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This analysis was completed by Applied Economic Research under contract to the Town of Stratham. Its purpose is to
analyze the financial feasibility of introducing municipal sewer and water within the town’s Gateway Corridor, which
extends from Route 101 to the Stratham town center (Winnicutt Road).

The conclusion of the analysis is that there is sufficient financial support for the town to take the next steps in bringing
sewer and water service to the Gateway Corridor. Those steps include (1) identifying the cost of tying into the Exeter
sewer and water systems, and (2) identifying the willingness of current and prospective Corridor property owners to
participate in sharing the cost of bringing sewer and water to the corridor. Once those elements are identified and
analyzed, a vote of town residents will be both appropriate and necessary.

Introduction

For the past decade Stratham has examined methods to increase commercial assessment valuations to reduce the cost
of providing municipal services born by its residential property owners.

Beginning in the early 2000’s, the Town investigated concepts including extending the then General Commercial Zoning
District north-easterly to the Greenland Town line. When that concept was largely rebuked by residents, the Town
contemplated increasing the depth of the General Commercial zone from 800 feet to 1200 feet (measured from the NH
108 right-of-way edge); this too was declined by the Town. The remaining option was to consider increasing the
commercial density of the existing commercial corridor. The Town’s desire to centralize commercial development and
eliminate commercial sprawl away from the corridor was now clear.

In 2008, the Town adopted the “Gateway Commercial District Master Plan” which led directly to the 2009 adoption of
the Gateway Commercial Business District. Despite the adoption of both the Master Plan and the supporting zoning,
which were predicated largely on the inclusion of municipal water and sewer infrastructure, the Town had yet to resolve
the source of such infrastructure.

In January of 2016, Stratham secured an Intermunicipal Water Agreement with the Town of Exeter, which abuts the
Gateway Zoning District’s southern edge. In March, of that same year, the Legislative Body voted down Municipal
Bonding Authority which requested those funds adequate to proceed with the Exeter/Stratham water agreement. In
2017, the Town authorized an economic analysis of various development options and sought guidance from Arnett
Development Group (ADG Associates), which completed its analysis in November of 2017. Following a public forum
presentation of ADG’s findings which generated several major questions from resident attendees, a Gateway Corridor
Study Committee was formed in December 2017, to evaluate the Gateway Commercial District Master Plan vision which
was broadened to contemplate the entire Route 108 Corridor generally extending from the Exeter Town line to
Winnicutt Road, along NH 108, and encompassing the Gateway Commercial, Professional/Residential, and Town Center
Zoning Districts.

Essentially all of the studies of the Corridor reviewed by AER have found Stratham’s commercial corridor to be
underimproved, relative to its market potential, effectively shifting the cost of town services to the community’s
residential tax base. Further, the reports indicate the Town is missing an opportunity to diversify its tax base and reduce
residential tax bills within the growing—and otherwise prosperous--Seacoast commercial market development. In
response to the voluminous study history and with the guidance of the ADG findings, late in 2017, a Tax Increment
Financing ordinance was drafted. What the Route 108 Corridor Study Committee determined was still lacking, were
succinct answers to certain citizen questions posed both at and following the 2016 vote related to bonding authority.
The Committee then committed themselves to addressing those questions.



In mid-2018 the Gateway Corridor Study Committee surveyed residents to identify if there was interest for further
investigations into whether there was support within the town for bringing infrastructure (sewer and water) to the
Gateway Corridor. Among the findings, presented at a town forum on September 12, 2018 was that 74% of respondents
felt that “So long as developers pay their share, some investment from the town makes sense”. Further, “A 65%
majority responded that “Taxpayers will benefit in the long term from town infrastructure investment.” On a more
focused level, 70% agreed that “Investment in water and sewer infrastructure will pay off over the next 10-15 years”.
Only 30% felt “No town funds should go toward water and sewer infrastructure.”

Following analysis and two public forums presenting the survey’s results, the Route 108 Corridor Study Committee
broadened its perspectives on behalf of the Town by commissioning in mid-2018 two parallel and more detailed
investigations of infrastructure options for the Gateway Corridor. Those studies were:

e An analysis by Weston-Sampson of the costs and engineering issues of bringing sewer and water services to the
Gateway Corridor, including tying into the Exeter systems, developing a free-standing system within Stratham,
and hybrid systems, including tying into Newmarket’s sewer system;

e A financial feasibility analysis by Applied Economic Research of the various Weston and Sampson alternatives
and their costs.

This report sets forth the latter analysis.

Applied Economic Research has the most extensive experience in the State in measuring the impact of new
development on community finances and tax rates in a diversity of settings. AER has also conducted peer review studies
of analyses completed by others. AER has found that new and existing non-residential development generates a
significant surplus of revenues over costs as compared to residential development.

Having examined the prior studies and inspected the corridor’s current condition, it is AER’s observation that in the
absence of new non-residential development, the cost of supporting municipal services in Stratham will fall heavily on its
residential taxpayers. Stratham’s residents have supported quality public services. As of this writing, Stratham’s tax
base is more heavily dependent on residential properties—in 2018, 84% of the tax burden fell upon residential tax
payers—as compared to an average of 75% among Rockingham County communities. The 2017 ADG analysis found that
Stratham is not getting its fair share of a growing and prosperous Seacoast non-residential market and AER concurs with
that observation.

Further, apart from the Gateway Corridor, Stratham has not identified any other viable option to broaden its tax base—
its industrial park is successful, but lacks land to accommodate new users. There is no other viable commercial corridor
or zoning district within the community.

The Gateway corridor, however, is not reaching its potential to broaden the town’s tax base. Stratham is missing a
significant opportunity within the affluent, growing Seacoast market. In comparison to the adjacent Route 108 corridor
in Exeter, private investment within the Stratham corridor is older (and therefore more depreciated), is at a lower
density because of the need for on-site well and septic systems and is not attracting its share of new investment
because of the lack of appropriate infrastructure. In 2013 Market Basket abandoned plans to upgrade its offerings in
Stratham, because of a lack of sewer and water infrastructure in the corridor. An estimated $40,000-560,000 in
additional property tax revenue was forgone. The Market Basket experience is not unique in this regard.

The introduction of sewer and water into the corridor will enable existing and new non-residential properties to
maximize their building potential and the tax revenue paid to the Town. These commercial investments are more highly
valued and taxed than their residential counterparts, but impose lower costs on the town.



Without sewer and water infrastructure, however, the Gateway Corridor will reman underimproved and will continue to
generate sub-par tax revenues to the town, resulting in a continuing disproportionate reliance on the town’s residential
taxpayers.



Study Summary

The conclusion of the analysis is that there is sufficient financial support for the town to take the next steps in
bringing sewer and water service to the Gateway Corridor by tying into the Exeter sewer and water systems. The
next steps Stratham needs to pursue are:

e Identifying if Exeter is willing to impose reasonable tie-in fees;
e |dentifying if existing and new property owners in the Gateway Corridor are willing to share infrastructure costs;
e The cost of corridor land acquisition for pump stations etc. in Stratham is reasonable.

AER has modeled the financial dimensions of bringing sewer and water to the Gateway Corridor, based on cost
estimates prepared by Weston and Sampson in late 2018 and early 2019. The engineering study found substantially
higher cost if the town provided its own water/sewer infrastructure than if it tied in with Exeter. For example, the
engineers estimated it would cost $51.4 million for Stratham to provide its own water and sewer service to the Gateway
Corridor, versus the most cost-effective alternative—tying into the Exeter water and sewer systems-- at a cost of $29.3
million’. Both approaches would service the same corridor to essentially the same degree.

AER has analyzed two scenarios:

1. Extending sewer and water throughout the corridor in a single phase. This option does more than pay its way
over the 30-year bonding horizon, generating an estimated surplus of just over $82 million in property tax
revenues. However, taking on the complete $29.3 million investment as a single phase requires 12 years to
break-even under the assumptions in the analysis. Based on the assumptions in this analysis, such an outlay
may not be advisable due to the long-term payback. This nonetheless demonstrates that the overall TIF concept
generates a positive outcome--eventually;

2. Extending water and sewer on a phased basis, with the first phase running from Route 101 northerly to Market
Basket. This phase, with a cost of $10.7 million, is financially viable, generating a surplus of incremental
property taxes over and above principal and interest payments of $47 million over the life of the bond issue,
with significantly less risk to the town and reaching break-even in 8 years. This first phase would not be initiated
until costs to tie into the Exeter sewer and water systems are known and until Corridor property owners commit
at least $500,000+/- in up-front sharing of the infrastructure capital costs.

AER is in agreement with ADG’s earlier study, which reached a positive conclusion regarding the introduction of water
and sewer service to the Corridor. AER believes Stratham’s corridor is prime for commercial development and
redevelopment in the spirit of the zoning adopted by the Town in 2009. Providing infrastructure is the key to stabilizing
Stratham’s residential tax rate.

AER recommends utilizing Tax Increment Financing to potentially shorten the life of any bond issue and to provide a
mechanism to share infrastructure costs with the private sector.

! The engineering costs do not include the cost of tying into the Exeter system or the cost of any land acquisition with Stratham to
provide this infrastructure. Such costs should be calculated and incorporated into the financial model prior to the town pursuing
bonding authority to re-evaluate the viability of introducing infrastructure to the corridor.



Stratham Route 108 Corridor Infrastructure Financial Feasibility Analysis

This analysis was completed by Applied Economic Research under contract to the Town of Stratham. Its purpose is to
analyze the financial feasibility of introducing municipal sewer and water within the town’s Gateway Corridor, which
extends from Route 101 to the Stratham town center (Winnicutt Road).

As the analysis evolved of the oversight of the Corridor Study Committee, the financial feasibility of utilizing Tax
Increment Financing (“TIF”) became the primary focus of the analysis. A TIF, is a method of capturing the increase in
property tax revenues within a designated district over a base year and applying that increase (tax increment) to retire
the principal and interest on bonds issued to fund infrastructure improvements—in this case the phased provision of
municipal sewer and water within the Gateway Corridor.

This analysis incorporates cost estimates prepared on behalf of the Town by Weston and Sampson Engineers. In their
analysis of infrastructure costs 2 Weston and Sampson identified several potential phases for the extension of
infrastructure within the Gateway Corridor:

e Phase A (1), Extending from Route 101 to Market Basket;

e Phase A (2), Extending from Market Basket to Frying Pan Lane;

e Phase B, Extending from Frying Pan Lane to Bunker Hill Avenue;

e Phase C, Extending from Bunker Hill Avenue Town Center (Winnicutt Road).

A map depicting the proposed TIF District and these phases is on the following page. This analysis considers the costs
and revenues emanating from serving the district as whole, as well as the likely phasing of the introduction of municipal
sewer and water beginning at Route 101 and moving northerly as justified by demand, feasibility and need (initially
phase A (1).

AER has incorporated Weston and Sampson’s phasing and cost estimates into this TIF financial feasibility analysis. The
Gateway corridor was also the subject of a prior analysis prepared by ADG Associates dated November 2016.3 The
current analysis expands and updates the ADG study, incorporated herein by reference.

22 5ee Weston and Sampson memorandum dated 1/23/2019 to David Moore et al.
3 See “Route 108 Corridor Study for Stratham New Hampshire” ADG Associates, November 2016.
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The gateway corridor TIF District today has the following major characteristics:

Area
Al
A2

Subtotal
B
C

Total

The Corridor Today

Area Subtotal Data

Assessment
Subtotal
Building Total Building
Land Acres Square Feet Building Features +Features Land Total
111 535,230 S 19,867,500 3,002,000 $ 22,869,500 S 21,291,736 S 44,161,236
33 85,144 S 3,826,600 438,100 S 4,264,700 $ 8,054,900 $ 12,319,600
143 620,374 23,694,100 3,440,100 27,134,200 29,346,636 56,480,836
101 323,294 S 11,970,000 966,200 S 12,936,200 $ 12,308,931 S 25,245,131
134 386,890 S 14,786,500 1,447,800 S 16,234,300 S 11,856,552 S 28,090,852
379 1,330,558 50,450,600 5,854,100 56,304,700 53,512,119 109,816,819

C:\Users\owner\Documents\Stratham corridor analysis\2019 05\[201801 district properties per 2019 12 21 map
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The properties included in the proposed TIF district by Subarea are set forth in Addendum A.

TIF districts are enabled by the State of New Hampshire, RSA 162-K:1 — 15. The RSA sets limits on the maximum amount
of assessed value or land area, permissible within the combined TIF districts in a community. The proposed Gateway

Corridor TIF district is the only TIF in Stratham. The statute requires that either the land area or assessed valuation

within the community’s TIF district fall below the respective maximums.

The proposed District’s figures relative to the statutory limits are:

Test of TIF RSA Limits

2019 01 22 per 2018 12 21 map
TIF Total Assessed Value
Town Assessed Value (Inc. Utilities)
Corridor as % of Town
Statutory Limit

Corridor Acreage

Town Acreage (per Prior TIF)
Corridor % of Town
Statutory Limit

109,816,
1,276,160,

819
504

8.6%

9;

8%

379
664

3.9%
5.0%

C:\Users\owner\Documents\Stratham corridor analysis\2019 05 01\[test of
TIF 01 2019.xIsx]Sheetl

Although the assessed valuation within the proposed district modestly exceeds the statutory limit, the proposed district

is in accord with the RSA limitations because it encompasses only 3.9% of the town’s land area, which is less than the
5.0% maximum RSA limit.




Development Rationale

Stratham is more dependent on its residential tax base than the overall average of Rockingham County communities:

Share of Assessed Value By Property Type

Public
Community Residential Commercial Utilities
Stratham 84% 14% 2%
Rockingham County Average 75% 18% 7%

C:\Users\owner\Documents\Stratham corridor analysis\2019 05
01\[comparative tax base.xIsx]Sheetl

The underlying rationale for introducing sewer and water in to the Stratham 108 corridor Is that the corridor is currently
underimproved, at least partially because of a lack of municipal sewer and water service. As a result, the burden of
paying for town and school functions falls disproportionately on residential properties.

Stratham has few viable options to broaden its tax base. More intense use of the Gateway Corridor is the prime
opportunity available to the community.

As part of this analysis, AER compared assessed valuation per acre within the Stratham TIF district with that of the
immediately abutting Route 108 corridor in Exeter, with the following result. The assessed valuation per acre in Exeter,
including land and buildings is 60% greater than the comparable figure in Stratham:

Comparative Assessments
Stratham Zone A-1

and A-2 Exeter Portsmouth Ave**
Non Residential Land Value S 29,346,600 S 32,778,900
Non Residential Land Area 143 114
Non Residential Land Value per Acre S 205,000 S 288,000
Total Non Residential Bldg Assessment*** S 27,134,200 S 39,691,900
Non Residential Land Area 143 114
Building Assessment per Acre S 190,000 S 348,000
Total Non Residential Assessment S 56,480,800 S 72,470,800
Non Residential Land Area 143 114
Total Assessment per Acre S 395,000 S 636,000

*/See Addendum A
**//exeter assessments portsmouth ave sorted by use code
***includes assessed featurs
C:\Users\owner\Documents\Stratham corridor analysis\2019 05 01\[comparative corridor



The assessed valuation per acre within the Stratham 108 Corridor is significantly lower than along Route 108 in Exeter
because:

e The density of buildings per acre is lower in Stratham than in Exeter, partially because land must be set aside for
wells and septic systems in Stratham.

e The character of development in Stratham tends to be of lower value per acre (car dealerships, for example)
than higher valued uses in Exeter—retail, office, lodging, etc.), which are more common in Exeter than Stratham;

e The Gateway Corridor has not captured its fair share of new, higher density regional market development,
because of a lack of sewer and water services;

e lLand values per acre in the Stratham Corridor are lower than along Portsmouth Ave in Exeter because of the lack
of sewer and water;

This finding is consistent with that of the previously cited ADG study. The experience of Exeter and other New
Hampshire communities (Route 3 in Bedford, and Pettengill Road in Londonderry for example) indicates that if
municipal sewer and water utilities are available within Stratham’s Gateway Corridor, the value) of the underlying land
will rise, new investment will be attracted, and existing improvements will be renovated, upgraded and expanded. The
TIF concept has been successfully deployed in several New Hampshire communities including Concord, Franklin, Jaffrey,
Claremont, Laconia, Keene, Dover and Peterborough.

In 2013 Market Basket, submitted a site plan application to the town to upgrade their Stratham store. That upgrade
would require municipal sewer and water to do so. An illustrative comparison of the Stratham Market Basket to the
newer free-standing Market Basket in Tilton, New Hampshire indicates that if a similar Market Basket was developed in
Stratham, the assessed value of the parcel would be $2-3 million higher.

Stratham Tilton Difference
Building S 1,804,600 S 4,216,500 S 2,411,900
Features S 132,100 S 741,200 S 609,100
Subtotal S 1,936,700 S 4,957,700 S 3,021,000
Building Area 63,398 68,029 S 4,631
Subtotal per Square Foot S 30.55 S 72.88 S 4?2
Land Value S 2,813,400 S 2,122,000 S (691,400)
Acres 10.67 30.94 S 20
Land Value per Acre S 263,674 S 68,584 S (195,089)
Total Value S 4,750,100 S 7,079,700 S 2,329,600

E:\Stratham corridor analysis\[market basket tilton and Stratham.xIsx]Sheet1

There are other existing improvements within the corridor that would likely be upgraded if municipal sewer and water
were available, based on preliminary discussions with the town planner. Also, if sewer and water were available, new
private investment on vacant or underutilized sites would likely occur based on market analysis in the previously
mentioned ADG analysis. The Seacoast market, of which Stratham is a part, is one of the most affluent and fastest
growing regional markets in the State.
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Infrastructure Alternatives

Stratham has several options to bring municipal sewer and water service to the Gateway corridor. Weston and Sampson
Engineers have estimated capital costs* as follows:

Alternative 1 Alternative 2  Alternative 3 Alternative 4 Alternative 5

Water Exeter Stratham Exeter Stratham Exeter
Sewer Exeter Stratham Newmarket Newmarket Stratham
Area

A-1 S 10,700,000 34,000,000 $29,800,000 S 40,800,000 S 23,400,000

S
A-2 $ 2,400,000 $ 7,300,000 S 2,400,000 $ 1,500,000 S 8,200,000
B S 7,800,000 $ 7,100,000 S 7,600,000 S 2,100,000 S 12,600,000
C S 8,400,000 S 3,000,000 S 6,700,000 S 6,700,000 S 10,600,000
Total $ 29,300,000 $ 51,400,000 $46,500,000 $ 51,100,000 S 54,800,000

Source: Weston and Sampson 12/7/2018

AER has modeled the financial feasibility of bringing sewer and water to the Gateway Corridor under each these
alternatives. Upon conclusion of AER’s modeling, AER has determined the only scenario that is financially viable for
Stratham to consider is Alternative 1, which would bring sewer and water service to the corridor by tying into the Exeter
systems. Costs for other alternatives are significantly higher than Alternative 1. The cost of serving the entire corridor
under Alternative 1, is $29.3 million versus $46.5-54.8 million under the alternative concepts. The latter costs exceed
the incremental revenues likely to be realized if sewer and water service are extended within the corridor. Alternatives
2-5 would require substantial private funding that does not appear likely at this time.

4 The cost estimates developed by Weston and Sampson do not include any land acquisition costs or the costs other communities,
(Exeter, Stratham, or Newmarket) might impose to grant access to their utility systems. These costs include the cost of installing
gravity and forced main piping within the Gateway Corridor.



The breakdown of phased costs within the corridor presuming tie-ins to Exeter as estimated by Weston and Sampson

are:
Alternative 1
Total
Area Description Utility Capital Cost

A-1 | Stratham Exeter Town Line to Market Basket Exeter Water > 3,600,000.00
Exeter Sewer S 7,100,000.00 | S 10,700,000.00

A Market Basket to Frying Pan Lane Exeter Water > 900,000.00
Exeter Sewer S 1,500,000.00 | S 2,400,000.00

B Frying Pan Lane to Bunker Hill Avenue Exeter Water > _5,500,000.00
Exeter Sewer S 2,300,000.00 | S 7,800,000.00

c Bunker Hill Avenue to Town Center Exeter Water S 3,000,000.00
(Winnicutt Road) ExeterSewer | $ 5400,000.00 | ¢ 8,400,000.00

Exeter Water Total $ 13,000,000.00

Exeter Sewer Total $ 16,300,000.00
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Financial Analysis

AER has developed a financial model analyzing the viability of providing municipal sewer and water service within the
Gateway Corridor. Two scenarios were analyzed:

1. Providing sewer and water service to the entire Gateway Corridor in a single phase;
2. Phasing the introduction of sewer and water to Area A-1 (from Route 101 to Market Basket.

The model incorporates proposed TIF financing contemplated by the Town since 2017. The model considers a variety of
factors likely to influence the ultimate viability of introducing sewer and water service to the TIF District in addition to
the above costs. The assumptions incorporated into the model are set forth in Addenda B and C. Discussions with
Weston and Sampson and the Gateway Study Committee indicate that the improvements will most likely be phased,
with an initial phase extending services from the Exeter-Stratham town line to Market Basket

Narratively speaking these assumptions presume:

e That the Stratham infrastructure costs will be as estimated by Weston and Sampson in December 2018;

e That the community will not initiate the infrastructure improvements until commitments for $500,000 in front-
end private tie-in fees are secured;

e That an average of 15,000 square feet per year in new construction will be built presuming Phase A-1, and
20,000 square feet per year presuming the entire corridor is served-- at an assessed value of $100 per square
foot will be developed per year. These figures are consistent with a prior build-out analysis performed for the
town taking zoning and physical land characteristics into account;

e That assessed land values per acre will increase by 25% upon extension of sewer and water within the corridor,
consistent with the Portsmouth Avenue Exeter assessments;

e That current assessments and the Stratham tax rate will rise in lock-step with anticipated inflation—currently 2%
per year;

e That the town will bond the proposed improvements at prevailing municipal bond rates (currently 4%) with a
30-year level payment bond;

o That 100% of the Stratham tax rate will be applied to retire the TIF bonds

e That 10% of annual debt service will be paid for through tap fees from new development and sewer/water user
fees from users within the corridor;

e That Exeter will impose reasonable tie-in fees to access their sewer and water infrastructure.

Within the range of possible assumptions for this analysis, these assumptions are viewed as lying at the conservative
end of the possible range of assumptions.
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Long -Term Viability of Bringing Infrastructure to the Entire Gateway Corridor

The fundamental test of the desirability and viability of providing sewer and water service to the utilizing TIF financing is
to (1) compare the incremental revenues (Tax Increment) resulting from bringing sewer and water to the Gateway
Corridor to (2) the cost of principal and interest on the bonds issued to pay for the sewer and water infrastructure costs.
The results of the analysis examining the revenues and costs within the District over the presumed 30-year life of the
bond issue are detailed in Addendum B to this report. Briefly stated, over the life of the 30-year bond the major factors
structuring the flow of funds are:

Infrastructure Costs S 29,300,000
Less: Initial Tie-In Fee (Market Basket or Other) S (500,000)
Initial Bond Principal Amount S 28,800,000
Total Debt Principal and Interest (30 years) S 49,980,000
Less: Private Share (Tap and User Fees @10%)) S (4,998,000)
Municipal Share of Principal and Interest S 44,982,000
Total Increase in Tax Revenues (Tax Increment) S 127,529,000
Less:Muncipal Share of Debt Service S (44,982,000)
30 Year Surplus (Deficit) S 82,547,000
First Year of Positive Cash Flow 7
Break Even Year 12

C:\Users\owner\Documents\Stratham corridor analysis\2019 05 01\[2018 12 20 financial
feasibility entire district 32.0.xIsx]Sheetl

The figures indicate that over the 30-year life of the bond, the increase in tax revenues exceeds the municipal cost of the
bond issue by just over $82 million. Under the assumptions in this analysis the annual cost of principal and interest
exceed incremental revenues until year 7. Thereafter, the increment in tax revenues is greater than the annual debt
service. By year 12, the cumulative incremental revenues exceed the cumulative debt service costs and continue to
build in subsequent years.

These calculations presume that the town elects to bring sewer and water service to the entire Gateway Corridor in one
single phase. While demonstrating that the TIF district is viable over an extended time frame, the calculations point to
the desirability of phasing the introduction of infrastructure to the Corridor, because it would take 12 years for
cumulative incremental revenues to exceed cumulative principal and interest costs. Given the inherent uncertainty in
long term projections, a 12-year payback period carries with it significant risks. While new investment and incremental
revenues my grow faster than presumed in this analysis, the converse is also true—the pay-back period could be longer
than projected herein. Phasing is probably preferable as a means to mitigate risks.
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Viability of Bringing Infrastructure to Phase A-1

AER has also analyzed the financial feasibility of a phased improvement program, bringing sewer and water from Route
101 to Market Basket (Phase A-1) as a first phase of the overall introduction of sewer and water to the entire district.
The town could extend these utilities in subsequent phases as demand and financial feasibility warrant. The
calculations for this first-phase analysis are in Addendum C. As previously noted, the town would be able to begin this
phase once private entities (possibly Market Basket or other Corridor property owners) agree to an initial buy-in--
$500,000 is presumed in this scenario-- and costs to tie into the Exeter system are identified

The results of the analysis examining bringing sewer and water from Route 101 to Market Basket (Phase A-1) indicate:

Infrastructure Costs S 10,700,000
Less:Initial Tie-In (Market Basket or Other S (500,000)
Initial Bond Principal Amount S 10,200,000
Total Debt Principal and Interest (30 Years) S 17,700,000
Less Private Share (Tap and User Fees@10%) S (1,770,000)
Municipal Share of Prinicipal and Interest S 15,930,000
Total Increase in Tax Revenues (Tax Increment) S 64,078,000
Less: Municipal Share of Debt Service S (15,930,000)
30 Year Surplus (Defiit) S 48,148,000
First Year of Postive Cash Flow 5
Break Even Year 8

C:\Users\owner\Documents\Stratham corridor analysis\2019 05 01\[2018 12 20
Alternative 1 Zone A-1 Route 101 to Market Basket.xIsx]Sheetl

The results indicate that extending service to Market Basket under the assumptions in this analysis is financially
feasible®, with tax increment revenues exceeding principal and interest payments to extend sewer and water by just
over $48 million. The tax increment begins to exceed debt service payments in year 5 and the overall cumulative cash
flow becomes positive in year 8 of the analysis. As such, considering the shorter payback period, phasing the
introduction of sewer and water is preferable to serving the entire corridor initially.

//2019 05 01 financial analysis 4.0

5 Presuming Exeter fees are reasonable and current Corridor property owners participate in $500,000 =/- of the up-front costs.
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ADDENDUM A



STRATHAM TIF DISTRICT PROPERTIES
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ADDENDUM B



STRATHAM ROUTE 108 CORRIDOR
INVESTMENT MODEL — ENTIRE TIF DISTRICT
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STRATHAM ROUTE 108 CORRIDOR
INVESTMENT MODEL
PHASE A-1 ROUTE 101 TO MARKET BASKET
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Gateway Corridor Analysis Supplemental Observations

May 10,2019

Applied Economic Research has submitted its analysis of the financial feasibility of bringing sewer and water services to the

Gateway Corridor. This report presents supplemental observations requested in the Scope of Servicesin the Agreement
between AER and the town dated August23, 2018.

Will water and sewer infrastructure pay off?

Yes. This point is fully addressedin AER's analysis. It will pay off if tie-ins to Exeter can be secured at a reasonable cost and if

property owners in the corridor participate in the funding of the introduction of sewer and water to the corridor.

How long might it take?
This point is full addressedin AER's analysis-8 to 12 years, depending on phasing.

What happens to homeowner tax burden with and without the Gateway infrastructure?

AS noted in AER's report and in the previous ADG analysis, Stratham does not have a viable option, other than the
Gateway Corridor to diversify its tax base. Stratham is more heavily dependent on its residential tax base than the average
Rockingham County community (84% versus 75%). AER has analyzed the impact of new development in a variety of New

Hampshire settings over the past 40 years. Generally, nonresidential development more than pays its way, lightening the
burden of residential taxpayers.

What happens if we do nothing?
The tax burden will continue to fall heavily on residential taxpayers, who will either see rising taxes or reduced service

levels. Moteover, the Town will need to address its current zoning within Gateway district as it proposes a development

pattern (uses and densities) that cannot be achieved without water and sewer infrastructure.

What happens to Route 108 traffic volume with and without Gateway infrastructure recognizingthe new street layouts
with the Gateway Plan?

Traffic will increase as development activity occurs. Itis typical that as major new development is proposed, developers are

required to provide atraffic impact analysis and mitigate traffic impacts. Many communities impose traffic impact fees to
offset the impact of new development.

What is the current and future commercial demand for the type of zoningStratham can offer?

The ADG analysis found significant support for nonresidential development within the corridor. AER concurs, noting that
the Seacoast region is among the fastest growing and most populous in the State. Portsmouth Avenue in Exeter is essentially
fully developed, while there are development parcels available within the Gateway Corridor in Stratham and more will open

up if municipal sewer and water are provided, displacing the need for on-site septic systems and wells.



Are there other development options that would better achieve our objectives that we have not considered?

No. The industrial park cannot accommodate new users and there is no other prime development corridorin the town.

What is the projected long-term tax revenue with and without Gateway infrastructure development?
AER"s analysis found a 30-year surplus of $82 million in tax revenue over and above the cost of providing sewer and water in
the Corridor. Without the infrastructure revenues from corridor properties will grow slowly because sewer and water

services support higher density development and higher land values.

What are current commercial development trends?
Commercial development in the Seacoastis active, but the Gateway Corridor is not achievingits fair share of new,

quality development, partly because of the lack of municipal sewer and water. This point was highlighted in the ADG
analysis and is confirmed by AER.

What commercial mixes are working best in this type of zoning?

Many New Hampshire communities (Bedford, Dover, Rochester, etc.) are adopting performance zoningrather than relying
on more tightly confined, ‘traditional zoning’. The Gateway Corridor has performance zoning, but unlike its municipal
counterparts, does not have the infrastructure to the proportionately sized New higher quality developments along transportation
comdorsareoccurring in the State which present the mixture of retail, office and residential uses on a single, generally large,
site. Comparable development to Stratham’s corridor is illustrated by Mashpee Commons (in what community) and even, to
a degree, “The Brickyard’ in Epping. Mixed use developments of this type and scale would be permitted under current
Cotridor zoningif provided the adequate municipal services to suppott them.

Do we need to adjust our zoning in order to be successful?

Ensuring the current zoning will achieve its most full potential with water and sewer in place, some adjustment may be
needed. One distinct observation AER made, was the very limiting nature of the 15, 000 square foot maximum building
footprint restriction within the Gateway Central District. Stratham should consider revising this regulation to better
accommodate development options which will help ensure greater use. Conway, NH once had a similar restriction within
one of their commercial corridors. The corridor struggled to develop. Once the zoning was amended to remove the

footprint restriction, corridor development in Conway flourished.

What approaches to funding this type of infrastructure have been shown to be successful?

The AER analysis found Tax Increment Financingto be a viable way to fund sewer and water, provided a tie-in to Exetet's
system is achieved at a reasonable cost and that property owners participate in the funding of this new infrastructure. There
are limited sources of outside funding, however funds for providing safe and reliable drinking water are expected
to become available. Similarly, focus on infrastructure investment by the federal government is garnering
wide support in recognition of the need to update aging infrastructure and also modernize systems to meet
regulatory goals and better steward the environment. The Town would be well positioned to compete for

resources as our project aligns with these goals.



