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i | * Economics 101

sl ¢ Economic trends

e Energy industry trends
e Economic impacts

e Fiscal impacts
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Presenter
Presentation Notes
Impact is a word used by economists to describe effects. They can be either positive or negative. 
Economic impacts are changes in local business activity caused by investment and spending decisions. Decisions affected by demand and supply  


What are Economic Impacts?

Economic impacts are effects on the level of economic
activity in a given area. These are viewed in terms of:

o Business output or sales volume

> Value added or gross regional product
o Wealth, including property values

o Personal income, including wages

> Jobs

Does not include individual user benefits or broader
social impacts such as a changes in amenity of

quality of life factors

(Economic Development Research Group)
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Presentation Notes
Impact is a word used by economists to describe effects. They can be either positive or negative. 
Economic impacts are changes in local business activity caused by investment and spending decisions. Decisions affected by demand and supply  


What are Fiscal Impacts?

o f Fiscal impacts are changes in government
R revenues and expenditures
| Fiscal impacts can be brought about by

economic impacts which affect government
revenues and expenditures by

o Expanding or contracting the tax base
> Changing demand for public services

(Economic Development Research Group)
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Garfield County Natural Gas Production
Billion Cubic Feet (BCF) Per Year
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Henry Hub $pot Gas Prices

Natural Gas Spot Prices at the Henry Hub
2004 - 2012
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Active Drilling Rigs in Garfield County
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Annual Well Starts Garfield County
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NUMBER OF ACTIVE COLORADO OIL & GAS

- WELLS BY COUNTY

87.0% of Colorado’s 50,254 active wells are located in these 6 counties
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Garfield County v. State and Mesa County

Factor Garfield
County

Mining and Well 1,457

Permits

Total Mineral 688

Production

Oil/Gas 1,047

Employees

FML Generated $45.6m

Statewide

Garfield
County
% of State

15.6%

20.1%

8.3%

27.1%

Mesa
County
% of State

2.5%

1.2%

26.7%

3.3%

*Source: Colorado Dept of Local Affairs — based upon FML distributions
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Per Capita Personal Income
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Garfield County Labor Force Trends

Labor Force, Employment and Unemployment %
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Unemployment Rate
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Garfield County Employment by
~ Industry Sector 2011.04
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Garfield County Employment by
Industry $ector 2011.04
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Garfield County Employment Change
by Industry Sector 2001 to 2010
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Fo g

Projected Employment Change by Industry Sector

Colorado 2011 to 2021
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Direct Impacts to the Area Economy

" Jobs — Garfield has 1,047 jobs in 2012 - 4th in
the state (Denver, Weld, Mesa)*

*Source: Colorado Dept of Local Affairs — based upon FML distributions

* Compensation — industry has significantly
higher wages. In Colorado 244% higher than
state average. Approximately $51ph v. $21ph*

*Source: Colorado Department of Labor and Employment

[e, Garfield County



Presenter
Presentation Notes
FML numbers are residents of Garfield County employed in the industry
Other employment numbers are number of jobs at the Garfield County location of the company, some of which may be held by residents of other counties
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Indirect or $econdary Impacts

* Generated by production, employment and income
in other businesses/industries which supply the
energy industry e.g. trucking, frac’ing, etc

o Difficult to measure but can be done using a
multiplier - a measure of additional activity created

* Jobs multiplier for O&G is relatively high at 3.9*
(similar to hi-tech manufacturing). For every direct
job there are 3.9 additional jobs created.

*Source: Colorado Office of Economic Development and International
Trade, Bureau of Economic Analysis

[e Garfield County



Presenter
Presentation Notes
Indirect impacts are especially difficult to measure in Garfield county since many of the main contractors to the industry, such as Halliburton and Schlumberger, are located in Mesa County. The jobs are reported in Mesa County but may be held by individuals residing in Garfield County. Garfield County realizes the indirect benefits but they are difficult to quantify using the usual measures such as direct number of jobs, etc. 



Indirect or $Secondary Impacts

In Garfield County # Jobs # Jobs

Per FML/DOLA Per CDLE

Direct O&G 1,047 2,426
Indirect O&G 4,083 9,461
Total O&G 5,130 11,887
% of Total Labor force 15% 36%
(33,298)*

*Source: Colorado Department of Labor and Employment December 2012 [e Garfield County
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Presentation Notes
Indirect impacts are especially difficult to measure in Garfield county since many of the main contractors to the industry, such as Halliburton and Schlumberger, are located in Mesa County. The jobs are reported in Mesa County but may be held by individuals residing in Garfield County. Garfield County realizes the indirect benefits but they are difficult to quantify using the usual measures such as direct number of jobs, etc. 



Assessed Values and Property Tax

» Assessed value is the value of all property
in the County and a economic measure of
wealth (economic impact)

* Property tax revenue supports public
schools, county, governments, special
districts, municipal governments and
junior colleges. All of the revenue
generated by property taxes stays within
the county (fiscal impact)

[@ Garfield County




Assessed Value Distribution 2012

Public Utilities
2.2%

Vacant Land

3.4%
Production 70% Commercial
Personal property 30% and Industrial
9.0%

Source: Garfield County Assessor [e Garfield County




Garfield County Assessed Values 2000-2012
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Presenter
Presentation Notes
The indirect benefits are hard to quantify but include the values of property owned by supporting industry (e.g. sand and gravel supplier) and employees for example.


Change in Assessed Value 2010 to 2011
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Presenter
Presentation Notes
Oil and Gas assessed values are primarily from production – 70%
Oil and gas only sector above the average



Garfield County Top Taxpayers

Company 2012 Assessed
Value
WPX Energy Rocky $894,786,370
Mountain, LLC
Encana Oil & Gas (USA) Inc $469,538,300
Bill Barrett Corporation S318,725,580
Oxy USA S133,424,460
Bargath, Inc $82,581,170
Grand River Gathering, LLC $66,504,600
Enterprise Gas Processing, $59,149,420
LLC
Antero Resources $57,079,170
Chevron $36,397,790

[e Garfield County


Presenter
Presentation Notes
All of Garfield County’s top ten taxpayers are in the oil and gas industry. Compared to Mesa County where only 6 of the top ten are O&G. Mesa County’s highest assessed valuation is Oxy at $49m – 6% of Williams. Garfield County’s top ten account for 7 times more assessed value than Mesa County.

In 2011 OIL & GAS total  assessed value $2,032,264,740 
Oil & Gas Production $1,439,552,250 
Oil & Gas Personal Property $ 592,712,490 

http://www.encana.com/
http://www.encana.com/

Economic Impacts - Operator Profile
WPXENERGY.

[ — D

= Piceance capital spending budget in 2013: $340m

* Employees in Parachute: 210

" Colorado royalties paid to private landowners in
2012: S121m

= Colorado property taxes paid in 2012: $62m
= Colorado payroll in 2012: S46m

k-CoIorado vendors and service providers hired: 740/

[e, Garfield County



Presenter
Presentation Notes
The contributions of operators helps offset some of the negative impacts of the industry such as heavier vehicle traffic on County roads.


Economic Impacts - Operator Profile

@ Bill Barrett Corporation
/ $208m \

* Garfield and Mesa County 4H livestock auctions
» Relay for Life

» Rocky Mountain Elk Foundation

* Colorado Mule Deer Association

* Girl Scouts

* CMC dual enrollment program for high schools in the
Rifle and Parachute districts

* National Wild Turkey Federation

» Muscular Dystrophy Association
k(jolorado Cattlemen’s Association /

[@ Garfield County
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Presentation Notes
The contributions of operators helps offset some of the negative impacts of the industry such as heavier vehicle traffic on County roads.


Economic Impacts - Operator Profile
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Parachute office employees: 188
Community investment:

= 2011 -$459,750

= 2012 - $355,765

~
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Non-County/Operator Support

Examples of operator support
impacting local organizations

and the economy, including:

= Williams donation of S1 million to CMC helped fund
the Williams Technology Wing of the college's West
Garfield Campus, Encana donation of S3m to fund
CMC’s Encana Academic Center - educating and
preparing students for our future workforce

= Shell, Bill Barrett Corp., Chevron, Encana, Williams and
others have assisted in underwriting CMC programs
such as EPIC (Energy professionals in classrooms) and
Process Technology

= Other community support includes United
Way, 4H, County Fair and Air Show sponsorship, etc

[e Garfield County




Fiscal Impacts to Garfield County




- Garfield County Revenues
2013 Budget - $107,938,349

_ i Licenses and Fines and
&= Permits Charges for
’ $254,000 Services
0% $9,113,296
9%

Forfeitures
$112,560
0%

Investment
Earnings
$1,075,666
1%
Contributions
$865,731
1%

Miscellaneous
Revenue

$3,657,499
Property tax $53.7m "y

[e Garfield County




How important is it?

Revenues % Budget 2013
Total 100% $107,938,349
Derived from tax 60% $34,492,231
KEkiicited Property tax 83% $53,673,340
Oil and gas industry 73% $39,181,538
enanny 0&G production 70% $27,427,077

3

SEEEEEE of all Garfield County
"""" revenues are derived from
‘‘‘‘‘‘‘‘ property taxes on oil and gas
industry

of all Garfield County
revenues are derived from

property taxes on oil and gas
production

SR @Gmﬁeldamng;



Garfield County Property Tax Revenue

After a significant drop in 2011, 2012 and 2013 property tax
revenues picked saw a moderate increase
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Presentation Notes
Property tax revenues follow the cycles of the oil and gas industry. 


Henry Hub $pot Price Analysis

Henry Hub Gulf Coast Natural Gas Spot Price

Dollars/Mil. BTUs
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2012 2.12 32%
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2014 Property Tax Forecast

Total Assessed Value (AV) 2012 = $3.9bn

Total gas production AV = $2.5bn
Gas Production of total = 63.7%
Decline in HH Spot price in 2012 = 32%

v

Decline in Total AV/Property Tax 2014 = 20.4%

[e Garfield County




Garco Property Tax Revenue
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HH Spot Price, #Drilling Rigs, Garco PT
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Disclaimer

Many unknown variables:

* Hedged contracts

» Natural gas liquids (value and % of gas production)

» Total volume of gas production (assumes it is steady)

e Timing and price of production (annual averages used)

£ MAZIL ANDEZSON WINW ANDEETOONS.COM

"It's an inexact science.”

[e Garfield County



Other Revenues

‘ )

Investment
Earnings
$1,075,666

1%

Miscellaneous
Revenue
$3,657,499
3%
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Presenter
Presentation Notes
Message: Positive - Without O&G the other taxpayers in the community would have a much greater tax burden to provide the  same level of services. Negative – we are highly dependent on the industry and its cyclical nature.


Sales Tax Revenue

Although more modest in amount, sales tax revenues
are also affected by the energy industry :

= Sales taxes charged directly to companies within the
industry

= Sales tax charged to companies that supply or
support the industry

= Sales tax generated as a result of spending by
households who are employed directly or indirectly by
the industry

It all adds up!

to Garfield

Countyin 2012



Presenter
Presentation Notes
Estimated sales tax collections of $10m before refunds


Operator Contributions

* A number of both Garfield County and
local projects have been and are supported
by our O&G operators

/ Example: \

2009 Reconstruction of CR204

Total Cost: $22,972,539
Funding Sources:
Garfield County $1,500,000
DOLA $1,500,000

\Chevron $19,972,539/ __



Presenter
Presentation Notes
The contributions of operators helps offset some of the negative impacts of the industry such as heavier vehicle traffic on County roads.


Operator Contributions

In 2009, in addition to the Chevron contribution, monetary
contributions totaling 51,416,209 were received from:

@ = Antero Resources

= Bill Barrett Corporation

= Encana

= Enterprise Gas LLC

= Laramie Energy LLC

= Noble Energy

= OXY USA

= S G Interests

= Williams Production RMT

Contributions were used to assist the Road & Bridge
Department for payment for MAG Chloride, water
trucks, gravel and asphalt paving and road repairs (CR’s
326, 301, 306, 309)

[e Garfield County
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Operators will also participate in County projects in 2012 – the W. Parachute Interchange being the main example.


Oil and Gas Mitigation Fund

= Established by the BOCC in 2006 for the receipt and
expenditure of monies towards the “mitigation of
adverse property, social and environmental impacts
of oil and gas related activities”

* Funds came from the state severance tax on energy
and mineral production, and from a portion of the
state's share of royalties paid to the federal
government for mining and drilling of minerals and
mineral fuels on federally-owned land (also known as
FML)

= Since 2011 FML monies have been redirected to FML
District. In 2012 $3,769,875 was allocated for use by
local governments and non-profits

[e Garfield County
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Note: In 2013 no revenues are budgeted for this fund. FML will go to District and Severance goes to Road & Bridge for Una Bridge project


Oil and Gas Mitigation Fund

The fund balance currently stands at $17.9m

Budgeted expenditures for 2013 total S4m

CSU Air Monitoring Study $207,019
Energy Master Plan $135,000

Glenwood Springs Infrastructure $800,000
Carbondale Infrastructure $500,000

New Castle Infrastructure $500,000

Silt Infrastructure $1,000,000

Douglas Pass Tower $300,000

Ruedi Water Rights $600,000

[e Garfield County
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Note: In 2012 no revenues are budgeted for this fund. FML will go to District and Severance goes to Road & Bridge.
$100k expenditure in 2011 is the only draw on the fund


What it all means....

The economic and fiscal impacts of the
energy industry in Garfield County are
significant to the financial well-being of
Garfield County, both to the government
and the area economy as a whole.
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