Economic & Fiscal Impact Analysis

Project “Olympia”

Date: July 2023

NAICS Number: 339 950 - Sign Manufacturing *

Prepared by: North Brevard Economic Development Zone staff, using final-demand and direct-effect
economic multipliers from the federal Bureau of Economic Analysis (under the U.S. Department of

Commerce) RIMS II (Regional Input/output Modeling System) program.

For more detailed information on RIMS II multipliers, visit www.bea.gov/resources/methodologies.

Development Project Overview

This proposed project would involve the expansion of a local manufacturing firm, Olympia LED,
Inc., a company that designs and builds signage with electronic display boards, often referred to
as LED lighting. The company fabricates the sign structures, then adds LED components, which
it sources from several large vendors, both domestic and internationally. The company operates
from a 4,000 sq. ft. building on Hopkins Avenue in Titusville, but needs more space for
manufacturing and the storage of components. This project would not involve any outside
fabrication or sandblasting work at the new manufacturing site.

The company has submitted an offer to the North Brevard Economic Development Zone (NBEDZ)
to purchase a four and a half-acre lot in the Spaceport Commerce Park, for $50,000 an acre. The
NBEDZ serves as the county’s designated agent for the development of lots within the commerce
park.

The company anticipates the initial construction of an approximately 15,000 sq. ft. building, one
that would contain fabrication space, an assembly area, and offices. Once the building is
complete, the business would anticipate the relocation of its existing, Titusville workforce (a total
of five positions) to the new building, where it would be expected to create five new direct jobs
over the next thirty-six months. Given the trade skills required for these positions (electrical,
welding), the NBEDZ has projected that the positions would be paid an average annual wage of
$40,000.

With receipt of an offer to purchase industrial real estate in the county’s Spaceport Commerce
Park, the NBEDZ prepared this economic and fiscal impact analysis to determine the project’s
potential economic and fiscal impact on the local economy.

I NOTE: The North American Industrial Classification System (NAICS) number used — “339 950, sigh manufacturing”
—represented the best fit for the firm, given the NAICS numbers available in RIMS 1.
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Use of RIMS II for Economic Impact Analysis

To understand the likely economic impact of this project on the Titusville market area, the
analysis that follows relied upon the use and application of economic multipliers generated by the
federal Bureau of Economic Analysis (BEA); these data sets were produced through complex
analysis of statistics provided by several federal sector sources, including the U.S. Bureau of Labor
Statistics and the U.S. Census Bureau.

In economics, a multiplier is a factor of proportionality that measures how one variable changes
in response to another variable. The multipliers used in this report are based upon 2012 national
benchmark input-output data, and on 2018 regional data specific to the Titusville/Brevard County
area; as such, the data used in this analysis is tailored to the local market.

Most of the multipliers used are referred to as Type II final-demand (final use) multipliers and
direct-effect multipliers. Final-demand multipliers are merely ratios of a total change in
economic activity to a dollar change in final demand (such as the investment in a new building).
According to the BEA, final demand consists of a number of different purchases for “final use.”
These purchases are called final because they are not used as intermediate inputs by industries in
the region, and may include (1) purchases by consumers outside the region, (2) investments in
buildings and capital equipment, (3) purchases by government, and (4) purchases by households.

When a variable is multiplied by a final-demand change, these multipliers (also referred to as
“per-output” multipliers) provide an estimate of the total impact across all industries in
Titusville/Brevard County. This impact may be expressed in terms of gross output, value-added
(increase in local GDP), earnings, and employment. Most of these impacts are shown in the
analysis that follows.

[NOTE: Part-time employment can heavily influence the value of Type II multipliers for industries
that pay high wages. Visit the BEA website, www.bea.gov, for more details on employment
multipliers. ]

Direct-effect multipliers for employment and household earnings are ratios of the total change to
the initial change.

Type II multipliers account for both the inter-industry effects (direct and indirect) and for the
household spending effects (induced effects) of a final-demand charge. [Conversely, Type I
multipliers account for only the inter-industry effects (direct and indirect) of a final-demand
change.]

Input Variables from Proposed Project

For this project, no NBEDZ “Application for Assistance” was submitted (since it involves a real
estate acquisition, and not a grant request), a form that typically provides key data on the project.
Instead, the NBEDZ relied upon conversations with the company’s representative, along with its
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understanding of recent construction pricing and wage data to generate the numbers needed for
the economic impact analysis. Those numbers, which will serve as input variables, are as follows:

Job Creation — The company has indicated that it’s expansion project will result in the creation of
approximately five (5) new jobs over the next three (3) years. It should be noted that NBEDZ staff
is aware that the company currently employs five people at its existing, Hopkins Street address.

Wages Paid - Based upon input from the project’s management team and from the letter
purchase-offer provided, the NBEDZ estimates that the average annual wage for these new full-
time positions (among all job categories) will be $40,000, which would place those salaries/wages
at approximately 75% of the county’s average annual wage for the most recent year reported
(2021).

Fringe Benefits Paid - Relying upon input from the project’s management team, the NBEDZ
anticipates that the average benefits cost (for healthcare coverage and the provision of
vacation/sick leave policies) would be_$10,000 per employee.

Capital Expenditures - The NBEDZ, based upon feedback received from the local construction
industry and information supplied by the company, forecasts that the cost to make the
improvements planned by the company will exceed $2,000,000 (construction budget).

In addition, the NBEDZ expects the company to acquire new capital equipment items, although
no figures on such capital expenditures was shared with NBEDZ staff.

Sales Activity - The company projects that its manufacturing facility will generate annual sales
totaling approximately $1,200,000.

[This space intentionally left blank]
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Forecasted Economic Impacts

Applying the RIMS II multipliers to the project’s parameters, the following impacts would be
considered likely, provided that the project is implemented in the same manner and scope as set
forth in the letter from the company that made a formal offer to purchase property in the
commerce park:

Job Creation
Commodities Final-Demand Direct Expected Expected
Classification Employment Jobs Indirect Jobs Induced
Multiplier Created Created Jobs

Created

Fabricated Metal Type I - 5.0887

Products 5 6 o
Manufacturing Type Il -5.0998

Source: BEA, Tables 2.3 Type 1 / Type II Final-Demand Employment Multipliers - Industry
Aggregations, released 2020

Interpretation: In this analysis, indirect job creation is based upon the forecasted “output” of a
company or entity (interpreted herein as annual sales generated by the company through this
project location, based upon the addition of the new capital improvements to the site). Given
that the company anticipates annual sales of $1,200,000 (see assumptions on page three of this
report), the Type I multiplier (of 5.0887) is then multiplied by that sales volume to generate the
forecast, showing the creation of 6 indirect jobs ($1.2 million x 5.0887 jobs per $1 million).

Note that the final-demand employment multiplier is measured as jobs per million
dollars of output.

“Indirect Jobs” are those jobs created by suppliers of materials, services, and/or goods that are
used in construction and/or operation of a project.

Next, multiplying the output (again, sales volume) forecast by the company times the Type II
multiplier (of 5.0998) yields a total of both indirect and induced jobs (6). Subtracting the number
of indirect jobs (6) then yields the number of induced jobs expected to be created by the project

(0).

“Induced Jobs” are those jobs created by employees of the company spending earned money,
whether in local restaurants, retail shops, and on the purchase of other goods and/or services.
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For a graphic representation on how these multipliers are used on a per project basis, see the
chart on the following page:

Comparison of Impact Definitions

RIMS Alternative

Typel
Direct impact l Typell
Indirect impact
Indirect impact
Induced impact Induced impact
Wages Paid
Commodities Direct-Effect New Payroll to be | Earnings Impact
Classification Earnings Multiplier Created
Fabricated Metal Type Il - 1.5511 $200,000 $310,220
Products Manufacturing

Source: BEA, Table 2.5 Type II Direct Effect — Total Multipliers — Industry Aggregations, released
2020

NOTE: The commodities classification for this project — “fabricated metal product manufacturing”
- represented the best fit for the business, given the listing available under the RIMS II data.
However, it is possible that another classification might yield more accurate forecasts.

Interpretation: Based upon the average annual wage expected to be paid for all new job
positions realized by this project ($40,000 per job), it is projected that a total payroll of $200,000
will be generated (5 direct jobs x $40K). Multiplying this payroll figure by the direct-effect
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multiplier of 1.551 yields the amount of earnings realized throughout the community (new
income generated from the addition of those direct jobs), that of more than $310,000 for the
addition of those 5 new jobs in the area.

The Type II direct-effect multiplier was used for this analysis because that multiplier accounts for
both inter-industry effects (direct and indirect) and household spending effects (induced) of the
project’s implementation.

Fringe Benefits Paid

Commodities Direct-Effect Dollar Amount of | Fringe Benefits
Classification Earnings Multiplier Fringe Benefits Impact
Fabricated Metal Type Il - 1.5511 $50,000 $77,555
Products Manufacturing

Source: BEA, Table 2.5 Type II Direct Effect - Total Multipliers - Industry Aggregations, released
2020

Interpretation: Based upon the average fringe benefits package expected to be paid annually for
the new job positions realized by this project ($10,000 per job), it is projected that the value of the
total fringe benefits package will be $50,000 (5 jobs x $10K). Multiplying this figure by the direct-
effect multiplier of 1.5511, it is anticipated that the impact of the benefits package paid to those
new workers would represent an additional earnings impact on the community of $77,555
annually.

The Type II direct-effect multiplier was used for this analysis because it accounts for both
interindustry effects (direct and indirect) and household spending effects (induced) of the
project’s implementation.

[This space intentionally left blank]
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Capital Expenditures

Industry Final-Demand Anticipated Value
Classification Value Added Capital Added
Multiplier Investment Impact

Sign Manufacturing -
339 950 Type II - 0.4389 $2,000,000 $877,800
NAICS Number

Source: BEA, Table 1.4 Type Il Final-Demand Value-Added Multipliers — Detailed Industries,
released 2020

Interpretation: Based upon the projected capital expenditures for this project (for building,
improvements, and equipment, totaling $2,000,000 million approximately), and applying the
Type II final-demand value-added multiplier, that dollar outlay would be expected to create an
additional value of $877,800 in capital investment throughout the community.

Sales Activity
Industry Final-Demand Sales Community
Classification Multiplier - Output | Projection by end Impact
of FY 23
Sign
Manufacturing - Type Il - 1.0971 $1,200,000 $1,316,520
339 950
NAICS Number

Source: BEA, Table 1.1 Type II Final-Demand Output Multipliers — Detailed Industries, released
2020

Interpretation: Output multipliers are ratios of the total change in local output (sales) to the
change in local output purchased by final users. Based upon activity within this industry sector,
and the potential market share that could be captured by this firm, the applicant projects annual
sales at $1.2 million.
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Using the Type II final-demand output multiplier for the business’ industry sector (durable
goods), it is projected that the effect of that sales volume would potentially translate into $1.3
million in sales from local supplier firms and service/retail sector outlets.

Forecasted Fiscal Impacts

Fiscal impact analysis considers the financial benefits that local and state governments receive
through taxation and fee schedules paid for by a project. In a general sense, revenues generated
by new developments are combined with other sources of revenue flowing into governmental
units and are then used by those governmental units to cover the costs of services provided to the
community, like police and fire protection, sanitation, and utility services.

While a fiscal impact analysis would typically consider both the revenues and the cost burden it
places on government to provide services to a project (thus permitting a comparative study
between costs and revenues), only the anticipated revenues for this project are shown herein.
This decision was made to avoid any inference that a project’s potential “costs” to local
government (for the provision of certain services, such as police or fire protection) could be or
might be interpreted as a possible policy recommendation coming from the NBEDZ.

For a detailed understanding on the cost of governmental services to a private sector
development, a review of a governmental unit’s annual budget (most of which are now available
via online platforms) should provide more precise information on the costs of specific services.

More details on the project’s fiscal impact are provided below:

KEY PROJECT COMPONENTS

Current Taxable Value of Land (according to BCPAQ): SO

Armstrong Drive-Spaceport Commerce Park Lot

Anticipated Capital Investment (in Building and Land)

(Land $225K and $1.775,000 construction): $2,000,000
Anticipated Market Value: $2,200,000
Anticipated Capital Investment (Equipment) Unknown

New Jobs to be Created: 5, by 2026

Industry Sector (NAICS): 339950 Sign Manufacturing
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TAXES ANTICIPATED FROM PROJECT IMPLEMENTATION — ONE-TIME IMPACT

Sales Tax
Total Construction
Budget
[ construction/Renovations | $1,775,000 | (40% of purchase) | $710,000 7% [ $49,700
Fees/Permitting:
Impact Fees City/County $75,000 Approximate
Building Permit City/County Titusville 3% $53,250

TAXES ANTICIPATED FROM PROJECT IMPLEMENTATION — ANNUAL IMPACT

Real Property Tax (Land & Building)

Estimated BCPAO Value

| Building and Land

| $2,200,000

Rate: 17.7534 per $1,000

Summary

This proposed project would allow a Titusville-based manufacturer to expand its operations by
taking a county-owned parcel, generating no tax return for the county, and transforming it into a
revenue-producing lot with the addition of a $2 million capital expenditure for a new 15,000 sq. ft.

INITIAL ANNUAL FISCAL STIMULUS: $217,007

building. The resulting expenditure would be expected to create more than $877,000 in

additional capital expenditures in the area, among suppliers to the business.

The project would also result in a “year one” fiscal stimulus to state and local governments of

$217,000.

The resulting project would also retain four positions, and create five new jobs, while helping to
induce the creation of 6 additional jobs indirectly throughout the community.

Appendix - Supplemental Material

e Excerpt from BEA Table 1.3 Type II Final Demand Employment - Detailed Industries
Multipliers

e Excerpt from BEA Table 1.3 Type I Final Demand Employment — Detailed Industries
Multipliers
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e Excerpt from BEA Table 2.5 Type II Direct Effect - Total Multipliers — Industry
Aggregations

e Excerpt from BEA Table 1.4 Type II Final-Demand Value Added Multipliers — Detailed
Industries

e Excerpt from BEA Table 1.1 Type II Final-Demand Output Multipliers — Detailed Industries

e Copy of TRIM notice from county tax assessor’s office on subject property

Analysis based upon certain information (estimated project costs) supplied by the company.

Analysis acknowledges the possibility that varying depreciation schedules may apply to both real and tangible
personal property. Further, the county’s tax assessor may establish a different valuation for real and personal
property holdings.

Impact calculations performed by NBEDZ staff; conclusions deemed reliable but not guaranteed.

E:/economic impact analysis — Project Olympia
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