County Economic Impacts |AG
February 4, 2004
Alcoa Conference Center
Badin, North Carolina

Final Meeting Summary
Meeting Agenda
See Attachment 1.
M eeting Attendees
See Attachment 2.
Welcome and Introductions

Wendy Bley, Long View Associates, opened the meeting with introductions and areview of the
agenda. She distributed copies of the “ Surrounding Counties Economic Impact Andysis Draft
Study Plan” to those who needed a copy (see Attachment 3). Wendy introduced Katherine
Héller, Research Triangle Institute (RTI), who reviewed the draft study plan and “Phase 2
Activities’ (see Attachment 4).

Katherine explained that the study plan addresses two mainissues: 1) the impact of different
reservoir operations on economic activity in the surrounding five counties and 2) the impact of
reservoir operations on the tax base and property values. Katherine described the technical
gpproach for estimating economic impacts on the surrounding counties' economies. She said that
RTI will firg inventory busnessesin reservoir-related commercid and industria sectors (to be
determined). RTI will use thisinformation to characterize baseline conditions for reservoir-
related businesses. In pardld, RTI will, for each of the aternative operating scenarios, estimate
the impact of the operating scenario on the business sectors. Katherine noted that RTI may then
use the input-output model IMPLAN, to estimate the overall impact of the dternative operating
scenarios on the counties economies (as aresult of the direct impacts to the business sectors).

Larry Jones, High Rock Lake Association, asked Katherine to add a fourth issue to the study
plan, which describes that the economic impact to the surrounding counties economies will be
edimated under severd different dternetive operating scenarios. Katherine agreed to revise the
sudy plan accordingly.

Continuing, Katherine described the technica approach for estimating property vaue impacts.
She said that RT1 had made some progress on collecting necessary parcd level datafor four of
the five surrounding counties. She explained that RTI will have to purchase the parcel datafrom
Montgomery County. Generdly, these data include geographic reference data, structures on the
property, the assessed value of the property, and sde price. She said that RTI is currently
compiling these data into a Sngle database. Sam Leaman, RT, distributed an example of parcel
datafor Stanly County (see Attachment 5).



Katherine said that RT1 will look into the availability of Multiple Listing Service (MLS) datafor
counties bordering the APGI and surrogeate reservoirs. It may be that RTI will not be able to
obtain MLS data for many counties; if not, RTI plansto obtain GIS databases from county
planning departments that have parcd data, including assessed value and other descriptors of
each parcel. She explained that RTI had not chosen surrogate reservoirs that will be used to
quantify the impact of fluctuating water levels. She said that RT1 had looked into using Kerr
Reservoir and Lake Gaston as surrogate reservoirs, but the surrounding counties did not have the
datathat RTI would need to complete the andyss. Katherine said that RTI would continue to
look for surrogate reservoirs. Larry Jones suggested that RTI1 look at the Duke Power lakes, such
asLake Wylie.

In reference to the Stanly County parcel data (Attachment 5) Greg Scarborough,
Rowan/Sdisbury Association of Redltors, asked why the land vaue/acre stopped aslow as
$15,000 and did not go higher. Katherine said that the Stanly County parcel data, as distributed,
was just an example. She sad that RTI has parcel datafor individua parcels, and that vauesin
the highest category ranged up to more than $100,000 per acre. She stated that RTI would select
va ue categoriesto reflect the range of values better in describing the data, but that the analysis
itself would be done based on the individua parce data.

Jean Sink, Concerned Property Owners High Rock Lake, suggested that when RTI compares
High Rock and Narrows reservoirs to other surrogate reservoirs, it should aso discuss the
businesses that do not operate at High Rock Reservoir because of the fluctuating water levels.
Katherine said that it would be hard to demondrate atistically a connection between the
existence of abusiness and the way reservoirs are operated. Greg Scarborough noted that there
is probably some corrdation with sdes revenue. Katherine was uncertain of the availability of
thiskind of data, but agreed to look into it. Randy Benn, Y adkin counsd, said that it would be
difficult to guess which businesses are not operating at High Rock and why. Further, he
explained that the Federd Energy Regulatory Commission (FERC) does not require the licensee
to study the issue. Larry Jones asked if FERC requires a county economic impact study. Randy
answered no. Randy said that Yadkin is required to conduct al “reasonable and necessary”
gudies. Larry said that the IAG asked RTI to compare the economies of the surrounding five
counties to other economies, which surround reservoirs with stable weter levels. Katherine
explained that RTI aims to compare the sales vaues for a single reservoir during times of stable
water levels and variable water levels and to quantify to the impact of weter level fluctuations on
shoreline property vaues. Greg Scarborough suggested that RTI look at reservoirsthet are
operated with stable water levelsto determine the type of businesses that exist there that might
not exist a High Rock because of the fluctuating water levels. Katherine noted that there are
other variables besdes water levels that might affect the type of businesses present, such asthe
proximity to population centers, transportation routes etc.

Jane Peeples, Meeting Director, asked Katherine to clarify how the datawill used and reported.
Katherine said that RTI hopes to develop a measure of water level sability/variability that can
then be linked quantitatively to establish what share of property valuesis attributable to water
levels (e.g. answer the question if High Rock Reservoir was full year round, would that
contribute positively to property vaues).



Larry Jones offered Lake Norman as another potential surrogate reservoir. He said that Lake
Norman, smilar to High Rock Reservair, is close to Charlotte and an interstate.

Continuing, Katherine explained that RTI will combine the results of this study with ERM’s
Recresation Economic Impact Study to provide a complete characterization of the impacts of
dternative water level scenarios on the county economies. Larry asked that the RTI and ERM
studies be conducted independent of one another. Katherine explained that the aternative water
level scenarios evauated in both sudies will be the same. She said that it would be necessary to
use the results from both studies to characterize the impacts of adternative operating scenarios on
the economies. She noted that part of the economic impact will be on recreation spending, which
ERM is studying. Larry said that the RT1 study is much bigger than recrestiona spending, which
is very minute in the broader context.

Next, Katherine reviewed the “Phase 2 Activities’ (see Attachment 4). She noted that the first
two tasks, data collection and modd preparation, would be completed smultaneoudy. She said
that RTI expected these two tasks would be completed in April. She said that RTI would then use
the modds to anayze impacts during the May through July time period. Katherine said that RTI
anticipates a draft study report would be available by the end of September 2004. When asked
about the use of models, Katherine explained that RTI may use IMPLAN if the direct impact of
the water level scenario on the business sectorsis substantial.

Greg Scarborough asked about the methodology for collecting information on reservoir-related
businesses. Sam Leaman said that he would be contacting the local Chambers of Commerce and
those businessesincluded in the High Rock Business Owners Group. He said that RTI aimsto
compile an exhaudtive ligt of locd businesses, which it will then use to contact a representative
sample of the businesses. Greg asked how RTI would determine a “representative sample’.
Katherine said that RT1 could possibly use arandom sampling method within the SIC codes.

Steve Reed, NC Division of Water Resources, noted that the County Economic Impacts IAG
would need to coordinate with the Recreation, Aesthetics, and Shoreline Management IAG to
identify severd aternative reservoir operating scenarios, which would be needed by May (based
on RTI’ s proposed schedued). He suggested that the County Economic Impacts IAG meet in
May, when the Recregation, Aesthetics, and Shoreline Management |AG plansto meet to Sart
these discussions. Wendy Bley agreed and suggested that since it may be early to focus on
specific operaing scenarios, that the dternative scenarios identified for use in the economics
evauations may have to be designed to bracket the range of aternative operating scenarios.

Monty Crump, Y adkin Pee-Dee Relicensng Caodition, submitted a copy of “An Economic
Evauation of Y adkin Hydrodlectric Project and Y adkin Pee-Dee Hydroelectric Project” for the
relicensing record (see Attachment 6).> He asked that the report also be made available to the

1y adkin appreciates the effort put into the Y adkin Pee-Dee Relicensing Coalition’ s economic eval uation, and will
include the study in the official relicensing record that will be submitted to FERC. Y adkin notes, however, that it has
comments about several of the assumptions that underlie the analyses presented in the report. Most significantly,

Y adkin does not receive a“ capacity credit” for its energy (the author states that the South Atlantic Region does not
yet have amarket exchange for capacity. The study uses PIM (Pennsylvania— New Jersey — Maryland) regional
datato establish a“market value” for capacity for Yadkin). A capacity credit isincluded in all six cases evaluated.
Therefore, the valuations presented in the Summary of Economic Evaluation Table overstate the actual value of



IAG. He said the report summarizes the net revenues and net present values of the two projects.
He commented that the value of the actual resource is often overlooked. He said that thereisa
transfer of weslth out of the region and that there should be some consideration given to what the
companies can give back over the next 50 years.

In summary, Wendy Bley suggested that the IAG take another couple of weeks to review and
comment on the draft study plan. Any comments on the draft study plan should be sent to RTI.
She sad that RTI would then findize the sudy plan. Wendy said that if a discussion of

aternative operating scenarios is added to the May 5, 2004 Recresation, Aesthetics, and Shoreline
Management |AG meseting agenda, the County Economic Impacts |AG would be notified. Larry
Jones suggested that the May meeting would aso be a good opportunity to get an update from
RTI.

The meeting adjourned at about 2:00 p.m.

energy. Also, the value devel oped in the study using available FERC Form 1 data substantially understates Y adkin’s
actual operating costs. This underestimate of the actual operating costs resultsin an additional overestimate of the

net value of the Project energy output.



Attachment 1 —Meeting Agenda
Yadkin Project
(FERC No. 2197)
Communications Enhanced Three-Stage Relicensing Process

County Economic Impacts | ssue Advisory Group Meeting
Wednesday, February 4, 2004
Alcoa Conference Center
Badin, North Carolina

1:00 PM —3:00 PM

Preliminary Agenda

1 Introductions, Review Agenda
2. Review and Discuss County Economics Draft Study Plan
3. Review Schedule and Plans for County Economics Study

4. Schedule and Agendafor Next IAG Meeting



Attachment 2 — M eeting Attendees

Name Organization
Brad Knidey Long View Associates
Donna Davis Stanly County
GeneHllis APGI, Yadkin Divison
Greg Scarborough Rowan/Sdlisbury Association of Redtors
Jane Peeples Mesting Director
Jean Sink Concerned Property Owners High Rock Lake
Jody Cason Long View Associates
Katherine Heller RTI
Larry Jones High Rock Lake Association
Matt Brinkley Town of Badin
Monty Crump Y adkin Pee Dee Rdicensng Codition
Randy Benn Y adkin counsdl
Sam Leaman RTI
Scott Leonard Davidson County
Steve Reed NC Divison of Water Resources
Sue Hennessy Y adkin Pee Dee Lakes Project

Wendy Bley

Long View Associates




