects Economic Impacts Report 14



STUDY AREA - ECONOMIC AND DEMOGRAPHIC PROFILE

The Study Area is composed of three central New Mexico counties: Guadalupe, Lincoln, and
Torrance. It covers a diverse geographical area, ranging from high plains to tree covered
mountains. Guadalupe County is the smallest of the three by geographic area, and also has
roughly a quarter of the population of the other two counties (reflecting less than one-eighth
of the total Study Area population). Lincoln County has both the largest population and the
largest geographic area. Torrance County, however, has the greatest population density of
the three counties. An overview of the area’s population demographics is shown in Table 4.

Table 4: Study Area County Population

e | e
Guadalupe 4,376 3,032 14
Lincoln 16,622 4,831 34
Torrance 15,302 3,346 4.6
Study Area Total 36,300 11,209 3.2

Generally stated, the Study Area has a higher concentration of its population which is fifty
years old and older than is demonstrated in the age cohorts of New Mexico as a whole
(Figure 4).

Figure 4: Comparison of Age Distribution by Cohort

Percentage of Population by Age
New Mexico/Study Area Comparison
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The Study Area as a whole comprises 1.74% of New Mexico’s population and has been
experiencing a significant population decrease over the past six years. Table 5 demonstrates
additional population demographics of the Study Area and the State.

Table 5: Study Area Population and Growth

Study Area Population State Population

2010 — 2016 Population 2010 — 2016 Population
Growth Rate Growth Rate

2016 Population 2016 Population

36,300 (1.74% of NM state

- 0,
population) 6.15% per annum

2,085,109 +1.06% per annum

The Study Area has an unemployment rate of 7.0%, which is somewhat higher than the
unemployment rate in the State (6.2%). Table 6 shows a labor force and employment profile
for the Study Area as compared to the state as a whole, reflecting that the Study Area
comprised 1.7% of the total New Mexico labor force in 2016.

Table 6: State and Study Area Labor Force

Study Area State Total
Unemployment Unemployment
Labor Force Employment Rate Labor Force Employment Rate
15,592 14,494 7.0% 931,908 873,924 6.2%

Figure 5: State and Study Area Average Annual Compensation ~ The US Bureau of Labor Statistics

Study Area Average Annual

2016 total wages and salaries report
for covered employment in the

Compensation Study Area provides an estimated
$50.000 642,599 average annual compensation of
$40.000 ’ $29,618 per employee. The New
30’000 $29,618 Mexico statewide average
$30, compensation is $42,599 per year,
$20,000 revealing that reported wages and
$10,000

$0

Study Area

New Mexico

23 US Census Bureau, American Community Survey 2015.

24 Bureau of Labor Statistics, Quarterly Census of Employment and Wages 2016 Annual Averages (note: non-
farm employment only).
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salaries in the Study Area are approximately 70% of the
state average (Figure 5).

Additionally, the US Census Bureau estimates a per capita
income of $20,292 for the Study Area, as compared with
$24,012 for the state of New Mexico.?® The higher
proportion of the Study Area per capita income (in relation
to New Mexico as a whole, as compared to the
compensation data previously discussed) likely reflects the
role of investment and retirement income in the somewhat
older profile of the Study Area population.

The largely rural, sparsely populated Study Area’s dominant
land use is focused on agricultural business enterprises
(particularly ranching), but the dominant economic activities
(measured by reported employment and output) are related
to retail trade, hospitality, and health care.

Private firms comprise about 83% of the business entities in
the Study Area. However, this data excludes agricultural
employment, which is recognized to be a significant
component of the rural economy in the Study Area. Due to
the population and predominantly rural nature of the
counties’ land area, most of the establishments in the Study
Area are quite small, with a limited number of employees.

Focusing on employment, the top six private business
sector employers are reflected in Figure 6 and Table 7.
Excluding the agricultural sectors, the statistics suggest that
the Study Area’s economy is largely driven by retail,
accommodations and food services; healthcare and social
assistance; and public administration. These four sectors
alone comprise around two-thirds of the Study Area’s total
annual employment by industry.

SURROUNDING AREA
INPUTS

A distinguishing characteristic
of the Corona Wind Projects is
that its location, covering parts
of three largely rural counties, is
also in relatively close proximity
to a large proportion of the
specialty construction
contracting capacity of the
state. As reflected in Figure 3,
Corona is in the heart of the
three Study Area counties
(Guadalupe, Lincoln, and
Torrance) and is less than a
two-hour  drive from the
Albuquerque Metropolitan
Statistical Area (‘MSA’). The
MSA is expected to be
competitive in contributing a
large proportion of project labor.
Over 47% of state-wide
construction workers (who are
employed by over 1,900 firms)
reside in the Albuquerque MSA.
The major highways and a
variety of secondary roads are
available to reach the Projects
locations from the MSA. This
provides significant opportunity
for BOP contracting and staging
of Projects labor and materials.
Also, the City of Roswell is
about the same distance from
the Projects area, and could
also contribute to the overall mix

of labor force, though likely not
as much as Albuquerque.

SOURCE: New Mexico Department of
Workforce Solutions, Quarterly
Census of Employmentand Wages.

25 Bureau of Labor Statistics, Quarterly Census of Employment and Wages 2016 Annual Averages.
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Figure 6: Study Area Average Annual Employment By Industry

Study Area Annual Average Employment (2016)

Health care and Public
social assistance, administration,
14% 9%

Arts,
Accommodation entertainment,
and food services, and recreation,
Retail trade, 24% 21% All Others, 18% | 7%

The demographic data, combined with the analysis of employment and output by industry
suggests that there is a valuable regional labor resource in the Study Area and surrounding
communities available for the development, construction, and maintenance of the Projects.

Table 7: Top Six Industry Sectors by Employment

2016 Data for Top Six NM Study Area Private Industry Sectors Ordered by Annual Employment 26
i Annual Average
Average Establishments Employment Annual
ector Wages Per
% of Private % of Private Employee
Count Establishments Count Employment
NAICS 44-45 Retail trade 192 15% 1,989 24% $24,602.16
NAICS 72 Al dati d food
_ ceommodation andfoo 140 11% 1,777 21% $15,706.87
services
NAIF:S 62 Health care and social 153 12% 1190 14% $42.995.17
assistance
NAICS 92 Public administration 95 7% 789 9% $41,034.08
NAICS ?1 Arts, entertainment, and 39 39 578 79 $23.108.61
recreation
NAICS 23 Construction 164 13% 565 7% $32,944.88

Agriculture — ranching in particular — forms a significant component of the economy in the
Study Area. Most of the agricultural products that are produced in the Study Area come from
Torrance County, but given the rural character of all of the counties and the predominance

26 Bureau of Labor Statistics, Quarterly Census of Employment and Wages 2016 Annual Averages.
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of ranching activities throughout the Study Area, agricultural businesses still play a large role
in all three counties. Table 8 presents an agricultural profile for the Study Area; the table
does not include forestry data, as this data was notincluded in the 2007 and 2012 censuses.

Table 8: Study Area Farm Demographics

2012 and 2007 New Mexico Study Area Farm Demographics

2012 and 2007 Farm Demographics

2012 2007 Average Farm Size 2012 2007
Number of Farms 27
1323 | 1,180 (acres) 3826 | 4,195
2012 Market Value of Agricultural Products Sold ($ millions)
Crops Livestock and Poultry Total
$24.26 $68.84
$93.10
26.1% 73.9%
2012 Value of Sales by Commodity Group ($ millions)
Grains, Dry Beans Corn Other Crops Cattle and Calves Other Livestock
and Peas and Poultry
$9.99 $9.44 $4.81 $56.47 $12.37

As noted in Table 8, the trend for the time period between 2007 and 2012 indicates an
increase in the number of farms within the Study Area. Between 2007 and 2012, the number
of farms increased 12%. Due to this sizable increase in the number of farms, combined with
the decrease in the average farm size, it appears that a relatively small amount of additional
acreage was brought into production and a number of the farms were divided up. In 2012,
there was reported to be almost 5.1 million acres in agricultural production in the Study

Area. %8

The mixture of agricultural products sold for the Study Area is reflected in Figure 7 and
reveals a heavy concentration of cattle and calf production, followed by the production of
other livestock and poultry. The production of crops in the Study Area contributed nearly
$24.3 million to its economy, including grains, dry beans and peas; corn, and other crops,
but most of these crops are produced solely in Torrance County.

27 \Weighted average of farm size by number of farms.
28 Approximately 7,909 square miles, representing almost 71% of the total Study Area.

@ MOSSADAMS

Corona Wind Projects Economic Impacts Report

19



Figure 7: Percentages of Agricultural Products Sold, Study Area & State

Percentages of Agricultural Products Sold, Study
Area/State Comparison
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While New Mexico as a whole has a similar percentage of total crops sold to that of the
Study Area, there is a stark difference when it comes to livestock production. The Study
Area’s agricultural sales are strongly focused in cattle and calves (61% of total agricultural
sales). The state, on the other hand, focuses more heavily on other livestock and poultry,
not just cattle and calves. The total share of livestock in agricultural production output is
roughly similar.

The role of agriculture in the Study Area’s economy is best reflected in comparing the
reported $93.1 million agricultural production to the $972.8 million of reported Taxable Gross
Receipts. ?° It is clear that agriculture is a significant foundation of the Study Area economy,
but that the previously identified non-agricultural sectors provide for the dominant
employment and income in the regional economy.

The Study Area had over $72.6 million in GRT collections in Fiscal Year 2017, providing
1.83% of the total GRT collections in the State. The economic sector reporting the highest
levels of GRT in the Study Area is the Retail Trade sector, with revenues from the sales in
this sector constituting 24% of the GRT collections. This is followed by the Construction
sector which boasts 20% of the total GRT (Figure 8). Construction representing 20% of the
GRT and only 7% of the employment in the Study Area highlights the ready supply of

29 New Mexico Taxation and Revenue Department RP-80 Monthly Report. Note also that agricultural production
activities are largely excluded from GRT liability.
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construction firms and workers from the larger population centers surrounding the Study
Area. 30

Figure 8: Study Area GRT by Sector

FY17 Study Area GRT by Sector
$72.6 Million Total GRT
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The Administrative and Support and Waste Management and Remediation Services sector
also plays an important role in the Study Area. There are two large privately run prisons in
the region — one in Torrance County and one in Guadalupe County — though the Torrance
County Detention Center (with 203 employees) closed in September 2017.%! It is also
important to note the contribution of Accommodation and Food Services to both employment
and gross receipts in the Study Area, as that sector is especially important in southern
Lincoln County.

In sum, the economic data for the Study Area reflects overall weakness in business activities,
and associated employment. The Corona Wind Project will make a very positive contribution
to the economic activities in the Study Area, with a reasonable expectation that the negative
trends and conditions discussed in the preceding substantially reversed by the development
and operation of the Corona Wind Project (and related facilities).

Property Taxes are a critical component of the fiscal impact analysis, as this is the primary
revenue source for county government operational budgets in the Study Area. A look at the
property tax collections by county for the Study Area (Figure 9) shows that Lincoln County

30 GRT is reported based on the location where the economic activities occur, and employment is reported based
on place of residence.

31 Of recent there has been discussion of re-opening the closed prison facility, but no additional information is
available as to the potential for this to occur.
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accounts for over half of the total property tax receipts, while Torrance County counts for
just over one third.

Statewide, property tax obligations for county operations and debt service within New Mexico
total over $466 million,32 with the Study Area counties collecting just over 3% of that for
2017. As a whole, about 53% of Study Area property taxes are collected from nonresidential
property, and 47% from residential property. The mix of residential and nonresidential
property taxes is not consistent between the three counties, as can be seen in Figure 9.
Important to note that in the Study Area, school districts receive about 30% of property tax
revenues. Other recipients, in addition to the state, county, and municipal governments
include community colleges and hospitals (See Table TA-1 in Technical Appendix for
additional property tax details).

Figure 9: Study Area Property Taxes Collected by County 33

Residential and Nonresidential Property Tax Collected, by

County 2017 ($1,000s)
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Guadalupe Lincoln Torrance

$2,325

32 ocal Government Division, Budget and Finance Bureau, "Property Tax Facts for Tax Year 2017,” New Mexico
Department of Finance Administration, Santa Fe, NM (Table 3).

33 Property tax obligations reflect property taxes due based on 2017 rate certificates filed with the New Mexico
Department of Finance and Administration, for County Operations and Debt Service Purposes.
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The role of taxes and other revenue sources in the county budgets for the three counties
comprising the Study Area is revealed in the following graphic (Figure 10). It is apparent
that property taxes are an important component of the revenues relied on in for the fiscal
activities of the county governments, and that GRT and other taxes are a lesser source of
revenues for the governments. Although the assets developed by the Corona Wind
Projects will be largely excluded from the Property Tax and GRT liabilities as a result of
IRB support for these investments, there will be significant additional economic activities
created by the development of these generation and transmission assets as a result of the
development activities.

Figure 10: Study Area County Budget Revenue, by Source

Percent of Revenue by Source,
Study Area Counties FY16
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Analysis of Economic and Fiscal Impacts

DIRECT ECONOMIC IMPACTS OF CORONA WIND PROJECTS

The development of a wind generation facility of the magnitude contemplated for the Corona
Wind Projects, and the associated Corona Gen-Tie System involves significant land
resources and several specialized construction capabilities. The wind turbines must be
erected by specialized teams, and manufacturers’ warranties obligate many construction
activities to be performed directly by the manufacturer's construction teams. However, there
are significant construction activities that require construction services obtained from local
resources. Table 9 provides an estimate of total employment during the construction phase
of the Corona Wind Projects.

Table 9: Estimated Total Construction Employment Impact

Estimated Project Construction Employment Impacts
Total Local Non-Local

Wind Projects

Projected Labor Hours* 2,302 691 1,611

Full Time Equivalents** 1,107 332 775

Projected Labor Cost*** $186,462 $55,939 $130,523
Substations

Projected Labor Hours* 67 20 47

Full Time Equivalents** 32 10 22

Projected Labor Cost*** $5,394 $1,618 $3,776
345/500 kV Yard & Transmission Lines

Projected Labor Hours* 99 30 69

Full Time Equivalents** 48 14 33

Projected Labor Cost*** $8,019 $2,406 $5,613
Total

Projected Labor Hours* 2,468 740 1,727

Full Time Equivalents** 1,186 356 830

Projected Labor Cost*** $199,876 $59,963 $139,913

Thousands of person-hours.
Full Time Equivalents (FTE) calculated at 1 FTE per 2,080 person-hours. Rounded to the nearest FTE.

Thousands of dollars. Projected at $81 per hour average wage.

The local labor requirements are significant. As previously shown, the Study Area
Construction sector has a total employment of 565 people by the 164 firms operating in
2017. Similarly, the Study Area’s 65 firms operating in the Transportation sector employed
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138 individuals in 2017. These are two primary sectors that will be directly impacted by the
Wind Projects’ construction activities (with total local employment estimated to provide 356
Full Time Equivalent (“FTE”)jobs3*), and it would appear that significant portions of the local
labor requirements may be sourced from the locally available labor force. Specialized trade
skills (e.g., high voltage linemen) may not be available in the Study Area per se, but the
proximity to Albuquerque and the associated bulk of the state’s construction contracting firms
increase the likelihood that the required skilled labor requirements may be met by in state
resources.

During the anticipated thirty-year (or greater) operational phase of the Projects there will be
a number of full-time positions created. The developers have estimated that 74 full-time
technicians will be employed, and the Projects will be overseen by up to fifteen managers
when fully operational. There will also be five full-time site logistics coordinator positions
created, for a total of up to 94 full-time employees. 3®

Based on the information that has been provided by Pattern Development personnel in
preparation of this analysis, it is possible to summarize the wind generation facilities project
costs in Table 10. It should be noted that these are estimated costs, as the costs will not be
definitely known until construction awards are made to the various entities who will be
involved in the development activities.

Table 10: Estimated Project Costs

Turbines & BOP $2,074
Interconnection Costs $105
Developer / Finance / Contingency Expenses $204
Total Project Costs $2,383

With total project costs projected to be approximately $2.4 billion, the development of the
Corona Wind Projects is a major capital investment in the Project Area that is anticipated to
have a useful life of at least thirty years. Each of the generation turbines (and associated
infrastructure) can be linked with an estimated installed cost of approximately $2.2 million.

Construction Period Impacts on the Study Area — Pattern Development has provided
information to assess the specific local contracting activities that are anticipated with the

34 Employment numbers estimated at one FTE per 2,080 person hours.

35 As previously noted, this Report takes a conservative assumption that jobs reported herein are only the direct
jobs associated with the Corona Wind Projects. Employment multipliers (i.e., indirect and induced jobs) are
often reported in economic development projects, but in the context of the geographically diversity of jobs and
the nature of the employment (less than two-year construction jobs, and limited permanent employment) it is
a conservative assumption to address multiplier effects only with respect to increased economic expenditures
and income in the Study Area.
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generation projects. The components of project costs that are likely to be provided by local
contractors and labor resources are in the balance-of-project (“BOP”) category of Total
Costs, shown above. In particular, the costs listed in Table 11 are thought to be associated
with local resource providers.

Table 11: Estimated Locally Sourced Construction Expenditures

Component ltem Description Total NM Local Costs ($millions)
Civil/ Foundation Works $80.6

Electrical $17.6

Other / Services / OM Building $18.1

EPC Subtotal $116.3

In summary, itis anticipated that the Corona Wind Projects will provide approximately $116.3
million in local construction (and related) activities during its development. These EPC-
related (i.e., engineering, procurement, and construction) costs are inclusive of labor costs
in performing these activities. During the construction period, it can be anticipated that there
will be approximately 356 additional local construction-related jobs.

Assuming average hourly wages of $81 estimated by the developers can be applied to these
employment opportunities, this construction-related local employment could provide
approximately $59.9 million in personal income in the study area over the course of
construction of the Projects. A more likely scenario is that some percentage of these jobs
will be less than a full year in duration, and some proportion of New Mexico based labor will
actually come from Albuquerque, but any attempt to refine this wage impact would rely on
relatively meaningless assertions (at this time) of construction schedules and labor resource
deployment.

Operational Period Impacts on the Study Area — Pattern Development has provided
information related to the operational phase of the Projects, projecting that the Corona Wind
Projects is expected to require approximately 94 full-time employees, who, if paid the
average 2016 Study Area wage in the Utilities sector ($47,462.27 per year>°), would result
in an annual payroll for the Corona Wind Projects of approximately $4.5 million per year.
There are additional operational costs not quantified in this analysis related to facility
management offices and transportation related expenses.

36 Bureau of Labor Statistics, Quarterly Census of Employment and Wages 2016 Annual Averages.
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ECONOMIC AND FISCAL IMPACT ANALYSIS

The preceding discussion of the direct economic impacts of the Corona Wind Projects has
addressed the construction-related expenditures that are likely to be sourced from local
resources and local employment during construction and operations.

There are additional direct economic impacts associated with the landowner’s benefits, and
the indirect and induced economic impacts that will occur with the new economic activities
brought to the three-county Study Area (i.e., economic multipliers).

The fiscal impacts which are analyzed below are related to gross receipts and income tax
revenues generated by this new economic activity, and the treatment given to the new assets
in the context of property tax burdens in the Projects area.

Landowner Economic Benefits — The Corona Wind Projects will occupy approximately
300 thousand acres. There are up to 100 landowners who will participate in the Corona Wind
Projects. The Projects are located on a mixture of state and private land.

The specific lease terms provide for a variety of easements and access conditions, and
several different provisions for compensation during both the “Development” and
“Operational” Period of the agreements. The Development Period for the Corona Projects
began in late 2016 and is anticipated to be completed in 2020.

Due to confidentiality considerations, this Report will only generally summarize the economic
terms of the landowner leases and easements that have been executed to allow the Projects’
development and operation. During the Development Period, payments are made for
easements and various facility installations for the Corona Wind Projects. During the
Operational Period, there are royalty payments related to turbine output and land rental
payments per acre.

During the Development Period, New Mexico landowners in the area are likely to realize a
total of $12.5 million in lease payments. During the Operational Period, annual New Mexico
land lease and royalty payments will average $13.9 million per year in total for the Corona
Wind Projects. Both the royalty and land lease payments escalate over time.

Although there will be some limited encroachment on the landowners’ ability to continue the
current agricultural uses of the land, they will obtain significantly improved access to those
lands as a result of the development of surface maintenance roads to support the Projects
facilities. It is reasonable to assume there will only be a de minimis reduction in the
agricultural productivity of the lands leased to the wind generation developments, and
certainly the additional revenue associated with the wind generation developments will
substantially increase the economic productivity of the land resources from its current
opportunities.
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Property Tax Issues — Industrial Revenue Bonds (“IRB”) are being or will be negotiated
for the Corona Wind Projects in New Mexico. The total amount is unknown at this time, but
can be expected to exceed $2 billion. The specifics of the Property Tax benefits flow from
the statutory provisions relating to IRBs. 3" The specific benefit is to treat the tangible property
acquired with the proceeds of the bonds as non-taxable property assets. Without further
belaboring the discussion, it is enough to say the tangible property assets of the Corona
Wind Projects that are purchased with the IRBs are exempted from property tax liability for
the thirty-year life of the bonds.

The Study Area property tax rates and revenues have been previously discussed, and
details of these property tax rates and revenues are provided in the Economic and
Demographic Profiles, above.

The only specific property tax impact of the development of the Corona Wind Projects * will
be to provide additional income that potentially supports additional tangible property
investments that could raise the total assessed property value over time, and thereby
indirectly increase property tax revenues. However, the direct effect of the IRBs is to keep
much of the tangible property values associated with the capital project worth approximately
$2.4 billion from being subject to property tax liability during the term of the revenue bonds.
This can be considered to be a fiscal opportunity cost associated with the wind generation
development.

However, the developers have recognized these impacts, and will be entering into
agreements (or have offered proposals) to provide annual payments in lieu of taxes
(“PILOT”) agreements with the relevant local governments and school districts currently
anticipated to amount to about $3.5 million per year for thirty years. The PILOT payments
may be thought to reduce or eliminate the fiscal impacts of the property tax “opportunity
costs” that result from the issuance of IRBs for the Corona Wind Projects.

Indirect and Induced Impacts: Economic Multipliers — When economists discuss
the benefits of the expansion of an economic activity, they also recognize that direct
economic benefits create an indirect benefit associated with the additional economic activity
from industries buying from other local business sectors. For example, the direct
construction activities associated with the Projects will result in additional lodging and
hospitality revenues for the local businesses hosting the out-of-area workers, and other
indirect retail trade purchases as a result of increased disposable income in the economy.

37 Section 7-36-3 NMSA 1978. Note that the foregone property tax revenues associated with the IRB financing
vehicle is significantly less than the approximately $2 billion of assets financed, and these are all new property
asset values developed by the Corona Wind Projects’ investments. The specific impact, however, is dependent
on the specific location of the property and cannot by readily assessed in the context of the Corona Wind
Projects’ facilities at this time, and are in part offset by PILOT payments.

38|t is anticipated that nearly all capital costs related to tangible property will be IRB financed, although some
limited project facilities may be subject to property tax.
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These are referred to as indirect impacts, or Type | economic multipliers. A further extension
of the economic multiplier analysis takes into account the increased economic activities on
the social “institutions” (i.e., households; state and local government; Federal government;
and capital) that first obtain direct and indirect benefits, and then recognize that every dollar
collected locally by that institution will be re-spent for that local institution’s operations.
Including the induced effects in the economic multiplier analysis provides a “Type SAM”
(Social Account Matrix) multiplier.

Regional economic impact analyses have for decades relied on input-output summaries of
economic activities, with most of these modeling efforts providing adaptations of national
business sector outputs and inter-sector transactions to characterize the interaction of
economic agents. The national models are then regionalized based on a variety of analytical
methods. Both the US Department of Commerce® and private firms provide information as
to the economic multipliers for specific states or local regions. With respect to a state with
an economic “footprint” as small as New Mexico, the statewide economic multipliers are
generally a more accurate depiction of the indirect and induced economic impacts from new
economic activities.

For the purposes of this analysis there is reliance on IMPLAN Group model,*° a commonly
utilized model, and on economic multipliers from a 2015 version of this model for New
Mexico. Specific multipliers used depend on the character of the activity being performed.
During the Development Period, it is appropriate to utilize a set of multipliers for the sector
defined as “construction of other new nonresidential structures”, which provides a Type |
(indirect) multiplier of 1.286478, and a Type SAM (indirect & induced) multiplier of 1.598957 .

During the Operational Periods of the Projects, it is appropriate to use multipliers for the
“Electric Power Generation - Wind” sector, with a Type | multiplier of 1.210142 and a Type
Sam multiplier of 1.305250.

Landowner payments pose a unique problem in the context of economic multiplier analysis.
The payments to be received by the landowners are in addition to the normal income
obtained from their agricultural operations. It is appropriate to presume that these
landowners will continue their primary agriculturally-related employment, and to a certain
extent, the payments obtained are simply an additional return to the land. As such, the most
meaningful economic multiplier relates to the “cattle ranching and farming” sectors of the
economy. A summary of relevant multipliers are provided in Table 12.

39 US Department of Commerce, Bureau of Economic Analysis, Regional Input-Output Modeling System (RIMS
Il) [see https://lwww.bea.gov/regional/rims/index.cfm].
40 Formerly MIG, Inc., since 2013 doing business as IMPLAN Group LLC [http://www.implan.com/].
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Table 12: New Mexico Economic Multipliers

Economic Multipliers for Analysis of Corona Wind Farm Projects Impacts
Indirect Indirect &
. Induced
Sector Description Impacts
(Type I) Impacts
yp (Type SAM)
Construction of other new nonresidential structures 1.286478 1.598957
Construction of new power and communication structures 1.180549 1.461355
Electric power generation, transmission, and distribution 1.167653 1.254574
Maintenance and repair construction of nonresidential structures 1.335974 1.634624
Grain farming 1.504777 1.696640
Cattle ranching and farming (Beef cattle) 1.708563 2.030960
Electric power generation - Wind 1.210142 1.305250

Table 13 summarizes the economic impacts, including the Type | (direct & indirect) and Type
SAM (direct, indirect & induced) economic multiplier impacts of the Corona Projects.

For purposes of this impact analysis, it is anticipated that the Development Period is likely
to be completed in 2020, and that the Operational Period will commence in 2020 and
continue for approximately thirty years.

Table 13: Summary Economic Impacts

Summary of Economic Impacts ($millions)
Direct Impact _Direct & Direct, Indirect
Indirect Impact & Induced
Development Period Impacts

Local Construction Contracts $116.3 $149.6 $186.0
Land Owner Benefits $12.5 $21.4 $25.4
Total Annual Development Period Impacts $128.8 $171.0 $211.3

Operational Period Impacts (Annual Average)
Operational Costs $68.8 $83.2 $89.7
Land Owner Benefits $13.9 $23.8 $28.3
Total Annual Operational Period $82.7 $107.0 $118.0

Summary of Fiscal Impacts — There are basically three programs in which fiscal
impacts occur. Income Tax (both Personal and Corporate) will accrue to the state based on
additional wage, salary and income earnings, and GRT will accrue associated with taxable
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gross receipts relating to the generation Projects’ economic activities. Property Tax is the
third fiscal impact, and has previously been discussed.

New Mexico GRT is subject to numerous exemptions and deductions, and certain costs
incurred with respect to the generation facilities’ acquisition may not be taxable as a result
of the IRB financing. As a result, Pattern Development prepared an estimate of the GRT
obligations it believes are applicable to the construction activities (Table 14).

Table 14: Estimated GRT Liability

TOTAL Estimated Project Costs $2,383.1
Total Estimated NM GRT $22.4

Based on prior experience in developing large scale wind developments, there is anticipated
to be a GRT liability of $22.4 million in the construction-related activities. It is noteworthy that
a portion of the GRT will flow back to the county and municipal governments, but it is
extremely difficult (based on the information available at this time) to allocate these GRT
revenues to any of the affected communities as the tax liability relates to the specific location
of the taxable transactions.

It should also be noted that although there are significant transmission costs, relationship to
SunZia’s transmission of the electricity generated by the Corona Wind Projects, there are no
GRT implications for those transmission activities. In particular, the statute provides that:

Receipts from transporting. . . property from one point to another in this state
may be deducted from gross receipts when such. . . property, including any
special or extra service reasonably necessary in connection therewith, is being
transported in interstate. . . under a single contract. [§7-9-56 (A) NMSA 1978]

Thus, the long-term direct sale PPAs that Pattern Development will execute with utilities in
California and other western states utilities are a single contract transaction of property (i.e.,
electricity) in interstate commerce that is not subject to GRT.

It is useful to understand the specific economic benefit obtained by the county and local
municipal entities from the distribution of GRT revenues. In the case of construction services,
which will form the bulk of development phase taxable activities, the location of the actual
activity will determine the location of the tax revenue. The location of the activity will also
determine the GRT rate that is applied to the activity and how that revenue is distributed. A
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brief discussion of the structure of the GRT in New Mexico will provide a better
understanding of how local governments stand to benefit from the Corona Wind Projects.

Each local government is allowed to enact a certain amount of local GRT increments. The
State of New Mexico also imposes a 5.125% GRT rate. The GRT rate in a given location is
the combination of the state, county, and applicable city rates. To add a further complication,
the state shares 1.225% of its 5.125% with municipalities, but not with counties. Table 15
lists the rates imposed in each county and municipality in the Study Area.

All of this is to illustrate how revenues from taxable activities associated with the Corona
Wind Projects will flow to the various government entities. For example, every dollar of GRT
generated in unincorporated Guadalupe County, with a total GRT rate of 6.4375%, will be
shared by the state and Guadalupe County at about $0.20 to the county and $0.80 to the
state. In the City of Santa Rosa, the situation would be slightly different: every dollar of GRT
generated there, at a total rate of 8.0%, would be shared three ways — the state would
receive about $0.49, Guadalupe County would receive about $0.13, and the City of Santa
Rosa about $0.38.
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Table 15: GRT Rates by Location

Local Government GRT Rates*

City Municipal

Total GRT County Imposed Share of Effective

Rate Imposed Rate Rate State GRT State Rate

Guadalupe County 6.4375% 1.3125% 0.0000% 0.0000% 5.1250%
Santa Rosa 8.0000% 1.0625% 1.8125% 1.2250% 3.9000%
Vaughn 8.2500% 1.0625% 2.0625% 1.2250% 3.9000%
Lincoln County 5.5000% 0.3750% 0.0000% 0.0000% 5.1250%
Ruidoso 8.4375% 0.2500% 3.0625% 1.2250% 3.9000%
Capitan 6.8125% 0.2500% 1.4375% 1.2250% 3.9000%
Carrizozo 7.0000% 0.2500% 1.6250% 1.2250% 3.9000%
Corona 6.9375% 0.2500% 1.5625% 1.2250% 3.9000%
Ruidoso Downs 7.4375% 0.2500% 2.0625% 1.2250% 3.9000%
Torrance County 6.7500% 1.6250% 0.0000% 0.0000% 5.1250%
Mountainair 7.9375% 1.1250% 1.6875% 1.2250% 3.9000%
Moriarty 7.6875% 1.1250% 1.4375% 1.2250% 3.9000%
Willard 7.5625% 1.1250% 1.3125% 1.2250% 3.9000%
Encino 7.3125% 1.1250% 1.0625% 1.2250% 3.9000%
Estancia 8.1875% 1.1250% 1.9375% 1.2250% 3.9000%

*Gross Receipts Tax Rates in effect as of January 1, 2018.

It would be impossible to predict the amount of actual GRT which will be generated in any
given location. However, based on the structure of the New Mexico GRT, what is clear is
that there will be significant local government revenues generated as a portion of the

estimated $22.4 million in total GRT generated by the Projects.

To get an idea of the magnitude of the local GRT revenue impact that the Corona Wind
Projects will create, in fiscal year 2017 (July of 2016 through June of 2017) there was
approximately $25.6 million in GRT distributions to the counties and municipalities in the
Study Area.*' See Table 16. The majority of GRT revenues are retained by New Mexico
state government, but as described above, a significant percentage is allocated to the
counties and the municipalities.

41 New Mexico Taxation and Revenue Department, “RP500 Report, Fiscal Year 2017.”
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Table 16: FY17 GRT Distributions by Location

GRT Distributions Fiscal Year 2017 ($ Thousands)

Total GRT Percent of Total GRT Percent of Total GRT

Distribution Distributed (by County) Distributed (by Study Area)
Guadalupe County $1,193.6 34.6% 4.7%
Santa Rosa $2,053.3 59.6% 8.0%
Vaughn $198.1 5.7% 0.8%
Lincoln County $1,432.6 8.9% 5.6%
Ruidoso $11,077.8 69.1% 43.3%
Capitan $393.4 2.5% 1.5%
Carrizozo $2934 1.8% 1.1%
Corona $74.6 0.5% 0.3%
Ruidoso Downs $2,759.4 17.2% 10.8%
Torrance County $3,132.7 51.2% 12.2%
Mountainair $255.8 4.2% 1.0%
Moriarty $1,881.2 30.8% 7.4%
Willard $31.4 0.5% 0.1%
Encino $63.0 1.0% 0.2%
Estancia $7525 12.3% 2.9%
Study Area Total $25,592.8

Thus, it can be easily seen that the total $22.4 million in GRT liability associated with the
Corona Wind Projects development will provide significant additional direct contributions to
the government operations in the three-county area during the Development Period.
Discussion of the specific allocation of those tax revenues to the government entities in the
Study Area is not possible with the data available, as the location of the business activities
that produce GRT liabilities is dependent on the specific location of the business entity
engaged in those activities.

The direct fiscal impacts quantified here are tied to the developer’'s (and its contractors’)
specific business activities that are not exempt from GRT pursuant to the financing of the
Corona Wind Projects development through IRBs. Additional fiscal impacts will occur as a
result of the effects of indirect and induced “economic multiplier” impacts; however, these
“multiplier-related” impacts are entirely speculative. That is, there is no ability to identify
where these indirect and induced multiplier impacts will occur, and correspondingly the tax
rates applicable to the additional Taxable Gross Receipts generated by these additional
economic activities. For the impact estimates provided in this Report they are noted and
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summarily ignored, with the additional note that this approach provides a conservative
assumption related to fiscal impacts.

Similarly, New Mexico Income Tax liabilities have significant exemptions and deductions that
make estimates of the actual revenues to be collected nearly impossible with the information
available. It is not reasonable to speculate with respect to Income Tax liabilities related to
Project activities (at this time).
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Summary of Economic and Fiscal Impacts &
Conclusion

Development of the Corona Wind Projects and associated Corona Gen-Tie System brings
highly beneficial economic development activities to New Mexico. The addition of
approximately 2,200 MW of renewable energy generation will raise New Mexico into the top
ten renewable energy producing states in the country, knocking on the door of the top five.4?
The capital investment of approximately $2.4 billion by Pattern Development represents a
significant commitment of resources, which is in support of stated goals of the state as
expressed in the 2015 State Energy Plan, as well as the statutory provisions encouraging
renewable energy resource development in New Mexico.

From a broader statewide economic development perspective, development of wind
generation and related infrastructure of the scope contemplated by the Corona Wind
Projects embodies many robust economic opportunities for the state of New Mexico.
Importantly, the Corona Wind Projects will develop new and under-developed economic
resources in the state of New Mexico — wind energy — that will be directly exported from
the state.

This development creates new economic value and opportunity within New Mexico, the
product of which will be exported from the state. This is a highly valuable attribute of the
Projects, as these investments will create the most desirable form of new economic
development in its exportation of environmentally preferred New Mexico energy resources.
In summary, the Corona Wind Projects will provide significant expansion in the New Mexico
economy.

Additionally, once operational, the economic benefits and revenues streams provided by the
Corona Wind Projects will be extremely stable and not be as economically volatile as is
common to most energy resource developments found in the state of New Mexico.

The economic and fiscal impacts of the Corona Wind Projects will make a significant
contribution to the economic base of Guadalupe, Lincoln, and Torrance Counties, with both
short-term development activities, and long-term contributions to the regional economy.
These economic impacts will come in the form of employment, income, construction
activities, and additions to the tax base. The short-term impacts during the Development
Period will flow from an estimated $2.4 billion in capital investment for the Corona Wind
Projects. These developments will occur over approximately 300 thousand acres of three
counties, and will introduce significant economic activities for decades to come.

42 American Wind Energy Association, op. cit.
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The comprehensive impacts of the Corona Wind Projects are summarized in Table 17.
These impacts are calculated over the thirty-year period of the Projects financing, although
there is certainly reason to believe that the impacts will have permanent beneficial
consequences for the New Mexico economy.

Table 17: Local Economic Impacts and Multiplier Effects
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Total Economic $116 94 $195  $430  $1,928 $105 | $2,609  $3,380 $3,751
Impact
%;,/Sf Impacts $116  NA  $129  $221  $988  $54 | $1,395  $1,807 $2,015

*Operations and Maintenance jobs. Does not include construction related employment, but construction-related
employment included in dollar value of construction-related expenditures.

The Corona Wind Projects will produce a direct impact over thirty years of over $2.6 billion.
When taking into consideration indirect and induced impacts, the regional economy can be
expected to realize approximately $3.8 billion in increased economic activities associated
with the Projects’ development.

Viewed from the perspective of a present value return on the economic development
activities, the capital investment in the Corona Wind Projects facilities will generate nearly
$1.4 billion in new direct economic benefits, and with consideration of the indirect and
induced economic impacts these benefits have a present value of $2.0 billion in new
economic activities.

It is important to understand that these economic benefits are earned to the regional
economy — not the developers of the Projects. The developers’ return on investment is
internal to the economics of the Projects operations, while the economic benefits reported
here are external to the Projects’ owners.

The employment impacts are expected to be significant. The Corona Wind Projects will
create an estimated 1,186 FTE during its development, with an estimated 356 of those
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employing local resources providing additional payroll income of approximately $59.9
million.

Of the total capital expenditures during construction of the Corona Wind Projects, it is
estimated that $116 million in contracts will flow to local construction service providers. Once
construction is completed and operations commence, the Corona Wind Projects is expected
to result in the employment of up to 94 full-time personnel with total operating costs of
approximately $83 million per year.

The land lease, easement, and royalty agreements with the private landowners for the
Corona Wind Projects will provide additional income between approximately $12.5 million
during the Development Period, and $13.9 million per year on average during the
Operational Period.

Gross Receipts Tax revenues will be increased as a result of the construction Projects by
$22.4 million for the construction of the Corona Wind Projects. Fiscal impacts associated
with payments in lieu of property taxes will be made by the developers to several municipal
and school district beneficiaries in an average amount of $3.5 million annually.

In sum, the direct local economic impacts of the Corona Wind Projects during the
Development Period are anticipated to be approximately $129 million, with direct, indirect
and induced (multiplier) impacts suggesting a total impact of $211 million from the
development of the Projects. Once operational, the Corona Wind Projects should generate
an annual direct economic impact of approximately $83 million, and when economic
multipliers are considered, the annual impact from the Corona Wind Projects operation can
be estimated to be approximately $118 million.
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Study Area County Profiles

GUADALUPE COUNTY, NM - ECONOMIC AND DEMOGRAPHIC
PROFILE

Guadalupe County, named after Our Lady of Guadalupe, is the
fifth least-populous county in New Mexico. The county is located
in east-central New Mexico and encompasses 3,032 square
miles with a population density of 1.4 people per square mile.
The City of Santa Rosa is the county seat and makes up over
half of the county’s total population. Other significant
communities within the county include Vaughn and Anton Chico.
A current demographic profile is provided in Table 18.

Table 18: Guadalupe County Population and Employment

Guadalupe County Population and Employment
(w/ Selected Comparisons to New Mexico) 43

2016 Population est. 2010 — 2016 Population Growth Rate
4,376 (0.21% of NM population) -6.64% per annum
2010 & 2014 Population by City/Village
2010 2016 (est.) 2010 2016 (est.)
Santa Rosa 2848 2680

Vaughn 446 412 Anton Chico 188 N/A
2016 Labor Force and Employment Data — Guadalupe County

Labor Force Employment Unemployment NM Unemployment

1,648 1,541 6.5% 6.2%

As is true of the rest of the Study Area, Guadalupe County’s population is generally older

than that of New Mexico as a whole (Figure 11).

43 Based on 2014 US Census and 2016 US Dept. of Labor, Bureau of Statistics data.
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Figure 11: Guadalupe County Age Distribution by Cohort

100%
80%
60%
40%
20%

0%

Agriculture is a significant economic sector which is dominated by cow/calf ranching

Percentage of Population by Age
New Mexico/Guadalupe County Comparison

50 to 64 years old,
19.70%
35 to 49 years old,

50 to 64 years old,
17.80%

35 to 49 years old,

19.50%

17.90%

Less than 20
years old, 27.10%

Less than 20
years old, 22.10%

New Mexico Guadalupe County

activities. An agricultural profile is provided in Table 19.

Table 19: Guadalupe County Agricultural Profile

2012 and 2007 Farm Demographics

2012 2007 2012 2007
Number of Farms Average Farm Size (acres)
372 258 4,417 5,446
2012 Market Value of Agricultural Products Sold (millions)
Crops Livestock and Poultry Total
$0.38 $17.33
$17.71
2.1% 97.9%

2012 Value of Sales by Commodity Group (millions)

Vegetables and Other Crops

Cattle and Calves

Other Livestock and Poultry

$0.38

$16.35

$0.98

The US Bureau of Labor Statistics 2016 total wages and salaries report for covered
employment 4 in Guadalupe County provides an estimated average annual pay of $29,422
per employee. The New Mexico statewide average compensation is $42,599 per year,
reflecting that reported wages and salaries in Guadalupe County are approximately 69% of
the state average (Figure 12).

44 Non-farm wage and salary employment not covered by unemployment insurance.
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Figure 12: Guadalupe County Average Annual Compensation
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Table 20: Guadalupe County Employment and Wages

Additionally, the US Census Bureau
estimates a per capita income of $16,820
for Guadalupe County, as compared with
$24,012 for the state of New Mexico, #°
substantially  consistent  with  the
County’s disparity in statewide wage and
salary income levels.

Guadalupe County Employment and Wages by Major Industry

Sector Average Establishments Annual Average Annual
Employment Wages Per
Employee
% of % of
Count Establishments Count Employment
Accommodation and
food services 24 15% 432 38% $14,905
(NAICS 72)
Health care and
social assistance 21 13% 290 26% $23,819
(NAICS 62)
Construction
32 19% 162 14% $50,909
(NAICS 23)
Other services,
i
except public 22 13% 118 10% $33,500
administration
(NAICS 81)

According to Bureau of Labor Statistics annual data, there were an average of 164
establishments providing employment in Guadalupe County in 2016, with 113 (68.9%) of

those private firms.

45 US Census Bureau, American Community Survey 2015.
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Figure 13: Percentage of Revenue by Source, Guadalupe County
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A significant component of Guadalupe County revenues are derived from Property Tax
receipts (Figure 13). With regard to property taxes, the Guadalupe County 2017 millage rates
are established by various authorities (i.e. County, Municipal, and School District) to meet
specified revenue goals. Total county operations and debt service property tax obligations
totaled over $1.7 million in Guadalupe County for 2017. The total assessed property tax in
Guadalupe County makes up 12% of the total Study Area property tax collections and its net
taxable value is just 0.3% of the state wide net taxable value.

County operations and debt service represent 41% of property tax collected in the county.
Other recipients of property tax revenue in Guadalupe County are school districts (25% of
total), the state (5%), and municipalities (7%). Guadalupe Hospital (15%) and Luna
Community College (7%) also benefit from property tax revenues in Guadalupe County.

The economic sector reporting the highest levels of GRT is (by far) the Administrative and
Support and Waste Management and Remediation Services sector, with GRT revenues
from the sales in this sector constituting 41% of the total GRT, followed by Retail Trade and
Construction with 15% and 14%, respectively (Figure 14). Guadalupe had over $13.6 million
in GRT, providing 1% of the total GRT collections in the Study Area. 4

The dominance of GRT collection by Administrative and Support and Waste Management
and Remediation Services sector in Guadalupe County is due to the presence of the
Guadalupe County Correctional Facility. The facility houses 600 medium security state
prisoners in a 191,400 square foot private prison on a 440-acre site.

46 New Mexico Taxation and Revenue Department RP80 Report.
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Figure 14: Guadalupe County GRT by Sector
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LINCOLN COUNTY, NM - ECONOMIC AND DEMOGRAPHIC
PROFILE

Lincoln County was named in honor of President Abraham
Lincoln and, in 1878, was the setting for the Lincoln County War,
involving such infamous outlaws as Billy the Kid. The county, in
the south central part of New Mexico, encompasses a total area
of 4,831 square miles with a population density of 3.4 people per
square mile.

Lincoln County has a diverse geography. The northeastern portion of the county, near the
Projects’ namesake of Corona, lies on the western edge of the Great Plains. In southern
Lincoln County, the mountain resort town of Ruidoso and surrounding area provide for a
variety of recreational activities, including skiing at the Mescalero Apache-owned Ski Apache
Resort, and Quarter Horse Racing at Ruidoso Downs. The All American Futurity race at
Ruidoso Downs is the final leg of the Triple Crown of American Quarter Horse Racing.

The Town of Carrizozo is the county seat. Other significant communities within the county
include Ruidoso, Capitan, and Corona, but Ruidoso is by far the most populated community
in the county. A current demographic profile is provided in Table 21.

Table 21: Lincoln County Population and Employment

Lincoln County Population and Employment
(w/ Selected Comparisons to New Mexico) 47

2010 — 2016 Population Growth Rate

-5.21% per annum

2016 Population est.
16,622 (0.80% of NM population)

2010 & 2014 Population by City/Village

2010 2016 (est.) 2010 2016 (est.)
Carrizozo 996 938 Capitan 1,489 1,388
Ruidoso 8,029 7,770 Corona 172 162
2016 Labor Force and Employment Data — Lincoln County
LaborForce Employment Unemployment NM Unemployment
8,450 7,939 6.0% 6.2%

From Figure 15, it can be seen that Lincoln County has a significantly higher concentration
of its population in the age cohorts over 50 years of age than New Mexico as a whole.

47 Based on 2014 US Census and 2016 US Dept. of Labor, Bureau of Statistics data.
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Figure 15: Lincoln County Age Distribution by Cohort
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Agriculture is a significant economic sector which is dominated by ranching activities. An
agricultural profile is provided in Table 22.
Table 22: Lincoln County Agricultural Profile

2012 and 2007 Farm Demographics

2012 | 2007 Average Farm Size 2012 2007
Number of Farms
362 361 (acres) 4,291 4,849
2012 Market Value of Agricultural Products Sold (millions)
Crops Livestock and Poultry Total
$0.54 $16.33
$16.87
3.2% 96.8%

2012 Value of Sales by Commodity Group (millions)

Other Livestock and
Poultry

$0.54 $14.62 $1.71

All Crops Cattle and Calves

The US Bureau of Labor Statistics 2016 total wages and salaries report for covered
employment in Lincoln County provides an estimated average annual compensation of
$30,125 per employee. The New Mexico statewide average compensation is $42,599 per
year, reflecting that reported wages and salaries in Lincoln County are approximately 71%
of the state average.
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Table 23: Lincoln County Employment and Wages by Sector

Lincoln County Employment and Wages by Major Industry

Annual Wages
Sector Average Establishments Annual Average Employment Per Employee
Count % of Establishments Count % of Employment

NAICS 72
Accommodation and 95 12% 1345 24% $15,965
food services
NAICS 44-45 Retail
trade 129 16% 1195 22% $24,854
NAICS 62 Health care 78 10% 665 12% $49,463
and social assistance
NAICS 71 Arts,
entertainment, and 30 4% 556 10% $22,449
recreation
NAICS 92 Public 42 5% 442 8% $47,066
administration
NAICS 23 Construction 106 13% 340 6% $30,306
NAICS 81 Other
services, exceptpublic 51 6% 197 4% $23,787
administration

The US Census Bureau estimates a per capita income of $25,756 for Lincoln County, as
compared with $24,012 for the state of New Mexico. *® Note that the high per capita income,
relative to the Average Annual Wage and Salary Compensation and statewide average for
both income measures — combined with the previously noted generally older population —
suggests that significant levels of passive income (i.e., investment income) is likely earned

by Lincoln County residents.

Property taxes provide Lincoln County with its largest source of revenue (Figure 16), with
more than half of the county revenue contributed from that source. Gross Receipts Taxes
are a relatively minor component of County revenues, but the development of the Corona
Wind Project will contribute to both County and incorporated municipalities’ GRT revenues.

48 US Census Bureau, American Community Survey 2015.
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Figure 16: Percent of Revenue by Source, Lincoln County FY16
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With regard to property taxes, the Lincoln County 2017 millage rates are established by
various authorities (i.e. County, Municipal, and School District) to meet specified revenue
goals. Total county operations and debt service property tax obligations totaled over $7.7
million in Lincoln County for 2017. The total assessed property tax in Lincoln County makes
up 53% of the total Study Area property tax collections and its net taxable value is just 2.2%
of the state wide net taxable value.

County operations and debt service represent 26% of property tax collected in the county.
Lincoln also has a special mill levy that goes to county government for about 11% of total
obligations. Other recipients of property tax revenue in Lincoln County are school districts
(28% of total), the state (6%), and municipalities (13%). Lincoln Community Medical Center
(8%), Rural Clinics (3%), and ENMU Ruidoso Instructional Center (4%) also benefit from
property tax in Lincoln County.
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Figure 17: Lincoln County Average Annual Compensation

Lincoln County Average Annual

$50,000
$40,000
$30,000
$20,000
$10,000

$0

As shown in Figure 18, the largest
sector in terms of GRT is Retail Trade,
with revenues from the sales in these

Compensation sectors constituting 31% of the total
$42,599 GRT followed by Accommodation and
$30,125 Food Services with 15%. Lincoln

County had over $36.6 million in GRT,
providing, 50.4% of the total GRT
collections in the Study Area.*® The
combination of a strong retail presence

Lincoln County New Mexico and a relatively large Accommodation
and Food Services sector is a reflection
of the resort nature of the Ruidoso area
in particular.

Figure 18: Lincoln County GRT by Sector
FY17 Lincoln County GRT by Sector

Other (Combined), Retail (NAICS 44-

26% 45), 31%

Other Services|y

(NAICS 81), 6%}

Information
(NAICS 51), 6%

Construction
- (NAICS 23), 13%

49 New Mexico Taxation and Revenue Department RP80 Report.
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TORRANCE COUNTY, NM - ECONOMIC AND DEMOGRAPHIC
PROFILE

Torrance County has the 11" highest agricultural output in New
Mexico. The county is located in the center of New Mexico atop
the rolling grasslands and encompasses a total area of 3,346
square miles with a population density of 4.6 people per square
mile, the most densely populated of the Study Area Counties.
The county primarily produces pinto beans, corn, alfalfa, and
pumpkins in its large agricultural sector and sits at an elevation

above 6,000 feet. The Town of Estancia is the county seat. Other significant communities
within the county include Mountainair and Moriarty, which is the counties most populated

town. A current demographic profile is provided in Table 24.

Table 24: Torrance County Population and Employment

Torrance County Population and Employment
(w/ Selected Comparisons to New Mexico) 5°

2016 Population est. 2010 — 2016 Population Growth Rate
15,302 (0.73% of NM population) -6.60% per annum
2010 & 2014 Population by City/Village
2010 2016 (est.) 2010 2016 (est.)

Estancia 1,655 1,584 Mountainair 928 866

Moriarty 1,910 1,786
2016 Labor Force and Employment Data —Lincoln County

Labor Force Employment Unemployment NM Unemployment
5,494 5,014 8.7% 6.2%

Generally stated, Torrance County has a slightly older population than New Mexico as a

whole, as reflected in Figure 19.

50 Based on 2014 US Census and 2016 US Dept. of Labor, Bureau of Statistics data.
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Figure 19: Torrance County Age Distribution by Cohort

Percentage of Population by Age
New Mexico/Torrance County Comparison
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Agriculture is a significant economic sector and includes extensive fields of dry crops, corn,
and pastureland. An agricultural profile is provided in Table 25.

Table 25: Torrance County Agricultural Profile

2012 and 2007 Farm Demographics

2012 2007 2012 2007
Number of Farms Average Farm Size (acres)
589 561 3,166 3,202
2012 Market Value of Agricultural Products Sold (millions)
Crops Livestock and Poultry Total
$23.34 $35.18
$58.52
39.9% 60.1%

2012 Value of Sales by Commodity Group (millions)

Grains, Dry Beans and Corn Other Crops Cattle and Calves Other Livestock
Peas and Poultry
$9.99 $9.44 $3.89 $25.50 $9.68

The US Bureau of Labor Statistics 2016 total wages and salaries report for covered non-

farm employment in Torrance County provides an estimated average annual compensation
Figure 20: Torrance County Average Annual Compensation ¢ $34,284 per employee. The New

Mexico statewide average compensation is $42,599 per year, reflecting that reported wages
and salaries in Torrance County are approximately 80% of the state average.
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Additionally, the US Census Bureau

Torrance County Average Annual estimates a per capita income of $18,300

Compensation

P for Torrance County, as compared with
$50,000 $42,599 $24.012 for the state of New Mexico, °'
$40,000 $34,284 reflecting a similar relationship to

$30,000 statewide compensation data.

$20,000

$10.000 The 2016 Bureau of Labor Statistics
$0 annual data indicates that there is an
Torrance County New Mexico average of 320 establishments providing

employment in Torrance County, with
255 (79.69%) of those being private firms.

Table 26: Torrance County Private Employment and Wages by Sector

Torrance County Employment and Wages by Major Industry
Sector Average Establishments Annual Average Annual
Employment Wages Per
% of % of Employee
Count Establishments Count Employment
NAICS 44-45 Retail
trade 42 13% 504 30% $24.454
NAICS 62 Health care
and social assistance 43 13% 363 21% $27,614
NAICS 92 Public
administration 31 9% 229 13% $33,273
NAICS 23 Construction 46 14% 164 10% $37,952
NAICS 42 Wholesale
trade 13 4% 157 9% $59,417
NAICS 31-33
Manufacturing 12 4% 90 5% $68,263

With regard to property taxes, the Torrance County 2017 millage rates are established by
various authorities (i.e. County, Municipal, and School District) to meet specified revenue
goals. Total county operations and debt service property tax obligations totaled over $5.1
million in Torrance County for 2017. The total assessed property tax in Torrance County
makes up 35% of the total Study Area property tax collections and its net taxable value is
just 0.7% of the state wide net taxable value.

51 US Census Bureau, American Community Survey 2015.
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County operations and debt service represent 54% of property tax collected in the county.
Other recipients of property tax revenue in Torrance county are school districts (38% of

total), the state (6%), and municipalities (2%).

Figure 21: Percent of Revenue by Source, Torrance County FY16

Percent of Revenue by Source
Torrance County FY16

Charges for Federza!lgorants, Miscellaneous,
Services, 6.1% ) 1.2%
Payment in
Lieu of Taxes,
0, 2
8.0% Property Tax,
State Grants, S 37.2%
20.2%

Figure 22 provides GRT data for FY17. The economic sector reporting the highest levels of
taxable sales is the Construction sector, with revenues from the sales in these sectors
constituting 35% of the total GRT followed by Retail Trade with 19% and Administrative and
Support and Waste Management and Remediation Services with 18%. Torrance had over
$22.3 million in GRT, providing 30.7% of the total GRT collections in the Study Area. °2

52 New Mexico Taxation and Revenue Department RP80 Report.
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Figure 22: Torrance County GRT by Sector

FY17 Torrance County GRT by Sector
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The prominence of the Administrative and Support and Waste Management and
Remediation Services sector in taxable gross receipts terms reflects the presence of the
Torrance County Detention Facility, a large privately run prison facility, and the county’s
largest employer. The detention facility officially closed its doors on October 20, 2017.
Barring a significant development, the closure of the detention center will drastically curtail
employment and other economic activities in Torrance County.
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