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Executive Summary

SB Friedman Development Advisors (“SB Friedman”) was engaged by the City of Kenosha (the “City”) to
conduct an Economic Impact Assessment for a proposed Meijer development in the city. The proposed
development requires a Conditional Use Permit, and the City’s Zoning Ordinance requires an Economic
Impact Assessment (EIA) that weighs the positive and negative impacts of a proposed development, as
one of the conditions for approval of such a permit.

Proposed Development

Meijer proposes to open an approximately 191,000-square-foot supercenter offering grocery, general
merchandise and pharmacy goods at the southeast corner of 76" Street and Green Bay Road. A
proposed fuel station and accompanying convenience store of approximately 2,400 square feet will also
be located on the 24-acre site.

Scope of Economic Impact Assessment (EIA)

The City’s Zoning Ordinance requires that EIAs weigh the positive and negative impacts of proposed
developments, considering a number of specific factors, including job retention and creation, tax base,
property values, and public costs and improvements. This EIA addresses the following types of impacts
expected from the proposed Meijer:

e Direct impacts:
0 Job creation, including quantity and quality of jobs created
0 Tax base
O Property values

e Indirect impacts on existing businesses in the City

Other required elements of the EIA are not covered in this study, per mutual agreement with the City,
but will be addressed separately in the Conditional Use Permit review process. These include:

e Public costs and improvements
e Environmental impacts

e Utilities

e Traffic and public safety

The projected impact of the Meijer development is summarized on the following pages, and described in
detail in the full text of the report.

Direct Impacts

Direct impacts are impacts that occur on the development site as a direct result of the development,
and include property value and tax impacts, and job creation. The expected property value and property
tax revenue impacts, and the number and quality of jobs expected to result from the proposed
development are summarized, as follows.
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City of Kenosha Economic Impact Assessment of Proposed Meijer Store

PROPERTY VALUE AND PROPERTY TAXES

The proposed supercenter and gas station will be developed on eight parcels which contain vacant land
and four single-family residences. Based on current site plans provided by Meijer, it appears the
supercenter building will be constructed on six of the parcels, which are predominantly vacant, and the
gas station will be constructed on two parcels that contain single-family homes.

e The Meijer supercenter store is expected to have a stabilized assessed value (AV) of $15.63
million, a net increase of $15.24 million from the current assessed value of the six relevant
parcels.’ At the 2012 tax rate, approximately $455,000 in annual property taxes would be
produced at stabilization, an increase of $442,000 from the current use. Approximately 39
percent of total property tax revenue collected goes to the City, resulting in a projected net
annual property tax increase to the City of $172,000.

e The Meijer gas station is expected to have an AV of approximately $1.50 million at stabilization,
an increase of $1.15 million from the current AV of the two relevant parcels. Annual property
tax revenue produced from the gas station is expected to be $44,000 at stabilization, an
increase of $34,000 from the current property tax amount. The City would receive
approximately $13,000 in additional property taxes annually from the gas station.

e Together, the total Meijer development is expected to increase the property tax base by $16.39
million in assessed value. At the current tax rate, this AV would produce a total net increase in
property taxes of $476,000 annually, $186,000 of which would go directly to the City of
Kenosha.?

JOB CREATION AND WAGES

e Based on estimates of the total number of jobs for an average Meijer store, the proposed Meijer
is expected to produce between 200 and 250 new jobs.

e An estimated 50 percent of positions at the proposed store will be full-time and 50 percent part-
time, although the proportion will vary based on available employees and their preferences.
This proportion of full-time to part-time employees is higher than that of existing local retailers
interviewed as part of this study. All seven competitive stores interviewed have a higher
proportion of part-time staff than Meijer (ranging from 55 to 83 percent of total staff).

e Meijer did not provide average wage information for the proposed store. However, the
company specified that they offer competitive wages in each market they enter, in order to
attract and retain quality employees. The average wage provided by the seven retailers
interviewed ranges from $12.00 to $15.50 per hour for full-time employees and $8.00 to $15.50
for part-time workers.

'The majority of the land area is currently vacant. Existing AV for one parcel is based on a percentage of this parcel
expected to be included in Meijer site, based on currently available plans.
’ Net annual property tax resulting from supercenter and gas station do not sum to overall impact due to rounding.
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City of Kenosha Economic Impact Assessment of Proposed Meijer Store

o The benefits offered by Meijer appear to be comparable to those offered by local retailers,
although specific information on benefit eligibility and value of benefits was not provided by
Meijer.

INDIRECT IMPACTS

In addition to direct impacts occurring at the site, the development of the new Meijer store in Kenosha
may have indirect spillover impacts on the sales and viability of existing retailers, local retail wages and
employment. These impacts are summarized below.

IMPACT ON SALES OF LOCAL STORES

In order to assess the effects of the proposed Meijer store on existing local retailers that sell similar
goods as Meijer, a quantitative gravity modeling analysis was conducted. Gravity modeling analysis
synthesizes the competitive supply of retail in a market area with consumer demographics and retail
spending potential to determine the estimated sales of a new store. The projected sales potential of the
new store can then be used to determine changes in market share and to assess the effects of the new
retailer on the sales of existing stores. The results of the impact analysis on the annual sales of a sample
of local stores, likely to compete with Meijer, are shown in Table 1 and discussed below.

The gravity modeling analysis shows that the introduction of the proposed Meijer store will have
substantial impacts on sales of existing stores. Impacts were projected for ten local grocery stores and
three general merchandise retailers. Results are as follows:

e The proposed Meijer is projected to reduce sales among these retailers by $35.1 million
annually.’

e The Meijer is projected to result in an average annual sales reduction of $2.7 million, or 12
percent, for the 13 stores analyzed.

e Individual impacts range from 7 percent to 22 percent of sales, depending on the distance to the
Meijer site, distance to consumers within the market area, and current sales performance.

INTERVIEWS WITH LOCAL STORE MANAGERS

SB Friedman attempted to interview the 13 local retailers included in the gravity modeling analysis to
gauge expected impacts resulting from the Meijer and collect data on employment and sales. Seven
store managers were ultimately interviewed, representing a small sample of local retailers.

e Close to half of local Kenosha retailers interviewed suggested that the local market is currently
saturated with retail competition and the demand for additional retail, particularly grocery, may
not exist. The majority of local retailers interviewed reported that a new Meijer store will have a
negative impact on store sales volume.

e Four out of seven store managers expect store sales to be impacted by 25 to 30 percent, higher
than the gravity model indicates. The store managers expecting high impacts represent grocery

* Total sales reduction accounts for three retailers’ sales reduction numbers that were withheld for confidentiality.
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retailers, and one grocery store manager stated that a 30 percent decline in sales could
potentially cause their store to close.

e Store managers expecting relatively minimal impacts (neutral to 5 percent- slightly lower than
the gravity model indicates) represent general merchandise retailers.

Five of the seven interviewees expected employment in their stores to decline as a result of a reduction
in sales caused by Meijer entering the market. Local retailers reported that employees at their stores
would likely have hours cut and/or face layoffs, depending on the level of sales decline.

Table 1: Projected Sales Impacts from Proposed Meijer

Drive Distance Estimated Impact of Meijer

Selected Existing Grocery and from Proposed Average Sales Estimated Sales % Reduction from
General Merchandise Stores Meijer (mi.) Volume [1] Reductions Estimated Sales
Kohl's 0.9 $16,680,000 $3,690,000 229%
Kmart 2.8 $11,930,000 $2,210,000 19%

Pick n Save 75th 0.7 [2] [2] 18%
Sears 1.6 $25,260,000 $4,210,000 17%
Piggly Wiggly Pershing/76th 1.5 $16,060,000 $2,510,000 16%
SuperValu 2.4 [2] [2] 13%
Piggly Wiggly 80th 3.2 $7,960,000 $970,000 12%

Pick n Save 63rd 3.2 $21,920,000 $2,530,000 12%

GFS 0.4 $5,690,000 $570,000 10%

Save A Lot 2.7 $10,310,000 $970,000 9%

Aldi 0.2 $1,240,000 $90,000 7%
Kenosha Fresh Market [3] 3.1 $7,410,000 $550,000 7%
Woodman's 33 [2] [2] 7%
Average 2.0 [2] $2,700,000 12%

Source: ESRI Business Analyst, SEC Filings, InfoUSA, Interviews with store managers, SB Friedman
[1] Estimated based on SEC Filings for publicly-traded companies and InfoUSA data. Estimated sales volume shown for Sears

was calculated in baseline model run.

[2] Sales volume withheld to protect confidentiality of adjusted sales provided by store.
[3] This store appears to be permanently closed. However, a local grocery store is expected to occupy the newly vacant space.
The model assumes the new store will have a sales volume similar to the Kenosha Fresh Market.

SB FRIEDMAN | DEVELOPMENT ADVISORS
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Introduction and Purpose

SB Friedman Development Advisors (“SB Friedman”) was engaged in February 2013 by the City of
Kenosha (the “City”) to conduct an Economic Impact Assessment for a proposed Meijer development in
the city. The proposed development requires a Conditional Use Permit, and the City’s Zoning Ordinance
requires an Economic Impact Assessment (EIA) that weighs the positive and negative impacts of a
proposed development, as one of the conditions for approval of such a permit.

Proposed Development

Meijer proposes to open an approximately 191,000-square-foot supercenter offering grocery, general
merchandise and pharmacy goods at the southeast corner of 76" Street and Green Bay Road. A
proposed fuel station and accompanying convenience store of approximately 2,400 square feet will also
be located on the 24-acre site.

Scope of Economic Impact Assessment (EIA)

The City’s Zoning Ordinance requires that EIAs weigh the positive and negative impacts of proposed
developments, considering a number of specific factors, including job retention and creation, tax base,
property values, and public costs and improvements. This EIA addresses the proposed Meijer store’s
expected impacts on:

e Job creation, including quantity and quality of jobs created
e Tax base

e Property values

e Indirect impacts on existing businesses in the City

Other required elements of the EIA are not covered in this study, per mutual agreement with the City,
but will be addressed separately in the Conditional Use Permit review process. These include:

e  Public costs and improvements
e Environmental impacts

e Utilities

e Traffic and public safety

SB FRIEDMAN | DEVELOPMENT ADVISORS 5 www.sbfriedman.com



City of Kenosha Economic Impact Assessment of Proposed Meijer Store

Methodology and EIA Report Structure

This EIA is divided into two major sections: Direct Impacts and Indirect Impacts. The direct impacts are
considered to occur on the development site as a direct result of the development, and include property
value and tax impacts, as well as job creation. Property value and property tax impacts were projected
using data on comparable properties from the Kenosha Assessor’s Office. In the absence of employment
and wage information from Meijer, data from local retailers and the State of Wisconsin were compiled
to estimate the quantity and quality of jobs at similar existing local and statewide retail establishments.

Indirect impacts are impacts on other businesses, properties and individuals that are not directly related
to the development, but are nonetheless affected by market factors associated with the new
development. The projected impacts of the proposed Meijer store on local businesses and retail jobs
and wages are described in the Indirect Impacts section. In order to determine the impact the new
Meijer store would have on the sales of existing retailers, we conducted a quantitative gravity modeling
analysis. This analysis was based on the consumer retail spending potential of the defined market area
served by the proposed store and existing retail competition within the market. Existing store managers
in the vicinity of the proposed store were also interviewed to gauge retailers’ perceptions of the effects
of the new store on their operations, and to collect job counts and wages of employees.

Limitations

A range of data regarding the estimated sales for the proposed Meijer store, the market area for the
store, and a breakdown of average wages and benefits by type of position (e.g., clerk versus
management, full-time versus part-time) was requested from Meijer, but only limited data was supplied.
Meijer is a private company and does not disclose operating information. Instead, we utilized the
following sources:

e InfoUSA* data on location and sales of existing Meijer stores
e Sales data from Progressive Grocer and the National Retail Federation
e Confirmation of general employment and sales data in interviews with Meijer

Our projections of the impacts of the proposed store are therefore based on the average performance
data of existing Meijer stores and our analysis of the company’s location patterns, and thus may not
fully reflect Meijer’s actual future performance at the new Kenosha location.

In addition, we have constructed a market area for the proposed store, based upon assumed market
areas of existing Meijer stores and a general description of market area dimensions from Meijer. While
we believe our market area is reasonable and supportable based on the past performance and observed
pattern of spatial distribution of Meijer stores, our results do not account for any divergence in the
actual market area from the expected market area we constructed.

The scope of the analysis did not include conducting consumer surveys to obtain local market data
regarding actual store patronage, spending and perception of existing stores and the proposed Meijer
among likely patrons. Therefore, our analysis assumes that consumer behavior in the Kenosha market

* InfoUSA is a provider of proprietary business data, including estimated sales volumes and employment numbers
for millions of businesses in the U.S.
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City of Kenosha Economic Impact Assessment of Proposed Meijer Store

will reflect the typical consumer behavior in other similar urban markets. In the absence of actual sales
performance data of the existing stores in the Kenosha market, we also assume that the current
performance (prior to the introduction of the proposed Meijer) of the existing national/regional chain
stores in the market will be reflective of their average performance nationally/regionally, as indicated in
their most recent Security and Exchange Commission (SEC) 10-K Filings, and InfoUSA data on estimated
sales volume. In the case of local independent stores, we assume that their sales performance is
reflective of similar store categories.

Finally, our analysis of sales impacts does not account for potential strategies that could be used by
existing retailers to effectively compete with Meijer, such as changing their product offerings or their
product pricing structure. It also does not account for changes in the competitive supply of store and
consumer demand in the market area, other than the addition of the Meijer and two new retailers
entering the market in 2013.

Additional limitations of SB Friedman Development Advisors’ engagement are included in the Appendix.

SB FRIEDMAN | DEVELOPMENT ADVISORS 7 www.sbfriedman.com



Direct Impacts

The proposed Meijer store is expected to have discrete and quantifiable direct impacts in at least two
areas: property taxes and employment. The expected property value and property tax revenue impacts
and the number and quality of jobs expected to result from the proposed store is discussed in this
chapter.

Property Tax Impacts

The Meijer site is predominantly vacant, though four residential properties are located on the southwest
side of the site. The site is located just south of 75" Street, a primarily commercial corridor producing
higher annual property tax revenue per acre than the site. Using a property tax comparables approach,
we projected the assessed value of the proposed development at stabilization, as well as the property
tax revenue that will result from increased valuation.

Our property tax projections were developed by estimating the assessed value (AV) per square foot of
similar properties in Kenosha. Our sample of comparable properties consists of supermarkets, general
merchandise stores and gas stations in the city. After compiling a set of comparable properties, we
interviewed the City Assessor to review and confirm the comparables, and obtain insight on the
potential future assessment of the proposed Meijer development. We also received information from
the Assessor on current property tax rates and then projected the AV and subsequent property tax
revenue from the development at stabilization.

The approximately 24-acre site proposed as a Meijer development comprises eight parcels with a
current total 2012 AV of $732,765 and corresponding property taxes of $23,422. Given that the
proposed development includes both a supercenter building as well as gas station, we have assessed the
property tax impacts of these uses separately. Based the current Meijer site plan, it appears the
supercenter building and associated parking will be located on six of the eight development parcels,
which are currently predominantly vacant. The gas station appears to be located on two parcels that
currently contain single-family residences. The current AV for each development component is based on
this breakdown of parcels. The current and projected AV, as well as the most recent property taxes of
the proposed development site for each of the development components, as well as the development
overall, is presented in Table 2 on the following page.

Meijer Supercenter Building. The Meijer store is expected to have a stabilized AV of $15.63 million, a
net increase of $15.24 million from the current assessed value of the six relevant parcels. At the 2012
tax rate of 2.912% (or $29.12 per $1,000 of AV), approximately $455,000 in annual property taxes would
be produced at stabilization, an increase of $442,000 from the current use. According to the City Clerk,
the City of Kenosha receives approximately 39 percent of total property tax revenue collected.” The
projected net property tax increase to the City is therefore approximately $172,000 annually.

Meijer Gas Station. The gas station is expected to have an AV of approximately $1.50 million at
stabilization, an increase of $1.15 million from the current AV of the two relevant parcels. Annual
property tax revenue produced from the gas station is expected to be $44,000 at stabilization, an

> Per conversation with City staff on April 25, 2012.
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increase of $34,000 from the current property tax amount. The City is expected to receive
approximately $13,000 in additional property taxes annually from the gas station.

Overall, the Meijer development is expected to increase the property tax base by $16.39 million in
assessed value. At the current tax rate, this AV would produce a total net increase in property taxes of
$476,000 annually, $186,000 of which would go directly to the City of Kenosha. °

Table 2. Assessed Value and Property Tax Projections [1]

Meijer Supercenter Meijer

Building [3] Gas Station [4] Total Project
Current Assessed Value (2012) S 383,765 S 349,000 $ 732,765
Projected Assessed Value (Stabilization) $ 15,625,000 $ 1,495,000 $17,120,000
Projected Increase In AV $ 15,241,000 $ 1,146,000 $ 16,387,000
Current Property Taxes (2012) $13,411 $10,012 $ 23,422
Projected Property Taxes (2012 tax rate) S 455,000 S 44,000 S 499,000
Total Projected Net Increase in Taxes [1] $ 442,000 $ 34,000 $476,000
Projected Net Increase in Taxes to City of
Kenosha [1, 2] $ 172,000 $ 13,000 $ 186,000

Source: City of Kenosha Assessor, City of Kenosha Clerk/Treasurer, SB Friedman

[1] Sums may not equal due to rounding.

[2] Assumes 39 percent of total taxes go to City, per conversation with City staff.

[3] Supercenter building is assumed to be developed on six of the eight parcels associated with the development. Existing
AV for one parcel is based on a percentage of the parcel expected to be included in the Meijer site, based on currently
available site plans.

[4] Gas station is assumed to be developed on two of the eight development parcels.

Job Creation and Wages

SB Friedman requested a detailed breakdown of the number and type of positions to be offered at the
proposed Meijer, in addition to wages and benefit data for each type of position. Meijer provided only
estimates of the total number of jobs and a broad description of employee benefits for an average
Meijer store, as presented in Table 3 on the next page. The data supplied by Meijer does not provide the
required amount of detail to fully compare the types and quality of jobs offered to other local retail
positions. Typically, annual reports and annual U.S. SEC filings can be used to supplement missing
information for public corporations; however, Meijer is a privately-owned company and does not make
employment or sales data publicly available.

SB Friedman inquired about current employment during interviews with retailers located near the
proposed Meijer that are expected to compete with the store for either grocery or general merchandise
expenditures. All seven retailers interviewed provided the current number of employees by full-time or
part-time status. Most retailers also provided benefits information and wage data for their employees.
Summary data from these interviews is also presented in Table 3.

As shown in Table 3, the Meijer store is expected to produce between 200 and 250 new jobs. Retailers
in close proximity to the proposed store that were interviewed employ an average of 100 employees,
ranging between 24 and approximately 215. An estimated 50 percent of new Meijer positions will be

® Net annual property tax resulting from supercenter and gas station do not sum to overall impact due to rounding.
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full-time and 50 percent part-time, although this estimation is based on the average Meijer’s store
staffing needs and will likely be adjusted for this particular store, based on store performance and
employee preferences. All of the competitive stores interviewed have a higher proportion of part-time
staff than Meijer, ranging from 55 to 83 percent of total staff.

Table 3. Meijer Retail Positions and Quality of Jobs versus Selected Local Retailers

Average of Selected Local
Average Meijer Store Retailers [1]
Total Number of Jobs Expected 200 - 250 100
Full-Time Positions 50% 17% - 45%
Approx. Number of Positions 100 - 125 37
Average Hourly Wage n/a $12.00 - $15.50
Five out of seven offer medical,
Medical, dental, vision, retirement dental, paid vacation, and
Benefits: plan for some employees retirement plan to FT employees
Part-Time Positions 50% 55% - 83%
Approx. Number of Positions 100-125 64
Average Hourly Wage n/a $8.00 - $15.50
Three of seven retailers offer
Medical, dental, vision, retirement medical and dental benefits for PT
Benefits: plan for some employees employees

Source: Meijer, Interviews with local retailers, SB Friedman
[1] From a small sample of competitive retailers in Kenosha. May not be representative of all local retailers.

As mentioned earlier, Meijer did not provide average wage information for the proposed store.
However, the company specified that they offer competitive wages in each market they enter, in order
to attract and retain quality employees. The average wage provided by the seven retailers interviewed
ranges from $12.00 to $15.50 per hour for full-time employees and $8.00 to $15.50 hourly for part-time
workers. However, there are two outliers within this group: one at the higher range reporting an hourly
wage of $15.50 for both full-time and part-time staff, the other at the lower range reporting an hourly
range of $8.00 to $9.00 for part-time staff. The majority of retailers offer wages in the $12.00 to $13.00
per hour range for both full-time and part-time staff. The benefits offered by Meijer appear to be
comparable to those offered by local retailers, the majority of which offer benefits for full-time
employees. Three of the seven retailers interviewed offer benefits for part-time employees, though at a
reduced level.

In order to provide more general retail wage and benefit information in addition to data from the
selected retailers we interviewed, data was collected on average wages for Kenosha County retailers, as
compiled by the U.S. Bureau of Labor Statistics (BLS). BLS data is available for many retail subsectors on
an annual basis. Summary data for relevant retail sectors is presented in Table 4 on the following page.
BLS data is provided for full- and part-time employees together, so we have adjusted to full-time
equivalent wages based on the ratio of average hours worked per week by employees in the retail
sector to a full-time 40-hour work week. Benefits were estimated using employment compensation

SB FRIEDMAN | DEVELOPMENT ADVISORS 10 www.sbfriedman.com
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ratios.” In addition, county-level data for supercenters was unavailable, so Wisconsin state data has
been adjusted based on the calculated wage differentials between Kenosha County and the state for the
supermarket sector.

Table 4. Average Full-Time Retail Wages: Kenosha County Retailers
Kenosha County Retailers [1]

Compensation Equivalent of

Retail Sector Wages Benefits
Supermarkets and Other Grocery $11.90 $4,840
Warehouse Clubs and Supercenters $13.20 - 14.50 $5,740 - $6,760

Source: U.S. Bureau of Labor Statistics, 2011 Average Annual Wages; IMPLAN; SB Friedman

[1] 2011 figures from Quarterly Census of Employment and Wages, adjusted to full-time equivalent using IMPLAN
National Conversion Factors. Warehouse clubs and supercenters’ wages estimated from state average, using
Kenosha County differential from supermarket and pharmacy sectors.

As shown in Table 4, the average county-wide wage for supermarket and grocery employees is $11.90
per hour. Based on our interviews, at least four Kenosha supermarkets offer higher hourly wages for
full-time employees, so full-time grocery employees in the city may receive higher than average wages
in the county. Warehouse clubs and supercenters on average provide between $13.20 and $14.50 for

full-time wages. Compensation equivalent of benefits for Kenosha County retailers is also provided for
reference.

7 Employment Compensation (EC) ratios are the ratio of total compensation (wages plus benefits plus employer-
paid payroll taxes) to wages.
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Indirect Impacts

In addition to direct impacts on employment, property values and property tax income, the
development of a new Meijer store in Kenosha may have indirect spillover impacts on existing retailers,
local wages and employment. These potential indirect impacts are addressed in this chapter.

Impact on Sales of Local Stores
GRAVITY MODELING: METHODOLOGY

Gravity modeling analysis is a Geographic Information Systems (GIS)-based spatial analysis that
synthesizes the competitive supply of retail in a region with consumer demographics and retail spending
potential, and can be used to determine the estimated sales of a new store. (More information on
gravity modeling is included in the Appendix.) The sales potential of a new store can then be used to
determine market share and to assess the effects of a new retailer on the sales of existing stores. The
intent of this analysis was to determine the impact the new Meijer store would have on the sales of
existing retailers within the proposed store’s market area.

A gravity model was constructed considering Meijer’s supercenter store type, providing general
merchandise, grocery, pharmacy and garden selections. The model was tailored to Meijer, based on
several factors, including a distinct market area, competitive retailers and consumer retail spending
potential. The components and results of the model are described in the following sections.

Market Area Definitions

The effects of a new store on existing stores in the area depend to a large extent on the market area of
the new store and the existing retailers found within or near that market area. The market area for a
store is defined as a geographic area from which the store draws most (generally over 60 percent) of its
customers. Information on the expected market area of the proposed store in Kenosha was requested
from Meijer. Meijer did not provide a specific market area boundary for the proposed store, but
suggested the majority of sales would come from the City of Kenosha and northern portions of Pleasant
Prairie. Because the inputs to the gravity modeling analysis are dependent on the market area for a
store, the market area was refined by assessing the spatial location pattern of existing Meijer stores in
other similar regions and existing supercenter stores in the Kenosha region, using ESRI Business Analyst®
and Census data’.

No Meijer stores currently exist in Wisconsin from which to draw market area conclusions, so existing
Meijers in other areas were used to determine the typical market area for an average Meijer store. Two
areas in Indiana with relatively high concentrations of Meijer stores were analyzed: Fort Wayne and
Indianapolis. The drive-distance analysis is presented in Figure 1 on the following page.

® ESRI Business Analyst data contains Infogroup data on more than 12 million U.S. businesses—including the
business name, location, franchise code, industry classification code, number of employees, and sales volume, and
was last updated in July 2012.

° ESRI 2012 projections based on 2010 Census data.
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Figure 1. Meijer Market Area Development: Drive Distances in Fort Wayne and Indianapolis, IN
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Based on the typical distance between Meijer stores in Fort Wayne and Indianapolis, it appears that the
average market area falls between a four-mile and five-mile drive distance. This is consistent with basic
information provided by Meijer suggesting that the minimum drive-distance market area for a store in
relatively dense markets would be three miles. The average population within the appropriate drive-
distance market area of the comparable stores in Indiana is 62,000, though population counts range
from 42,000 to 77,000. The four-mile drive distance around the proposed Kenosha Meijer has 76,000
residents. The population density in Kenosha is higher than the majority of market areas in Fort Wayne
and Indianapolis, but is closer to densities in Indianapolis. A summary of the drive-distance market area
characteristics of the Meijer market areas in Kenosha and Indianapolis is presented in Table 5 below.

Table 5. Market Area Characteristics of Meijer Stores

Kenosha Indianapolis Market
- 5349 W 10841€E
Based on 150 S 5325 E Pike 1426 W us
Drive Marlin | Southport Plaza Carmel 8375 E Highway
Characteristic Distance Dr Rd Rd Dr 96th St 36
Store Size (SF) [1] 191,400 | 224,800 238,400 | 230,700 | 227,300 | 242,700 | 225,300
Estimated Drive-Distance
Market Area [2] 4 miles 4 miles 4 miles 3 miles 4 miles 5 miles 4 miles
Drive-Distance Population 76,000 68,000 77,000 63,000 62,000 77,000 51,000
Drive-Distance Population
Density (Population/Sq. Mi.) 3,100 2,400 2,600 4,200 2,000 2,000 1,900
Drive-Distance Population
per SF of Store 0.40 0.30 0.32 0.27 0.27 0.32 0.23

Source: InfoUSA, ESRI Business Analyst, SB Friedman
[1] Indianapolis store sizes estimated using ESRI Business Analyst.
[2] Reflects adjusted market area for Kenosha Meijer.

The four-mile drive-distance market area for the proposed Kenosha Meijer was further refined based on
existing supercenters in the Kenosha region, which are expected to comprise the primary competition
for Meijer in more rural parts of the region. The distribution of supercenters can be used to adjust the
Meijer four-mile market area to account for residents of more rural, lower density environments that
may not fall within the more narrowly defined drive-distance market area. Thiessen polygons'’, a unique
set of polygons drawn around each supercenter such that any location within a polygon is closer to its
associated store than to the store of any other polygon, were created for the supercenters surrounding
Kenosha. These Thiessen polygon-based market areas were used to adjust and refine the drive-time
market area of the proposed Meijer.

Four Thiessen polygons (“TPs”) were created based on the Euclidean or straight-line distance between
the four existing Walmart Supercenters in the Kenosha region, such that a potential customer living

'%)|lustration of Thiessen Polygons for a set of points:

. .

* g
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along the line between two polygons, is equidistant from the two associated Supercenters, while a
customer living within a polygon is closest to the Supercenter within the polygon. This approach
essentially carves out the territory of each supercenter in the region in terms of distance from
customers. The TPs therefore offer additional insight regarding patronage from customers who live
outside the drive-distance-based market areas, and were used to refine the market area boundary of
the proposed Meijer. The TPs for existing supercenters in the Kenosha region and the proposed Meijer
store are shown in Figure 2 below.

Figure 2. Meijer Market Area Development: Thiessen Polygons of Supercenters in Kenosha Area
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The market area for the proposed Meijer was adjusted to extend to the west of Interstate-94 to include
residents who are located closer to the Meijer site than other existing supercenters offering similar
goods. The TP boundaries were adjusted to reflect local roadways and ease of access. The final market
area for the Meijer contains approximately 79,500 residents, which is higher than the market areas
calculated for existing Meijer stores. This may be attributed to the fairly rural nature of the Kenosha
region outside of the central city limits and to the lack of Meijer presence in the region. Figure 3 below
shows the final market area for the proposed Meijer, as well as the drive distance and Thiessen polygon
boundaries that were used to construct the market area. This final market area reflects our best

estimate of the core customer base for the proposed Meijer. Customers outside this market area are
likely to patronize other existing supercenters.

Figure 3. Proposed Meijer Market Area
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Consumer Spending Potential

A second component of the gravity model input data is consumer spending potential, which is the
estimated amount of money consumers in the market area are likely to spend on types of retail goods
offered at a Meijer supercenter. ESRI 2012 estimates for the number of households and average
household income data were collected for U.S. Census block groups that are predominantly located
within the market area of the proposed store. Consumer spending data from the 2012 U.S. Bureau of
Labor Statistics (BLS) Consumer Expenditure Survey was then used to estimate the percentage of
household income spent on retail sectors likely to be found in Meijer for households of varying income
levels. The total consumer retail potential — the estimated expenditures for types of goods that can be
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found in Meijer stores or similar retail outlets — in the Meijer market area was then calculated, and is
shown in Table 6 below.

Table 6. Annual Consumer Retail Spending Potential in Proposed Meijer Market Area

Consumer Retail Spending
Proposed Store Households Relevant Retail Sectors Potential
General Merchandise,
Meijer 30,365 Grocery, Pharmacy $342.2 million

Source: U.S. Census, 2012 U.S. Bureau of Labor Statistics, SB Friedman

The proposed Meijer store is a supercenter featuring general merchandise (including household textiles,
small appliances, garden equipment, apparel, shoes and consumer electronics), grocery and pharmacy
components, so the consumer spending for those retail sectors was estimated for the 30,365
households in the market area. The total retail potential in general merchandise, grocery and pharmacy
for the Meijer market area is $342.2 million.

Competitive Supply

The retail market in Kenosha was analyzed to identify retailers likely to be competitive with Meijer’s
proposed store. In the context of gravity modeling, competitive retailers are those who offer similar
types of retail goods. For example, consumers choose from among the competitive set of grocery
retailers (and other store types, such as supercenters that include groceries) when spending their
grocery dollars, and choose from a competitive set of general merchandise retailers when spending their
general merchandise dollars. Based on the retail sectors identified in the consumer spending potential
analysis, InfoUSA data, conversations with Meijer, and field reconnaissance, competitive retailers within
and adjacent to the Meijer market area were compiled and mapped.

Sales for existing stores were estimated using average store sales volumes reported in recent SEC filings
and annual reports for publicly-traded companies, and InfoUSA data for other retailers to form a
baseline level of sales in the gravity model. Sales for three competitive stores were updated based on
information from interviews with those retailers. Sales for significant competitive retailers were also
adjusted to reflect only the sales categories that are competitive with Meijer. For example, while Meijer
may compete with Sears on apparel and small household appliances, Meijer does not offer large
appliances such as washers and dryers, while Sears does. Sears sales were therefore adjusted to remove
large appliances.

The competitive supply for the Meijer store is displayed in Figure 4 on the following page.'* The
estimated 2012 sales total for 89 competitive stores is $528 million, with individual stores ranging in
sales from $224,000 to over $80 million. The fact that consumer spending potential of $342.2 million for
general merchandise, grocery and pharmacy comprises 65 percent of the total estimated sales occurring
within this market area in these store categories, suggests that this is a highly-competitive retail
environment that draws consumers from outside the market area. Several competitive stores are
located along the northern border of the Meijer market area on 52™ Street. This is because no market
area is self-contained. While the majority of Meijer customers are likely to come from within the market
area, potential customers who live in the market area, especially those who live nearer to the borders,

" The Kenosha Fresh Market appears to be permanently closed. However, it is expected a local grocery store will
occupy the newly vacant space in the near future. This analysis assumes the sales volume of the future grocery
store will be similar to that of the Kenosha Fresh Market.
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are likely to also patronize competitive stores outside the market area, just as consumers outside the
market area may patronize competitive stores within the market area. For example, a customer needing
apparel may visit the K-Mart located just north of the market area, the Meijer, or any other store in the
area offering apparel. Therefore, all of these stores are competing for an individual’s spending potential.

Figure 4. Meijer Competitive Supply
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Estimated Sales of Proposed Meijer Store

Gravity modeling requires a sales estimate or target for each store. Sales projections for the proposed
Meijer store were not provided by Meijer, so sales volumes were estimated using publicly-available
sources, including Meijer sales data published by Progressive Grocer and the National Retail Federation.
Meijer indicated that these published figures would be an approximate estimate of average sales at a
Meijer store. The average sales volume is appropriate because retailers are unlikely to open a new store
unless at least average sales levels can be achieved.

Total sales volume for the Meijer store is estimated at $84 million, based on the average sales per
Meijer store nationally. Retail space dedicated to grocery tends to produce higher sales per square foot
than general merchandise space, and approximately 60 percent of the Meijer store will be dedicated to
grocery sales, according to a Meijer representative. Estimated sales for the store based on average
performance of U.S. Meijer stores are shown in Table 7 on the following page.
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Table 7. Estimated Sales Volumes of Proposed Store, based on Average Meijer Sales

Proposed Meijer Store Estimated Sales
Square Footage per Square Foot Estimated Sales Volume
191,352 $439 $84,000,000

Source: Meijer, Progressive Grocer, National Retail Federation, SB Friedman

Using these sales estimates, the gravity model was tested and calibrated. Sales for the proposed store
were then re-projected, using the model, to account for local competition and consumer spending
potential within the Meijer’s market area.

The results of the gravity model (or “Huff Model”) are presented in Figure 5 below. The probabilities
shown in the map indicate the percentage of sales in the chosen retail sectors (grocery, general
merchandise and pharmacy) that are likely to be spent at the Meijer store for each Census block group.
As would be expected, areas with higher competition that are farther from the Meijer site will spend
relatively less at the Meijer, while consumers living closer to the store or in areas with less competition
will spend relatively more. Based on the gravity model results, the proposed Meijer store is projected to
outperform average Meijer sales by approximately 18 percent, with estimated sales of $99.1 million.
These results are presented in Table 8 on the following page.

Figure 5. Results of Meijer Gravity Model
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Table 8. Estimated Sales Volumes of Proposed Store, based on Gravity Model

Proposed Meijer Store Estimated Sales per
Square Footage Square Foot Estimated Sales Volume
191,352 $518 $99,100,000

Source: ESRI Business Analyst, SB Friedman

GRAVITY MODELING: SALES IMPACT RESULTS

The gravity model for the Meijer store was used to project the impact of the store on selected existing
grocery and general merchandise stores, thus accounting for local consumer retail spending potential,
other retail competition, and the sales of the Meijer store. Selected retailers include ten grocery stores
and three general merchandise stores in or near the market area for the proposed Meijer store. For
each existing store, a first run of the gravity model was used to estimate baseline sales within the
relevant market area, with no new Meijer store. A second run included the proposed Meijer store as
competition, and resulted in a sales estimate for the store once Meijer entered the market. The
difference in sales between the two models represents the estimated impact of the proposed Meijer
store on sales at the selected existing store.

The sales impacts of the proposed Meijer store are presented in Table 9 on the following page. The
estimated impacts are only for those stores listed, and do not account for impacts to other existing
retailers.

Overall, the Meijer store is expected to result in aggregate sales reductions to these 13 retailers of $35.1
million annually, with an average per store impact of $2.7 million. ** Individual impacts on these stores
range from 7 percent to 22 percent of sales, depending on the distance to the Meijer site, distance to
consumers within the market area, and current sales performance. The average sales reduction for the
ten grocery stores and three general merchandise retailers is 12 percent.

2 Total sales reduction accounts for three retailers’ sales reduction numbers that were withheld for confidentiality.
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Table 9. Projected Sales Impacts from Proposed Meijer

Drive Distance Impact of Meijer
Selected Existing Grocery from Estimated % Reduction
and General Merchandise Proposed Average Sales Estimated Sales | from Estimated
Stores Meijer (miles) Volume [1] Reductions Sales
Kohl's 0.9 $16,680,000 $3,690,000 22%
Kmart 2.8 $11,930,000 $2,210,000 19%
Pick n Save 75th 0.7 [2] [2] 18%
Sears 1.6 $25,260,000 $4,210,000 17%
Piggly Wiggly Pershing/76th 1.5 $16,060,000 $2,510,000 16%
SuperValu 2.4 [2] [2] 13%
Piggly Wiggly 80th 3.2 $7,960,000 $970,000 12%
Pick n Save 63rd 3.2 $21,920,000 $2,530,000 12%
GFS 0.4 $5,690,000 $570,000 10%
Save A Lot 2.7 $10,310,000 $970,000 9%
Aldi 0.2 $1,240,000 $90,000 7%
Kenosha Fresh Market [3] 3.1 $7,410,000 $550,000 7%
Woodman's 3.3 [2] [2] 7%
Average 2.0 [2] $2,700,000 12%

Source: ESRI Business Analyst, SEC Filings, InfoUSA, Interviews with store managers, SB Friedman

[1] Estimated based on SEC Filings for publicly-traded companies and InfoUSA data. Estimated sales volume shown for Sears
was calculated in baseline model run.

[2] Sales volume withheld to protect confidentiality of adjusted sales provided by store.

[3] This store appears to be permanently closed. However, a local grocery store is expected to occupy the newly vacant space.
The model assumes the new store will have a sales volume similar to the Kenosha Fresh Market.

Interviews with Local Store Managers

SB Friedman sought to interview the owners or managers of the 13 stores considered in the sales impact
analysis to determine whether the retailers expected the proposed Meijer store to have neutral, positive
or negative impacts on sales volume. Interviews with seven stores were ultimately conducted, providing
a small sample of the expectations of local grocery retailers (five respondents) and general merchandise
stores (two respondents). Two of the five grocery stores also provide pharmacy services. Summary
information for the seven interviews is presented in Table 10 on the following page. Because some store
managers and owners provided sensitive information and requested confidentiality, identifying
information for interviewees is not presented in this report.

Six of the seven interviewees reported that recent sales volumes at their respective stores have been
stable or increasing in recent years. Almost half share the opinion that the local market is currently
saturated with retail competition and the demand for additional retail, particularly grocery, may not
exist. Each of the interviewees believes that a new Meijer store will represent additional competition to
their store, and four of the seven interviewees expect the Meijer to have a significantly negative impact
on sales volume in their stores. As shown in Table 10, store managers expecting relatively minimal
impacts of neutral to 5 percent decline (somewhat lower than the gravity model indicates) tend to
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represent general merchandise retailers, though one grocery retailer expected minimal negative
impacts.

The grocery managers interviewed tended to report higher impacts, with expected sales declines of up
to 25 to 30 percent, higher than the gravity model indicates. Two managers expecting sales declines of
25 percent or more based their responses on the impacts experienced at other stores in their respective
grocery chains resulting from a supercenter entering the local market. One grocery store manager
suggested that a 30 percent decline in sales could potentially cause the store to close.

Several local retailers reported that employees at their stores would likely have hours cut and/or face
layoffs, depending on the reduction in sales experienced at the store. Five of the seven interviewees
expected employment to decline as a result of a decline in sales, with employment declines depending
on the extent of sales impacts. One store manager noted that the expected reduction in sales may result
in reduction of full-time staff by 20 percent and part-time staff by 27 percent. The majority of
interviewees also expected to alter their business strategy in some way to adapt to the new competition
presented by Meijer.

Table 10. Summary Information on Competitive Store Interviews

Vi d E ted | t . L
Store | Store Type lewe .a S xpected Impac Effects if Decline in Sales Occurs
Competition | on Sales
Could potentially cause store to close
Grocery with Reduction in employees is very likel
1 YW ves -30% uction In employees s very ikely -
pharmacy Would need to improve customer service and
store appearance to try to adapt to competition
. Reduction in employees
G th . .
2 P:Z(r:ﬁ:;chl Yes -25to0 -30% May revamp store interior to enhance
P ¥ appearance
. Decline is unlikely to result in layoffs
General Yes, in . . .
3 . . -5% Would likely increase local advertising costs to
Merchandise | certain areas
compete
4 Grocer Yes, in Neutral to slightly | Corporate office would manage the changes
¥ certain areas | negative needed to effectively compete
-10to -20% .
.O o May reduce full-time employment by 5 and part-
5 Grocery Yes (optimistic) time emplovment by 20
-30% (worst case) ploy 4
General Yes, but Would likely adjust inventory and reduce sales
6 . . No effect to -5% g likely adjust inv ¥ !
Merchandise | moderate targets
Reduce full-time employment by 10 and part-
7 Grocery Yes -25% . vee Tuti-t proy y P
time employment by 10

Source: Interviews with Kenosha Retailers, SB Friedman
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Conclusion

This Economic Impact Assessment (EIA) has considered the direct and indirect impacts of the proposed
Meijer development in Kenosha. The projected impact of the development is summarized below.

Direct Impacts

Direct impacts are impacts that occur on the development site as a direct result of the development,
and include property value and tax impacts, and job creation. The expected property value and property
tax revenue impacts, and the number and quality of jobs expected to result from the proposed
development are summarized, as follows.

PROPERTY VALUE AND PROPERTY TAXES

The proposed supercenter and gas station will be developed on eight parcels which contain vacant land
and four single-family residences. Based on current site plans provided by Meijer, it appears the
supercenter building will be constructed on six of the parcels, which are predominantly vacant, and the
gas station will be constructed on two parcels that contain single-family homes.

e The Meijer supercenter store is expected to have a stabilized assessed value (AV) of $15.63
million, a net increase of $15.24 million from the current assessed value of the six relevant
parcels.”® At the 2012 tax rate, approximately $455,000 in annual property taxes would be
produced at stabilization, an increase of $442,000 from the current use. Approximately 39
percent of total property tax revenue collected goes to the City, resulting in a projected net
annual property tax increase to the City of $172,000.

e The Meijer gas station is expected to have an AV of approximately $1.50 million at stabilization,
an increase of $1.15 million from the current AV of the two relevant parcels. Annual property
tax revenue produced from the gas station is expected to be $44,000 at stabilization, an
increase of $34,000 from the current property tax amount. The City would receive
approximately $13,000 in additional property taxes annually from the gas station.

e Together, the total Meijer development is expected to increase the property tax base by $16.39
million in assessed value. At the current tax rate, this AV would produce a total net increase in
property taxes of $476,000 annually, $186,000 of which would go directly to the City of
Kenosha.™

JOB CREATION AND WAGES

e Based on estimates of the total number of jobs for an average Meijer store, the proposed Meijer
is expected to produce between 200 and 250 new jobs.

B The majority of the land area is currently vacant. Existing AV for one parcel is based on a percentage of this
parcel expected to be included in Meijer site, based on currently available plans.

" Net annual property tax resulting from supercenter and gas station do not sum to overall impact due to
rounding.
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e An estimated 50 percent of positions at the proposed store will be full-time and 50 percent part-
time, although the proportion will vary based on available employees and their preferences.
This proportion of full-time to part-time employees is higher than that of existing local retailers
interviewed as part of this study. All seven competitive stores interviewed have a higher
proportion of part-time staff than Meijer (ranging from 55 to 83 percent of total staff).

e Meijer did not provide average wage information for the proposed store. However, the
company specified that they offer competitive wages in each market they enter, in order to
attract and retain quality employees. The average wage provided by the seven retailers
interviewed ranges from $12.00 to $15.50 per hour for full-time employees and $8.00 to $15.50
for part-time workers.

e The benefits offered by Meijer appear to be comparable to those offered by local retailers,
although specific information on benefit eligibility and value of benefits was not provided by
Meijer.

Indirect Impacts

In addition to direct impacts occurring at the site, the development of the new Meijer store in Kenosha
may have indirect spillover impacts on the sales and viability of existing retailers, local retail wages and
employment. These impacts are summarized below.

IMPACT ON SALES OF LOCAL STORES

In order to assess the effects of the proposed Meijer store on existing local retailers that sell similar
goods as Meijer, a quantitative gravity modeling analysis was conducted. Gravity modeling analysis
synthesizes the competitive supply of retail in a market area with consumer demographics and retail
spending potential to determine the estimated sales of a new store. The projected sales potential of the
new store can then be used to determine changes in market share and to assess the effects of the new
retailer on the sales of existing stores. The results of the impact analysis on the annual sales of a sample
of local stores, likely to compete with Meijer, are shown in Table 11 and discussed below.

The gravity modeling analysis shows that the introduction of the proposed Meijer store will have
substantial impacts on sales of existing stores. Impacts were projected for ten local grocery stores and
three general merchandise retailers. Results are as follows:

e The proposed Meijer is projected to reduce sales among these retailers by $35.1 million
annually.®

e The Meijer is projected to result in an average annual sales reduction of $2.7 million, or 12
percent, for the 13 stores analyzed.

Individual impacts range from 7 percent to 22 percent of sales, depending on the distance to the Meijer
site, distance to consumers within the market area, and current sales performance.

> Total sales reduction accounts for three retailers’ sales reduction numbers that were withheld for confidentiality.
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Table 11: Projected Sales Impacts from Proposed Meijer

Selected Existing Grocery Drive Distance Estimated Impact of Meijer

and General Merchandise from Proposed Average Sales Estimated Sales % Reduction from
Stores Meijer (mi.) Volume [1] Reductions Estimated Sales
Kohl's 0.9 $16,680,000 $3,690,000 22%
Kmart 2.8 $11,930,000 $2,210,000 19%

Pick n Save 75th 0.7 [2] [2] 18%
Sears 1.6 $25,260,000 $4,210,000 17%
Piggly Wiggly Pershing/76th 1.5 $16,060,000 $2,510,000 16%
SuperValu 2.4 [2] [2] 13%
Piggly Wiggly 80th 3.2 $7,960,000 $970,000 12%

Pick n Save 63rd 3.2 $21,920,000 $2,530,000 12%

GFS 0.4 $5,690,000 $570,000 10%

Save A Lot 2.7 $10,310,000 $970,000 9%

Aldi 0.2 $1,240,000 $90,000 7%
Kenosha Fresh Market [3] 3.1 $7,410,000 $550,000 7%
Woodman's 3.3 [2] [2] 7%
Average 2.0 [2] $2,700,000 12%

Source: ESRI Business Analyst, SEC Filings, InfoUSA, Interviews with store managers, SB Friedman
[1] Estimated based on SEC Filings for publicly-traded companies and InfoUSA data. Estimated sales volume shown for Sears
was calculated in baseline model run.
[2] Sales volume withheld to protect confidentiality of adjusted sales provided by store.
[3] This store appears to be permanently closed. However, a local grocery store is expected to occupy the newly vacant space.
The model assumes the new store will have a sales volume similar to the Kenosha Fresh Market.

INTERVIEWS WITH LOCAL STORE MANAGERS

SB Friedman attempted to interview the 13 local retailers included in the gravity modeling analysis to
gauge expected impacts resulting from the Meijer and collect data on employment and sales. Seven
store managers were ultimately interviewed, representing a small sample of local retailers.

e Close to half of local Kenosha retailers interviewed for this study suggested that the local market
is currently saturated with retail competition and the demand for additional retail, particularly
grocery, may not exist. The majority of local retailers interviewed reported that a new Meijer

store will have a negative impact on store sales volume.

e Four out of seven store managers expect store sales to be impacted by 25 to 30 percent, higher
than the gravity model indicates. The store managers expecting high impacts represent grocery
retailers, and one grocery store manager stated that a 30 percent decline in sales could

potentially cause their store to close.

e Store managers expecting relatively minimal impacts (neutral to 5 percent- slightly lower than
the gravity model indicates) represent general merchandise retailers.
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e Five of the seven interviewees expected employment in their stores to decline as a result of a
reduction in sales caused by Meijer entering the market. Local retailers reported that employees
at their stores would likely have hours cut and/or face layoffs, depending on the level of sales
decline.
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Appendix

1. Explanation of Gravity Modeling
2. Limitations of Our Engagement
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Explanation of Gravity Modeling

In a retail context, Gravity Modeling is based on the premise that the probability that a given consumer
will shop in a particular store is directly proportional to the store’s relative attractiveness (measured
through variables such as sales volume, number of products in inventory, square footage of sales floor)
and inversely proportional to the accessibility of the store from the consumer’s residence (measured
using variables such as distance, drive time, cost). Mathematically, the probability that a consumer
located at i selects store j from all store choices n is expressed as follows:

P,. A%, /5 A%, D,

lj =
keNi

Where, Aj is the attractiveness variable of store j;

Dij = the travel time or distance from i to j; and

o (usually positive between 1 and 3) and B (usually negative between 1 and 3)are parameters that are
estimated based on actual survey data or other techniques.

A consumer survey-based approach to parameter estimation was not within the scope of this analysis,
so, for the purposes of this EIS, the a and B parameters were estimated based on SB Friedman’s analysis
and review of similar store in other urban markets where more detailed data, such as actual store sales,
was available. Various modeling analyses were performed to estimate parameters that would yield the
actual store sales in those markets. Parameters estimated through this approach were applied to
estimate the probabilities for this EIS.

Once the parameters have been determined, the gravity model can be used to estimate the total store
purchases by consumers from a given geographic area that are expected to be obtained by store j within
the study area. That is,

E; = (P;)(B;)

Where Ejj = the expected purchases that will be made from geographic area i to store j; and

B; = the total consumer expenditures available in i.

The total sales of each store in the study area can then be determined by summing the expected
expenditures from each geographic area for all store. That is,

m
T =3 E;
i=1
Where Tj = the total expected sales of store .

The market share of a store within the study area is that store's total expected sales divided by the
total sales of all store. That is,

m
M;=T,/5T,
71

Where Mj = the market share of store j.
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Limitations of Our Engagement

Our report is based on estimates, assumptions and other information developed from research of the
market, knowledge of the industry and meetings during which we obtained certain information. The
sources of information and bases of the estimates and assumptions are stated in the report. Some
assumptions inevitably will not materialize, and unanticipated events and circumstances may occur;
therefore, actual results achieved during the period covered by our analysis will necessarily vary from
those described in our report, and the variations may be material.

The terms of this engagement are such that we have no obligation to revise the report or to reflect
events or conditions which occur subsequent to the date of the report. These events or conditions
include, without limitation, economic growth trends, governmental actions, additional competitive
developments, interest rates and other market factors. However, we are available to discuss the
necessity for revision in view of changes in the economic or market factors affecting the proposed
project.

Our study did not ascertain the legal and regulatory requirements applicable to this project, including
zoning, other state and local government regulations, permits and licenses. No effort was made to
determine the possible effect on this project of present or future federal, state or local legislation,
including any environmental or ecological matters.

Furthermore, we neither evaluated management's effectiveness, nor are we responsible for future
marketing efforts and other management actions upon which actual results will depend.

Our report is intended solely for your information, and should not be relied upon by any other person,
firm or corporation, or for any other purposes.

We acknowledge that our report may become a public document within the meaning of the Freedom of
Information Acts of the various governmental entities. Nothing in these terms and conditions is
intended to block the appropriate dissemination of the document for public information purposes.
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