drd Quarter 2011

Volume 2, Issue 3

Newsletter Advisory Board

Terry Carwile, Yampa Val-
ley Partners Board President

Scott L. Ford, Economic Data
Advisor

Randy Rudasics, Small Busi-
ness Development Center,
CMC

Inside this issue:

Retail Sales 2-3
Employment 4-5
Real Estate B-7
Construction 8
Energy g
Spatlight on Natural Gas 10-1

Yampa Valley Partners Info 12

Yampa Valley Partners

Regional Economic Forecast

Moffat and Routt Counties

Encouraging Signs of Economic Recovery

Just when you cannot hear of another
bankruptcy or job loss, signs begin to
appear that brighter days are ahead. The
economic stress indicator has surpassed
the equilibrium since the fourth quarter
of 2007. This is good news! Finally
there are more jobs than workforce and
employers are beginning to hire once
again. These numbers are slowly in-
creasing and chug along.

Consumer spending has hovered in the
sixties, lower seventy dollar range for a
couple of months. Take home: consum-
ers are reluctant to spend and are choos-
ing to spend carefully.

Gross retail sales will be up for third
quarter over last year which will be the
last hurrah for some time. Gross retail
sales in fourth quarter are forecasted to
soften from last year’s increase.

Our counties median housing price has
decreased 12% from last year. Com-
pared to some of our neighboring coun-
ties, we have affordable places to live.
The foreclosures have leveled off a bit
but probably because of lender paper-
work backlog versus less houses going
into foreclosure. This is still a concern
as people try to dig themselves out of
their recession debt.

In the third quarter, the 30 year mortgage
interest rate forecast peaks in August
then declines a bit. October and Novem-
ber the rate hits 4.38% and then starts to
climb through January 2012. Looking at
the 30 year conventional mortgage inter-

est rate trend it looks like we are on our way
to an upward interest rate path.

Our residential construction industry re-
mains stagnate. Although we have some
home sales due to the time of year, it is not
enough to significantly reduce inventory
and spur building of new homes. Remodels
and ad-
ditions
continue
to be the
con-
struction
activity
in Routt
county
along
with
some commercial in Walgreens and CMC.

A major power transmission project will run
through the top Northwest corner of Moffat
county. Read more about who, what and
why this is happening in our neck of the
woods on page 9.

Our spotlight this quarter is on oil and gas
economics. Yampa Valley Partners felt this
was pertinent to our times when so many
leases are being bought up in both counties.
The Community Agriculture Alliance and
Yampa Valley Partners will be joining to-
gether to host an oil and gas forum in Sep-
tember. Stay tuned for more details as we
pursue the ability to provide good neutral
information for you.

The economy is recovering albeit at a
snail’s pace.

More economic data is available at www.yampavalleypartners.com Email kate@yampavalleypartners.com to
subscribe and receive this newsletter each quarter. Sponsorship opportunities available.
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Gross Retail Sales

The national gross retail sales forecast is steady for the first ing up more of people’s households budgets.
part of the third quarter but then will decrease to just 1.9%.
Both Moffat and Routt counties closely correlate to na-
tional sales so we can expect between 4 to 6 percent in-
crease in gross retail sales in July and August dropping to a
1.9 percent increase for September.

Gallup Poll is reporting that daily consumer spending has
increased to $70 per day as of the end of May same trend as
Last quarter we forecasted June to be in the $70 range and
it appears that we forecasted correctly since June has been
hovering between $68 and $71.

The longer range forecast into 4th quarter shows gross re- ) ] )
tail sales softening. The projection are a decrease in gross ~ Vost of summer 2010 the average daily spending was in

retail sales starting in October by .9% traveling downward ~ the mid-sixties range. We may expect similar patters but
through December at minus 3.8%. We know that basic dropping lower entering into the fall season.
goods such as food, gasoline and energy expenses are tak-

Moffat County Gross Retail Sales Forecast

Date <0% | =05 | Whatis Forecast Value?
Gross Retail Correct | Correct | The forecast value percentage is a na-
Sales Forecast Value +/- +/- | tional retail sales forecast done by the
Jul-11 |$30,957,000 6.1% 2.1 4.8 | US Department of Commerce. With
Aug-11 [$29,759,000 6.1% 2.4 5 5 | well over twenty years of monthly data
J ! 4 s . . .
Sep-11 |$37,208,000 1.9% 57 6.0 at the national and at the county level
we are able to calculate a correla-

tion. This correlation is visible when viewing the gross retail sales graphs at the bottom of
pages 2 and 3.. The predictive correlation is stronger in Moffat than it is in Routt because
of Routt County’s seasonality. Local gross retail sales follow closely to national retail
sales. The forecast sales are determined by taking 2010 sales and applying the forecasting
percentage to arrive at the dollar amount. Since forecasting is anything but an exact sci-
ence we are showing the Department of Commerce confidence factors.

Moffat County
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Gross Retail Sales

Gross retail sales in Routt County typically follow the tourist
season with strong spending in December through March
and July through September. Hence, on the graph below
you can see the rolling sales of our seasons. The forecast for
gross retail sales will see strong summer months slowing
into September. The fourth quarter as mention will show a
decrease over last year’s monthly gross retail sales from.9%
in October, -2.9% Nov, -3.8% Dec and - 4.5% in January
2012.

The retail sales prediction for 3rd quarter 2011:
4 to 6 percent increase in July and August slowing to 1.9 percent in September

Routt County Gross Retail Sales Forecast

Date 50% 80%
Gross Retail Correct | Correct
Sales Forecast Value +/- +/-
Jul-11 |$70,346,000 6.1% 2.1 4.8
Aug-11 ($67,197,000 6.1% 2.4 5.5
Sep-11 ($79,557,000 1.9% 257 6.0
Routt County

Gross Retail Sales Index County Compared to National
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Consumer Spending

Daily Consumer Spending
14-day rolling average

$85

\ $70

A A
MANY
WALRA

f‘

A LY
W et et

575

™ [se6 '\‘
AL
i V

by g I’
AT
\

r? pﬂiw we?? oo “o‘i'w oet'\o

A
AT
i

|
|
|
\

$50

02 rW(s‘l @?®  gr®? o? 0“409 W eo!® w,.\“ por “\“.10 e o™ hm.x\ e

Source =Gallup Poll

Delivering renewable
energy...

Strengthening the western
electric grid...

Creating jobs ...

Employment

The charts in this edition of the newsletter may appear a
slightly different from the charts included in previous edi-
tions. We have learned that the data from the Bureau of La-
bor Statistics’ (BLS) Local Area Unemployment Statistics
(LAUS) are revised retrospectively based on updated data
provided by the state’s Unemployment Insurance data. With
the updated unemployment insurance data the LAUS model
becomes more accurate and the numbers are changed in the
system to reflect the change. Yampa Valley Partners will
commit to updating our data charts historically every quarter
so that we present the most accurate and current data possi-
ble.
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The good news is that it appears that both Moffat and Routt
County are emerging from a 38 month period where the eco-
nomic stress number was negative. (December 2007 to Janu-
ary 2011) A negative number means that when the current

Learn more about the proposed
TransWest Express Transmission Project
and its economic and environmental benefits at www.iranswestexpress.net

57 TRANSHEST
SN EXPRESSLLC

period is compared to the prior period (example May of 2011
to May of 2010) there are fewer jobs than there is work-
force. When the number becomes positive the opposite oc-
curs, meaning there are more jobs than workforce. The ex-
tremes on either side cause economic stress in the

county either by having high unemployment or by having a
shortage of workers. It will never be perfect —

To subscribe to the Quarterly Economic Forecast Newsletter email kate@yampavalleypartners.com
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Employment & Economic Stress

Continued from page 4

however extremes are stressful to the economy. Ideally all ~ Routt counties in early summer of 2009. From that point

of us would like to see this number remain close to zero forward it has been a slow and at times, unsteady climb
(equilibrium) so that we have a reasonable balance between out. Again, to repeat the good news in both Moffat and
the number of jobs and the size of the workforce. The Routt counties, the economic stress factor became positive

charts below highlight, from an employment perspective,  in during the first quarter of 2011.
that the depth of the recession occurred in both Moffat and

Moffat County

Unemployment Economic Stress Factor
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Real Estate

The median listing prices of home in Moffat and Routt County are down about 12% from the same time last year. The
median listing prices of homes in Moffat County $184,500 and in Routt County $439,000.

Comparable Median Home
Listing Price

Moffat Routt Eagle Garfield Gunnison La Plata Pitkin Summit Colorado National
Jun-11 $184,500 $439,000 $669,000  $289,000 $398,000 $325,000 $1,450,000  $439,000 $249,900 $189,500
Change
Mo to Mo 2.6 % 0.0 % 34 % 33 % 5.0 % 0.0 % 1.8 % 1.5 % 4.6 % 3.6%
Qtr to Qtr -1.3 % -6.4 % 43 % 14 % 03 % -1.5 % -3.0 % 2.1 % 04 % 1.9%
Yrto Yr -11.7 % -122 % 3.0 % -142 % 5.0 % 7.1 % -17.1 % 24 % 0.8 % -5.2%
G E Median Housing Listing Price
Moffat & Routt Counties
Source: Zillow.com
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Housing Units that received a Foreclosure Notice in May 2011 Routt 1 in 437
State of Colorado Average for May 2011 1in 518
National Average for May 2011 1 in 605

Comparable Colo Mtn. Counties Populations 20,000+ (May 2011)

Eagle 1 in 455 % G
Garfield 1 in 259 / - ¥ ) / 1
La Plata 1 in 692

Summit 11n 1,073
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Real Estate

Housing Affordability Index
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With the decline of home prices, low interest rates and the me- down and a fixed 30 year mortgage at current interest rates.

dian household income holding relatively steady, the housing

affordability index is at its best level in over 20 years. The af-
fordability index measures the relationship between median Moffat County = 1.11
household income, interest rates, and home prices. The afforda-
bility index used in this newsletter is modeled after affordability
index done monthly by the National Realtor Association. Foreclosure Activity

Affordability Index Values:

Routt County = 0.98

Routt County currently has a higher foreclosure rate that is 16%
higher than the state average and 27% higher than the national
income for Moffat or Routt counties, pays for principal and inter- average. However, Routt County's foreclosure rate is similar to
est no more than 25% of their income. The assumption is 20%  other similar Colorado Mountain areas.

An index value of 1.0 means that a household, with a median

30 Year Mortgage Interest Rate Forecast 30 Year Conventional Mortgage Interest Rate
30 Yr Conventional Mortgage FHLMC Contract Rate. Percent Average of Month. Past Trend Present Value & Future Projection
56
Forecast| so0% 80% 54 1A
Correct Correct / k
Date Value®% | +/- +/- = } \
May-11 4.64 0 0 5 ’ \_/’\../\
Jun-11 4.57 0.05 0.11 48 \ /\q
Jul-11 4.62 0.06 0.14 \ [/ \
Aug-11 4.64 0.07 0.16 : \ / \ /
Sep-11 4.51 0.08 0.18 44 \_/
Oct-11 4.38 0.09 0.19 - \j
Nov-11 4.38 0.09 0.2 ' Actual Forecast
4 T T T 1 T T T T T
Dec-11 4.54 0.1 0.21 2 © 3 & O &b B 2 = =
Jan-12 4.68 0.1 0.22 T ' & ' ! G, 4, o
© 3 5 B =] oD g 3 0
Updated Saturday, June 11, 2011 = <« Z w20 0 C
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Construction - Routt

In the third quarter, construction of new residential units
will remain at stagnate. Yampa Valley Partners' Residen-
tial Construction Indicator indicates that recovery in new
home building can be measured in terms of years rather
than months now.

The sale of single-family homes needs to exceed 2.5% of
existing “for sale” inventory for 12 to 15 months before we
see any new residential construction activity. Over the past
12 months, on average, this key predictive indicator per-
centage has been averaging about 1.5%.

During the month of May 2011 the inventory of homes “for
sale” increased by 3%. At this level of inventory there
would need to be between 30 and 45 single family home
sales a month to reach the key indicator rate of 2.5%. In
May 2011 there were 16 sales.

We are projecting that the inventory of homes will remain
high and perhaps increase as we work our way through the
challenges that exist in the housing market.

Check out our

on-line community indicators

Strengthening our community
through data and collaboration.

vampavalleypartners.com

P|- YAMPA VALLEY

PARTNERS

Routt County

%of Existing Housing Inventory Sold compared to the Number of Building Premits Issued (offset by 12 months)
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New Transmission Project due in Northwest Colorado

A large-scale power line called the TransWest Express
Transmission Project is being proposed to help connect
the Rocky Mountain region’s abundant renewable energy
supplies to the western desert areas of the country. Cali-
fornia, Nevada and Arizona all have state requirements to
buy and use more renewable energy — for example, up to
33% of all California electricity must come from renew-
able sources by 2020.

Long-distance transmission lines will deliver low-cost
renewable energy supplies to American consumers, indus-
tries and businesses across the desert southwest. Important
for the Rocky Mountain region, transmitting and selling
additional types of electricity to the desert southwest mar-
ket means more tax revenue and more jobs stay here lo-
cally — thanks to new wind power plants and wind turbine
manufacturing plants being built across Colorado and
Wyoming.

The 725-mile proposed route begins in Wyoming, crosses
Colorado and Utah, and ends in Nevada.

A transmission line of this size and scope:

Provides an important system upgrade for the entire
western U.S. power grid.

e Creates up to 1,000 construction jobs each year during
the estimated 3-year construction phase of the TWE
Project.

Boosts demand for local products and services during
construction.

Contributes to local property tax bases year after year.

In fact, Colorado-based Western Area Power Administra-
tion, a transmission owner and operator that is part of the
U.S. Department of Energy, is considering owning 50% of
the TWE Project via its new Transmission Infrastructure
Program (TIP). TIP is designed to help “facilitate delivery
of power generated by renewable resources to market .”

Since the TWE Project’s proposed route is primarily on
federal land, the project is being analyzed in an Environ-
mental Impact Statement (EIS) which is prepared by Bu-
reau of Land Management and Western Area Power Ad-
ministration as joint lead agencies. A Draft EIS is antici-
pated at the end of 2012. In the meantime, more informa-
tion about the TWE Project is available at

and
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Proposed Corridor
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Spotlight on Natural Gas Economics

In 2010, the three Northwest Colorado Counties of Moffat,
Rio Blanco and Routt accounted for 5.5% of the state's total
natural gas production. During the last 10-year period, end-
ing 12/31/2010 natural gas production in these three coun-
ties combined has increased 130%. The vast majority of
this increase is due to the increase of natural gas wells in
Rio Blanco County. The number of producing wells in Rio
Blanco during this same 10-year period increased by over
1,000 wells.

In Moffat County the number of producing well increased

by 274 wells to 750 wells as of 12/31/2010. Although Mof-
fat has fewer wells in number and in the rate of increase of
new wells than Rio Blanco, the wells in Moffat County are
almost 70% more productive averaging 2.7 million cubic
feet of gas annually compared to Rio Blanco’s 1.7 million
cubic feet per well annually. However, in the past few
years the average production per well in Moffat County has
been slipping. This is resulting in renewed interest in iden-
tifying locations for new wells and using technology such
as Hydraulic Fracturing to encourage more production from
wells in decline.

10,000,000
Natural Gas Production in MCF Past 10 Years
By NW Colorado County
9,000,000
: Source = COLORADO OIL AND GAS NFORMATION
=M offat ===Rio Blanco =—Routt SYSTEM
8,000,000 \
'\ l—

7,000,000
. V
3
26,000,000 x A
3 /\/\/
-
o
15,000,000
=
2
s 73 MY f\/\/
24,000,000 5 NV V
g ~A vV
Z AA A, A

S g 2T ¥ TNV

o M/\/\’\-\/\/-’\/\WW\«

- /—\/-/\’\z\_\' //M

> ‘\/

5 WP a” o P 32 9 9P B> G P P A o
eoeoexeeeeeweueee%cobee FFFF S
SELLESTLF LT LTSS @p,@.&en’o@a,\pme

‘,\"”"”e» D5 A0 NN B 6 A S IR

K3
s R R ORISR R RS R IR R RSy
R SRR R R R R R
mc.@,»e0oxeo,@owowcQq@.@@@@@@@,@oeeo@,@§§§&

Natural Gas Wholesale Spot Price Per Million BTUs

$16.00

$14.00

$12.00

$10.00

$8.00

$6.00

$4.00

.

$0.00 T T T T T T T T

> >
)
~

>
RS

S —
o ©° A 2
.5‘ & 09 q‘* A q°’

V\x)\'oz“‘pd.“j‘

&

&
& &

& & \"\

T

O O a0 > L <

QQQQQOBQQQQQQQQ
q&g,@,&QQB,@,@,{:,‘B@QQ
& ¢

T T T T T T T T

o &

'\5’0 &

& <
ot &

o & &




Yampa Valley Partners Regional Economic Forecast

Page Il

Natural Gas in Northwest Colorado

Very little natural gas is sold on the whole-
sale spot market. However, the spot pricing
provides a relatively good indicator of the
demand for this energy resource. The graph
on the previous page indicates the natural
gas commodity has pricing volatility and is
much more volatile when compared to the

to a know reserves of over 23 billion cubic
feet. This is almost six times the amount
currently being used in the state of Colo-
rado for all purposes annually.

Natural Gas is measured using a system
based on Roman Numerals. The Roman

spot pricing of 1 million BTUs of coal. numer al Sy mbol of M “S_ s for a
sand. As a tip for every hat pr o
As additional proven reserves are identified the unit of measurement, add three zeros to
the price volatility is likely to lessen. In the the measurement. For example: 1,000
past 15 years the proven reserves of natural MMcfs would mean 1,000,000,000 units or
gas in Colorado alone have increased 250% 1 billion units.
g Uses of Natural Gas in Colorado
g B Electric
Source: US Dept of Energy p
450000 ower
= B Vehicle Fuel
O 400000 -
L
O .
'S 350000 - 1 Industrial
3
0
%5 300000 - B Commercial
1]
§ 250000 -
= u Residential
S 200000 -
2
G 150000 -
2
S 100000 -
£
50,000 -
2005 2006 2007 2008 2009
W Electric Power 92,629 92,927 123,788 106,454 115,234
W Vehicle Fuel 166 144 141 121 136
# Industrial 126,360 111,259 117,230 119,706 113,582
B Commercial 62,099 59,851 63,231 65,806 62,441
¥ Residential 124,255 119,270 130971 133947 128993

The uses of natural gas in the state of Colorado have remained relatively stable over the past 5 years (2005-2009) at 415
billion cubic feet annually. At the present time, vehicle use is well under one tenth of one percent of total consump-

tion .

2005 2006 2007 2008 2009
Residential 31% 31% 30% 31% 31%
Commercial 15% 16% 15% 15% 15%
Industrial 31% 29% 27% 28% 27%
Vehicle Fuel 0% 0% 0% 0% 0%

Electric Power 23% 24% 28% 25% 27%
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Northwest Colorado Energy Education Plan Update

Twenty one community members in government through less waste, re-  Steamboat Springs is allowing quali-
across three counties joined together to cycling, purchasing, water, transporta- fied small businesses upgrade their
develop a regional energy education tion. Some of the most interesting lighting with special incentives. As
plan. The plan has been presentedto  conversation had to do with how to seen from the case

most towns, cities and counties in our measure our cost savings and how to  study, thousands of dollars can be
region and endorsed by all. Public roll get people to change their behaviors.  saved through lighting upgrades.
out of the plan has begun with the 5:05 This working group will meet next
Drinks program in Craig. More public quarter to discuss ways each organiza-
roll outs will be at county fairs and tion has saved money.

Coming soon is a baseline data report
based on utility energy consumption
that will help us know where were are
The mission of Northwest Colorado Energy Steering Com-  today.

mittee (NCESC) is to educate and communicate sustainable

nd ener: jent practi h r tri-county ar. ] : )
a tll energy efficient p fl(:l;tces s; t .at ou tdt dCOEf .1jy a eadwdl practices of recycling and waste man-
utilize resources eﬂectt.ve ly, make informed decisions an agement in the area and leverage those
help our local economies. practices across the region. A recycle

workshop will mostly likely be held
early fall to get this strategy off the

Next up is doing research on the best

main public events throughout the o
Another strategy that is in the process

vear of implementation is educating build- grounq. To view the complete energy
Several strategies have been imple-  ers and the public on energy star new education plan, please see

mented to date. We created a working building or green building practices. Www.yamp avalleypartners.com web

group of representatives from each Literature is making it way to the site and click under energy to

download or view the document.
Questions? Contact Kate Nowak 970-824-1133
or kate@yampavalleypartners.com

municipality and county government to building departments.

become educated on ways to save costs ) )
The Mainstreet Grant program in
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