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Disclaimer

All direct and indirect written information supplied by the client, its agents and
assigns, concerning the community is assumed to be true, accurate and complete;
additionally, information identified as supplied or prepared by others is believed to be
reliable. However, no responsibility for the accuracy of such information is assumed.

This analysis is for the sole purpose of assisting the Town of Carefree in assessing
commercial demand to aid in the creation of the downtown redevelopment plan and
marketing to prospective tenants or investors.

ESI Corp makes no claim that this study may be used for a specific development and
makes no claims that any business sited will be financially successful. This analysis is
not intended to be a specific market study for a specific type of retail, office or
housing development and should not be viewed as such. Any entity that seeks to
invest in, develop or redevelop any retail, office or residential project should
undertake their own detailed and specific market study for the exact intended type of
development. ESI Corp takes no responsibility for any results or consequences
resulting from using this study in any way, intended and, or unintended.

Carefree Village Center Master Plan v
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. INTRODUCTION

BACKGROUND

The Town of Carefree is situated in the northeastern quadrant of the Phoenix metropolitan area. The
community is located approximately 35 miles from downtown Phoenix, approximately 10 miles north of
Loop 101 and approximately 10 miles west of the I-17. Carefree is bordered on its western boundary by
the Town of Cave Creek; on the south and east by the City of Scottsdale and on the north by
unincorporated land in Maricopa County. The City of Phoenix is located south and west of Carefree.

The Carefree Village is the heart of the central business district for the Town of Carefree and historically
has been a place where Carefree residents shop, dine and visit. Over the years the Carefree Village has
faced several challenges including expanded competition for retail sales from neighboring communities,
aging commercial space, an increase in vacancy rates, the absence of private sector investment within
the Village, and a lack of sense of entry and visibility to potential visitors. This has resulted in a steady
decline in per capita government revenues to adequately sustain the community’s quality of life. Town
leaders recognize these challenges and have determined that a market study is needed to uncover the
Carefree Village market potential and provide general guidance to the creation of a Carefree Village
Master Plan.

This market study was conducted to provide timely information on existing and future market dynamics
for Carefree, including socio-demographics, retail trade leakage, real estate supply and demand, and a
consumer survey of residents and visitors to Carefree. This survey was conducted to understand existing
shopping patterns and identify potential opportunities that attract and retain the types of businesses
that complement the Carefree Village and meet consumer demands.

Data that was utilized in this market analysis come from a variety of sources including the Town of
Carefree, U.S. Census, Maricopa Association of Governments (MAG), Maricopa County Assessor’s Office,
Esri, and Colliers International.

STUDY AREA

The Carefree Village is estimated to consist of 68 acres and is located generally south of Cave Creek
Road, east of Tom Darlington Drive and north of Bloody Basin Road, as depicted in Figure 1. The Village
Center is home to Carefree’s municipal government and community amenities including the Desert
Garden and Sundial. The mix of business establishments range from retail and restaurants to office,
including professional and healthcare services, entertainment and government.

Carefree Village Center Master Plan
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Figure 1 - Carefree Village Town Center
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A database of establishments was provided by the Maricopa County Assessor’s Office which lists each
establishment by parcel number. According to this database there are 153 establishments located in the
Carefree Village. The following table provides a breakdown by type of business currently located within
the Carefree Village. There is a total of 42 retail and restaurant/bar establishments and a very high
concentration of non-retail type businesses including medical, personal and professional office uses.

| Carefree Village Center Master Plan
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Table 1 - Carefree Town Center Establishment Mix

Establishment Type Count
Construction 9
Government/Religious 3
Manufacturing 5
Office Medical 19
Office Professional 31
Personal Services 44
Restaurant/Bar 12
Retail 30
Total 153

Source: Town of Carefree

There is a total of 403,291 square feet of space within the Carefree Village, which includes office, retail,
restaurants, government, and religious and civic organizations. The predominate land use by square feet
is office at 209,724 square feet followed by retail at 108,802 square feet. Medical and dental comprise
10,486 square feet with government at 13,013.

REPORT OVERVIEW

This report is organized in a series of chapters that provide background information, original research
and real estate demand analysis. Chapter 2 provides a summary of the key findings. Chapter 3 provides a
comprehensive overview of the Carefree market and Market Trade Area including socio-demographics
and Tapestry Segmentation. Chapter 4 reveals the high level findings of the consumer survey, and
Chapter 5 covers historical tax collections, trade leakage, retail gaps and the projected demand for retail
and office space within Carefree Village.

#23) Carefree Village Center Master Plan
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. SUMMARY OF FINDINGS

SOCIO-DEMOGRAPHICS

Research was conducted on the socio-demographics of the Town of Carefree and a geographically
defined trade area. The Market Trade Area for Carefree encompasses 148 square miles and includes
Cave Creek, and portions of the cities of Phoenix and Scottsdale, as depicted in Figure 3. The current
population of the trade area is 82,150 compared to the Town of Carefree at 3,451. Carefree population
projections were compared against the Market Trade Area and Maricopa County as a whole by decade.
The population growth rate varies by region and shows that the greatest rate of growth for Carefree will
occur between 2020 and 2030 at nearly 13 percent and then drops sharply between 2030 and 2040. The
Trade Area outpaces the County’ projected growth rate for the periods between 2010 through 2030.

Figure 2 - Population Growth Rate per Decade, Carefree, Market Trade Area and Maricopa County

35%
30%
25%
20%
15% S
10%
5%
0%
2010-2020 2020-2030 2030-2040
== Carefree 12.4% 12.7% 3.6%
== Trade Area 20.2% 30.3% 14.4%
Maricopa County 18.1% 18.9% 15.2%

Source: MAG

Residents of the Town and Carefree and the Market Trade Area are among the most affluent in the
metro Phoenix area with a median household income of $87,938 and $102,972 respectively. Carefree
residents are higher educated than the County with 61 percent, more than double, having a Bachelor’s
Degree or higher compared to the County at 30 percent.

When it comes to income and net worth, residents in Carefree and the Market Trade Area hold an
impressive amount of wealth. Their disposable income is significant and they spend it on dining,
specialty food and luxury items, household furnishings, and travel and leisure activities. They are
generous supporters of charitable organizations and the arts.

On a workday basis, there are nearly an equal number of people out commuting to work as in
commuting to Carefree for jobs. These workers who come to Carefree represent a potential customer
base for the restaurants, bars and retail in the Carefree Village, and are included in the retail demand
model.

Carefree Village Center Master Plan
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SURVEY RESULTS

Obtaining original research was a cornerstone of the market analysis to understanding shopping
patterns, buying habits, and opinions about the Carefree Village, as well as desires for the type of retail
and improvements needed. To accomplish this an internet based survey was conducted that yielded a
total of 505 responses received from primarily Carefree and Cave Creek residents, but also residents in
Scottsdale and Phoenix.

Overall, the respondents have expressed the need for more variety in retail and restaurant offerings
within the Carefree Village. Below is a summary of the key findings for all respondents:

e 43% eat out 2-4 times per week
e 20% frequent the Village Center to eat out once or more per week

e The top 3 reasons for coming to the Carefree Village are dining, grocery shopping, and attending
festivals.

e 32% shop at the Basha's Center more than once per week
e 40% shop at Kierland Commons once every few months
e 78% want a greater variety of stores and 60% want more restaurants

e Of the top five business that respondents desire, the top three are food related and include
restaurants, specialty food store, and bakery

e The top two type of restaurants that respondents would like include Mexican and delicatessen
e 73% would like to see concerts and shows in the amphitheater
e 41% would consider or might consider living in the Village Center

e 68% indicated that the most appealing scenario for the Carefree Village is “a meeting place and the
center of community activities with a mix of coffee shops, brew pubs, cultural and recreation
spaces.”

Survey data was also tabulated to carve out Carefree residents from total respondents in order to
identify any significant differences in their responses. The findings of the survey conclude that a larger
percentage of Carefree residents eat out once a week than nonresidents; and 27% of Carefree residents
visit the Carefree Village once a week or more, and want more competitive pricing and better quality
merchandise. Changes that nonresidents want include evening store hours, consistent store hours and
improved parking.

Carefree Village Center Master Plan
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DEMAND ANALYSIS

Several tasks were undertaken within the demand analysis to gain a comprehensive understanding of
consumer spending, and trade leakage and gaps. Commercial real estate trends for Carefree and the
Market Trade Area were analyzed and the future demand for square feet was forecasted. These
findings, coupled with the Tapestry Lifestyle data provide the market intelligence to identify potential
commercial and entertainment activities for Carefree Village.

Over the last five years, retail tax collections have experienced a steady decline from $347 per capita to
$332 per capita. The biggest amount of trade leakage occurs within the retail-grocery category at $12.6
million followed by arts and entertainment at $10.8 million and restaurant and bar at $5.6 million.
Carefree residents spend $69.4 million annual on all retail items of which 58.4% percent of the spending
remains in Carefree.

Town of Carefree Trade Leakage

Retail & Groceries

m All Spending

Restaurant & Bar .55_5- B Carefree Capture

m Gap

Arts & Entertainment $0.1

-$20 -$10 S0 $10 $20 $30 $40 $50 $60 $70 $80
Millions $

A Leakage/Surplus index was calculated across several retail product categories to compare the supply
and demand. Out shopping is taking place in nearly every category with the exception of lawn and
garden equipment and supplies and beer, wine and liquor. In these two categories, Carefree is capturing
resident spending from outside the Town of Carefree.

The demand for retail and office space was analyzed beginning with a baseline year of 2014 and
projecting square feet of demand for 2020, 2030 and 2040. In 2014 the Carefree market can support a
total of 261,598 square feet of retail space. However, when compared to the total inventory of retail

Carefree Village Center Master Plan
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space in Carefree (286,081 square feet) there is a calculated surplus of 24,483 square feet of space. By
2020 the market is presumed to support 289,013 square feet showing a shortage of 2,932 square feet.
Over the 26 year time horizon, the net new demand for retail space amounts to 82,165 square feet.

2014 2020 2030 2040
Retail
Total Forecast Demand in sq. ft. 261,598 289,013 327,261 343,763
Existing Square Feet 286,081 286,081 286,081 286,081
(Excess)/Shortage (24,483) 2,932 41,180 57,682
Office
Total Forecast Demand in sq. ft. 197,596 236,344 252,358 239,684
Existing Square Feet 231,579 231,579 231,579 231,579
(Excess)/Shortage (33,983) 4,765 20,779 8,105

What the analysis does not take into consideration is the amount of existing square footage that is not
desirable to retail tenants due to its location or size. Meaning, that the market may very well be likely to
support additional retail if existing space was redeveloped or new space built.

MARKET SEGMENTS

It is important to bear in mind that there are a variety of variables that will influence the outcome of
these findings, including existing and future competition, growth in the market and area demographics.
In addition to the site location criteria of population threshold, many retailers and restaurants also have
additional location criteria including: a minimum number of cars per day, a targeted demographic group
(age, income, etc.), type of location, and preferred co-tenants such as grocery/supermarket,
entertainment, fashion, etc.

Utilizing the findings of the consumer expenditure gap analysis combined with the Carefree consumer
survey and Tapestry Segmentation information there appears to be a variety of commercial and
entertainment related activity that Carefree should target, as noted below.

Carefree Village Commercial and Entertainment Potential

Restaurants Retail

e Mexican e Clothing and Accessories

e Delicatessen/casual cafes and bistros e Pet supplies and services

e Organic/healthy e Luggage and leather goods

e Seafood e Sports/recreation/exercise equipment
e Brew pub/wine bar e Health and personal care stores

e Organic/healthy e Book, periodical and music stores
Specialty Food Stores Entertainment

e Bakery e Performing arts

e Wine and artisan cheese e Culinary festivals

e Organic/healthy e Concerts and shows in the amphitheater
e Butcher/specialty meats e Artfestivals

Carefree Village Center Master Plan
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The current mix of retail uses in the Carefree Village is not in line with what consumer’s desire, as
concluded from the consumer survey. Getting the right mix of retail that consumer’s demand will
invigorate the Carefree Village and allow it to compete with other comparable retail destinations. The
challenge will be encouraging landlords to recruit appropriate high-quality tenants that match the
interests of Carefree residents and the Market Trade Area, rather than leasing space to whomever is
willing to pay the rent.

Office uses are demand anchors for retailers and restaurants, especially in the morning and at noontime.
Professional practices that include medical, legal and financial services are also desirable as they steadily
attract visitors and employ office staff, all who are potential shoppers.

Civic, cultural and entertainment anchors also attract a high number of visitors and create the
opportunity for cross marketing with area restaurants and retailers. Nighttime uses such as restaurants
and theaters can help make up for the smaller daytime population from office workers.

Adding residential living to a downtown or urban village has proven to be successful in other markets.
New housing opportunities add excitement and helps create a sense of place. In addition, a residential
component provides a built in customer base that can support existing retail and restaurants and serve
as a draw to attract new business. Finally, the survey findings indicated a desire for living in the Carefree
Village.

| Carefree Village Center Master Plan
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. MARKET OVERVIEW

Research was conducted on the socio-demographics of the Town of Carefree and a geographically
defined trade area. The findings of this research paints a picture of the consumer marketplace including
population, household types, and spending patterns. In collaboration with the Carefree Steering
Committee, a market trade that extends beyond the boundaries of the Town of Carefree was defined.
This market trade area represents the potential “reach” that Carefree has in drawing in consumers from
outside the Town. Delineating the trade area helps with understanding the buying power of the
customer base and the potential for any new business or real estate opportunities.

CAREFREE TRADE AREA

The Market Trade Area for Carefree, as depicted in Figure 3, encompasses 148 square miles and includes
Cave Creek, and portions of the cities of Phoenix and Scottsdale. The current population of the trade
area is 82,150 compared to the Town of Carefree at 3,451. Population projections show that through
2040 Carefree is expected to experience a 28 percent growth rate compared to the trade area at 72

percent.
Figure 3 - Carefree Market Trade Area
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SOCIO-DEMOGRAPHICS

Population and Households

Population projections through 2040 were obtained from the Maricopa Association of Governments for
the Town of Carefree, the Market Trade Area and Maricopa County. These projections were used in the
retail and office demand models to identify future demand for square feet that could be supported in
the Carefree Village. The projected rate of growth over the 30 year time horizon, shown in Table 2, is
the greatest for the market trade area at 72 percent, which leads the projected growth rate for all of
Maricopa County. The Town of Carefree is projected to increase by 28 percent.

Table 2 - Population and Projections, 2010-2040

% Change

2010 2014 2020 2030 2040 2010-2040

Carefree 3,353 3,451 3,770 4,248 4,402 28%
Market Trade Area 78,673 82,150 94,600 123,303 141,077 72%
Maricopa County 3,817,117 4,009,412 4,506,946 5,359,497 6,174,940 54%

Source: MAG, U.S. Census

When looking at the compounded annual growth rate in Figure 4, Carefree and Maricopa County show a
steady decline in the rate of population growth beginning in 2020, while the Market Trade Area
continues to increase through 2030, but thereafter begins to experience a rapid decline.

Figure 4 - Compounded Annual Growth Rate, 2014-2040
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The household size for the Town of Carefree remains constant at 1.4 people, while the Market Trade
Area shows a slight increase by 2040. By comparison, the countywide average household size is 2.7
people.

Table 3 - Households and Projections, 2010-2040

2010 2014 2020 2030 2040

Carefree 1,651 1,696 1,839 2,077 2,146
Average Household Size 2.00 2.00 2.01 1.98 1.97
Market Trade Area 32,336 33,819 39,196 51,372 58,774
Average Household Size 2.43 2.42 241 2.39 2.39
Maricopa County 1,411,590 1,459,136 2,312,650 1,968,799 2,265,740
Average Household Size 2.7 2.7 2.7 2.7 2.7

Note: Maricopa County data for 2013 from AGS
Source: MAG, AGS

Income

When considering the spending power of Carefree and residents in the Market Trade Area, it is apparent
that this portion of Metro Phoenix is very affluent. Carefree residents have a median household income
of $87,938 and the Market Trade Area residents boast an income of $102,972. The median household
income for all of Maricopa County is $54,385.

Figure 5 - Median Household Income, 2014
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Age

When examining the age distribution displayed in Figure 6, the Market Trade Area has a larger
percentage of children, young adults and people between the ages of 35 and 54 than Carefree, while
Carefree has a greater percentage of people over the age of 55. This is evident in the median age of
Carefree residents at 60.8 compared to the Market Trade Area at 50.2.

Figure 6 - Age Distribution, Carefree and Market Trade Area, 2014
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Housing

The median home values in Carefree are projected to increase from $540,476 in 2014 to $748,431 in
2019 noted in Figure 7. The Trade Area has a higher percentage of owner occupied units at 69.1 percent
compared to Carefree at 63.5 percent. Carefree has a higher percentage of housing that is vacant, which
is primarily due to the seasonality of some residents (Figure 8).
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Figure 7 - Median Home Values, Carefree and Market Trade Area
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Figure 8 - Housing Occupancy, Carefree and Market Trade Area, 2014
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Race and Ethnicity

The largely white population in Carefree and the Market Trade area is projected to experience a small
decrease between 2014 and 2019; while the amount of people who identify themselves as being
Hispanic is projected to increase slightly over the same timeframe. As seen in Figure 9, the Trade Area
contains the largest share of Hispanic individuals as a percent of the total population at 5.1 percent, in
contrast to Carefree at 2.9 percent.

Carefree Village Center Master Plan
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Figure 9 - Race and Ethnicity, Carefree and Market Trade Area, 2014
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Educational Attainment

Educational attainment is another indicator of socio-economic status of a population. With advancing
educational attainment comes an increase in disposable income. Both Carefree and the Trade Area
substantially exceed Maricopa County in higher educational attainment, with nearly 61 percent of the
population in Carefree possessing a Bachelor’s or Graduate degree and 58 percent in the Trade Area.
This is double that of the county at 29 percent.
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Figure 10 - Educational Attainment, 2014
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Employment

The vast majority of residents in Carefree and the larger trade area are employed within the services
sector, which includes professional services, healthcare, and entertainment industries. This is followed
by finance, insurance and real estate, which employs 15.5 percent of all residents. According to the U.S.
Census there are 1,491 Carefree residents over the age of 16 employed in civilian jobs.

In terms of occupations within these industry sectors, nearly 86 percent of Carefree residents are
employed in white collar jobs within management, business, financial, professional services, and sales.
This is also the case with residents within the Trade Area. Blue collar occupations within Carefree
comprise 14 percent of all occupations, which includes construction, manufacturing, agriculture and
mining.
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Figure 11 - Employment by Industry, Carefree and Trade Area, 2014
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Figure 12 - Occupation of Employed People 16 years and Older, 2014
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Worker Inflow/Outflow

On a workday basis, the Town of Carefree experiences a substantial worker out migration to jobs in
other cities throughout the region, including as far away as Tucson. In 2011 the workforce living in
Carefree totaled 1,0121 people, of which 994 or 98.2 percent out-commuted to work. Conversely, there
were 1,134 jobs in Carefree that were filled by residents from other valley cities. There were only 18
people that both lived and worked in Carefree (Figure 13).

Figure 13 - Carefree Worker Inflow and Outflow
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Source: U.S. Census

Carefree imports 98.4 percent of its workforce (1,134) from other cities to fill the demand by area
employers. As noted in Table 4, most of the in-commuters come from Phoenix (37.6%) followed by
Scottsdale (13.8%). Only 1.6 percent of the workforce both live and work in Carefree.

! This figure comes from US Census LEHD Origin-Destination Employment Statistics, which will not match the figure
provided in the Esri 2014 Employment by Industry data.

Carefree Village Center Master Plan

17



ASSESSMENT REPORT | Market Analysis

Table 4 - Carefree Location of Employment/ Residence, 2011

Out Commuter's In Commuter's
Workplace Residence
Count Percent Count Percent

Phoenix 336 33.2% 433 37.6%
Scottsdale 142 14.0% 159 13.8%
Tucson 77 7.6% -
Tempe 42 4.2% -
Mesa 38 3.8% 40 3.5%
Chandler 33 3.3% --
Glendale 24 2.4% 41 3.6%
Carefree 18 1.8% 18 1.6%
Gilbert 18 1.8% --
Flagstaff 16 1.6% --
Peoria 0 -- 41 3.6%
Anthem 0 -- 35 3.0%
Cave Creek 0 -- 34 3.0%
New River 0 -- 29 2.5%
Avondale 0 -- 18 1.6%
All Other Locations 268 26.5% 304 26.4%

Totals 1,012 100.0% 1,152 100.0%

Source: U.S. Census Bureau, OnTheMap Application and LEHD Origin-Destination Employment Statistics
Beginning of Quarter Employment, 2nd Quarter of 2002-2011

Table 5 shows that Carefree is exporting a large percentage of highly skilled workers in the industries of
healthcare, educational services, administrative support, and finance and insurance; while importing
workers to fill jobs mostly in accommodations and food services and construction. Carefree imports
nearly as many jobs in retail trade as it exports.

An examination of the earnings shows that the jobs which Carefree imports workers to fill are lower
wage earning jobs with 26.7 percent earning more than $3,333 a month compared to Carefree residents
at 43.7 percent. Also important to know is worker educational attainment. Carefree residents hold a
greater percentage of Bachelor’s and Advanced Degrees than employees that come to Carefree to work.

The workers who come to Carefree represent a potential customer base for existing and future retail
and restaurants. While the numbers may be small, they still augment the size of the potential market for
business retention and attraction purposes.
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Table 5 - Carefree Employment and Workforce Statistics, 2011

Working in Carefree Living in Carefree
Count Percent Count Percent

Total All Jobs 1,152 100% 1,012 100%
Jobs by Worker Age
Age 29 or younger 242 21.0% 215 21.2%
Age 30 to 54 599 52.0% 533 52.7%
Age 55 or older 311 27.0% 264 26.1%
Jobs by Earnings
$1,250 per month or less 401 34.8% 259 25.6%
$1,251 to $3,333 per month 443 38.5% 311 30.7%
More than $3,333 per month 308 26.7% 442 43.7%
Jobs by NAICS Industry Sector
Agriculture, Forestry, Fishing and Hunting 1 0.1% 20 2.0%
Mining, Quarrying, and Oil and Gas Extraction 1 0.1% 1 0.1%
Utilities 5 0.4% 3 0.3%
Construction 97 8.4% 50 4.9%
Manufacturing 16 1.4% 45 4.4%
Wholesale Trade 44 3.8% 62 6.1%
Retail Trade 185 16.1% 155 15.3%
Transportation and Warehousing 19 1.6% 41 4.1%
Information 11 1.0% 23 2.3%
Finance and Insurance 48 4.2% 70 6.9%
Real Estate and Rental and Leasing 45 3.9% 16 1.6%
Professional, Scientific, and Technical Services 100 8.7% 78 7.7%
Management of Companies and Enterprises 0 0.0% 10 1.0%
Administration & Support, Waste Management and Remediation 63 5.5% 88 8.7%
Educational Services 22 1.9% 69 6.8%
Health Care and Social Assistance 85 7.4% 105 10.4%
Arts, Entertainment, and Recreation 37 3.2% 32 3.2%
Accommodation and Food Services 311 27.0% 93 9.2%
Other Services (excluding Public Administration) 37 3.2% 23 2.3%
Public Administration 25 2.2% 28 2.8%
Jobs by Worker Race
White Alone 1,083 94.0% 939 92.8%
Black or African American Alone 23 2.0% 25 2.5%
American Indian or Alaska Native Alone 15 1.3% 15 1.5%
Asian Alone 16 1.4% 20 2.0%
Native Hawaiian or Other Pacific Islander Alone 2 0.2% 0 0.0%
Two or More Race Groups 13 1.1% 13 1.3%
Jobs by Worker Ethnicity
Not Hispanic or Latino 975 84.6% 864 85.4%
Hispanic or Latino 177 15.4% 148 14.6%
Jobs by Worker Educational Attainment
Less than high school 119 10.3% 85 8.4%
High school or equivalent, no college 228 19.8% 185 18.3%
Some college or Associate degree 308 26.7% 244 24.1%
Bachelor's degree or advanced degree 255 22.1% 283 28.0%
Educational attainment not available (workers aged 29 or younger) 242 21.0% 215 21.2%
Jobs by Worker Sex
Male 595 51.6% 568 56.1%
Female 557 48.4% 444 43.9%

Source: U.S. Census Bureau, OnTheMap Application and LEHD Origin-Destination Employment Statistics
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TAPESTRY SEGMENTATION

Segmentation systems operate on the theory that people with similar tastes, lifestyles, and behaviors
seek others with the same tastes—“like seeks like.” These behaviors can be measured, predicted, and
targeted. Esri’s Tapestry Segmentation system combines the “who” of lifestyle demography with the
“where” of local neighborhood geography to create a model of various lifestyle classifications or
segments of actual neighborhoods with addresses—distinct behavioral market segments.

The Tapestry Segmentation system has 67 classifications of US neighborhoods based on their
socioeconomic and demographic compositions. The system provides a picture of US neighborhoods
based on proven segmentation methodology and socioeconomic and demographic characteristics.
Customer profiles created with segmentation can help find the best location for new stores, study
differences in population segments and direct advertising with the right message to the right audience.

The Town of Carefree and the Market Trade Area have some distinct differences in the lifestyle
segmentation concentrations, as pictured in Figure 14. Most notably is the majority concentration of
Silver & Gold segment in Carefree with 87 percent of the households, compared to the Trade Area at 23
percent and the US with less than 1 percent. The Trade Area has a more diverse mix of consumers with
11 segments compared to Carefree with 3 segments.

Figure 14 - Tapestry Segmentation, Carefree, Market Trade Area and U.S.
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The following table provides a market profile each Tapestry segment for Carefree and the Trade Area.
Full descriptions of each segment is included in Appendix A. This information, combined with the
consumer survey results and trade leakage analysis should be helpful to the Town in targeting the
appropriate mix of retail, restaurants, entertainment and services.

Table 6 - Tapestry Segmentation Market Profiles

$98,000; 85.4% own their home and 14.6% rent

Median age is 49.6 with an average household size of 2.48.
These residents are active in their community, generous with
donations, support the arts and are seasoned travelers

Well connected and use the internet for everything from
shopping to managing their finances

Sociable and hardworking, and still find the time to stay in
shape

Exurbanites residents’ preferred vehicles are late model luxury
cars or SUVs.

They are active supporters of the arts and public
television/radio.

Attentive to ingredients, they prefer natural or organic
products.

Gardening and home improvement are priorities, but they also
use a number of services, from home care and maintenance to
personal care.

Financially active with wide-ranging investments, these
investors rely on financial planners, extensive reading, and the
Internet to handle their money.

Tapestry Carefree Trade
Segmentation Market Profile % Area %
Silver & Gold Median age is 61.8 with a median household income of | 86.7% 22.7%
$63,000; 83.8% own their home and 16.2% rent
This is the most affluent senior market segment and is growing
Partial to luxury cars or SUVs; highest demand market for
convertibles.
Active seniors that maintain a regular exercise regimen and pay
attention to healthier eating habits.
Pursue the luxuries that well-funded retirement affords: an
active social life, travel, hobbies, and sports (especially golf and
boating) and liberal use of home maintenance services to
minimize chores.
Avid readers of newspapers, magazines (sports and travel), and
books (audio, e-readers, or tablets).
Generous supporters of charitable organizations.
Exurbanites Median age is 49.6 with a median household income of 0.3% 17.0%

5 £
G
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Tapestry
Segmentation

Market Profile

Carefree
%

Trade
Area %

Top Tier

Median age is 46.2 with a median household income of
$157,000; 90.5% own their home and 9.5% rent

They purchase or lease luxury cars with the latest trim,
preferably imports.

They contribute to arts/cultural organizations, educational and
social groups, as well as NPR and PBS.

Top Tier residents farm out their household chores—every
service from property and garden maintenance and
professional housekeeping to contracting for home
improvement or maintenance projects.

Consumers spend money on themselves; they frequently visit
day spas and salons, use dry cleaning services, and exercise at
exclusive clubs.

When at home, their schedules are packed with lunch dates,
book club meetings, charity dinners, classical music concerts,
opera shows, and visits to local art galleries.

Top Tier consumers are shoppers. They shop at high-end
retailers such as Nordstrom (readily paying full price), as well as
Target, Kohl’s, Macy’s, and Bed Bath & Beyond, and online at
Amazon.com.

They make several domestic and foreign trips a year for leisure
and pay for every luxury along the way—a room with a view,
limousines, and rental cars are part of the package.

13.0%

14.2%

Professional
Pride

Median age is 40.5 with a median household income of
$127,000; 92% own their home and 8% rent

These frequent travelers take several domestic trips a year,
preferring to book their plane tickets, accommodations, and
rental cars via the Internet.

Residents take pride in their picture-perfect homes, which they
continually upgrade. They shop at Home Depot and Bed Bath &
Beyond to tackle the smaller home improvement and
remodeling tasks but contract out the larger projects.

To keep up with their busy households, they hire housekeepers
or professional cleaners.

Residents are prepared for the ups and downs in life; they
maintain life insurance; homeowners and auto insurance; as
well as medical, vision, dental, and prescription insurance
through work. They are actively investing for the future; they
hold 401(k) and IRA retirement plans, plus securities.
Consumers spend on credit but have the disposable income to
avoid a balance on their credit cards. They spend heavily on
Internet shopping; Amazon.com is a favorite website.

They work out in their home gyms, owning at least a treadmill,
an elliptical, or weightlifting equipment. They also visit the
salon and spa regularly.

Residents, both young and old, are tech savvy; they not only
own the latest and greatest in tablets, smartphones, and
laptops but actually use the features each has to offer.

0%

13.4%
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Tapestry Market Profile Carefree Trade
Segmentation % Area %
Savvy Median age is 44.1 with a median household income of 0% 11.8%
Suburbanites $104,000; 91% own their home and 9% rent
Residents prefer late model, family-oriented vehicles: SUVs,
minivans, and station wagons.
Gardening and home remodeling are priorities, usually DIY.
Riding mowers and power tools are popular, although they also
hire contractors for the heavy lifting.
There is extensive use of housekeeping and personal care
services.
Foodies: They like to cook and prefer natural or organic
products.
These investors are financially active, using a number of
resources for informed investing. They are not afraid of debt;
many households carry first and second mortgages, plus home
equity credit lines.
Physically fit, residents actively pursue a number of sports,
from skiing to golf, and invest heavily in sports gear and
exercise equipment.
Soccer Moms Median age is 36.6 with a median household income of 0% 8.5%
$84,000; 85.5% own their home and 14.5% rent
Most households own at least 2 vehicles; the most popular
types are minivans and SUVs.
Family-oriented purchases and activities dominate, like 4+
televisions (Index 165), movie purchases or rentals, children’s
apparel and toys, and visits to theme parks or zoos.
Outdoor activities and sports are characteristic of life in the
suburban periphery, like bicycling, jogging, golfing, boating, and
target shooting.
Home maintenance services are frequently contracted, but
these families also like their gardens and own the tools for
minor upkeep, like riding mowers and tillers.
Urban Chic Median age is 42.6 with a median household income of 0% 5.2%

$98,000; 66.6% own their home and 33.3% rent

Shop at Trader Joe’s, Costco, or Whole Foods.

Eat organic foods, drink imported wine, and truly appreciate a
good cup of coffee.

Travel extensively (domestically and internationally).

Prefer to drive luxury imports and shop at upscale
establishments.

Embrace city life by visiting museums, art galleries, and movie
theaters for a night out.

Avid book readers of both digital and audio formats.

Financially shrewd residents that maintain a healthy portfolio
of stocks, bonds, and real estate.

In their downtime, enjoy activities such as skiing, yoga, hiking,
and tennis.
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Tapestry
Segmentation

Market Profile

Carefree
%

Trade
Area %

Golden Years

Median Age is 51 with a median household income of $61,000;
63.7% own their home and 36.3% rent

Avid readers, they regularly read daily newspapers, particularly
the Sunday edition.

They subscribe to cable TV; news and sports programs are
popular as well as on-demand movies.

They use professional services to maintain their homes inside
and out and minimize their chores.

Leisure time is spent on sports (tennis, golf, boating, and
fishing) or simple exercise like walking.

Good health is a priority; they believe in healthy eating,
coupled with vitamins and dietary supplements.

Active social lives include travel, especially abroad, plus going
to concerts and museums.

Residents maintain actively managed financial portfolios that
include a range of instruments such as common stock and
certificates of deposit (more than six months).

0%

3.1%

Boomburbs

Median age is 33.6 with a median household income of
$105,000; 84.5% own their home and 15.5% rent

Boomburbs residents prefer late model imports, primarily
SUVs, and also luxury cars and minivans.

This is one of the top markets for the latest in technology, from
smartphones to tablets to Internet connectable televisions.
Style matters in the Boomburbs, from personal appearance to
their homes. These consumers are still furnishing their new
homes and already remodeling.

They like to garden but more often contract for home services.
Physical fitness is a priority, including club memberships and
home equipment.

Leisure includes a range of activities from sports (hiking,
bicycling, swimming, golf) to visits to theme parks or water
parks.

Residents are generous supporters of charitable organizations.

0%

3.1%

Enterprising
Professionals

Median age is 34.8 and median household income is $77,000;
52.3% own their home and 47.7% rent

Buy digital books for tablet reading, along with magazines and
newspapers.

Go on business trips, a major part of work.

Watch movies and TV with video-on-demand and HDTV over a
high-speed connection.

Convenience is key—shop at Amazon.com and pick up drugs at
the Target pharmacy.

Eat out at The Cheesecake Factory and Chick-fi I-A; drop by
Starbucks for coffee.

Leisure activities include gambling, trips to museums and the
beach.

Have health insurance and a 401(k) through work.

0%

0.5%

e Carefree Village Center Master Plan

24



ASSESSMENT REPORT | Market Analysis

Tapestry Market Profile Carefree Trade
Segmentation % Area %
Green Acres Median age is 43 with a median household income of $72,000; 0% 0.5%

86.7% own their home and 13.3% rent

Purchasing choices reflect Green Acres’ resident’s country life,
including a variety of vehicles from trucks and SUVs to ATVs
and motorcycles, preferably late model.

Homeowners favor DIY home improvement projects and
gardening.

Media of choice are provided by satellite service, radio, and
television, also with an emphasis on country and home and
garden.

Green Acres residents pursue physical fitness vigorously, from
working out on home exercise equipment to playing a variety
of sports.

Residents are active in their communities and a variety of social
organizations, from fraternal orders to veterans’ clubs.
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V. CONSUMER SURVEY

As part of the comprehensive Carefree Village master plan a consumer survey was conducted that was
designed to accomplish several objectives, including identifying the type of business that would
complement Carefree’s commercial district and identifying opportunities that would enhance the city’s
quality of life and help meet consumer demands in the region.

An internet based survey was launched through the Town’s COINS system on September 5, 2014 and
closed on October 12, 2014. In addition to the COINS system, additional outreach was conducted to civic
organizations requesting their assistance to promote the survey. A total of 505 responses were received
primarily from residents living in Carefree and other metro Phoenix communities. A few respondents
were from out of state.

The survey instrument was subdivided into three topical sections, which included:
1. Shopping location and personal experience
2. Desires of the Respondent for the Carefree Village
3. Information about the Respondent

For certain questions relating to dining, type of restaurant desired, shopping at the Carefree Village, and
participation in Carefree events, cross tabulations were conducted for Carefree residents versus non-
Carefree residents. Survey findings are presented in a series of charts and in some cases the chart
represents total respondents and in other cases there is a comparison between Carefree residents and
non-Carefree residents. Full survey results for Carefree are included in Appendix B and for all
respondents in Appendix C.

A combination of the size of the market and the number of responses establishes the accuracy of the
survey results. The total number of completed surveys (449) was used in calculating the margin of error.
This figure is different from the total responses of 505, since not everyone provided their zip code in
order to tabulate the number of Carefree residents.

Trade Area Carefree

Number of People 82,150 3,451
Completed Surveys 449 283

Confidence Level Margin of Error  Margin of Error

90% 3.90% 4.70%
95% 4.60% 5.60%
99% 6.10% 7.30%

At a 95% level of confidence the margin of error for the Trade Area was 4.6%, as compared to Carefree
at 5.6%. This means that if you conducted the survey 100 more times, 95 times out of 100 you would
get the same response +/- 4.6%.

Overall, the residents of Carefree have indicated a strong desire for more variety in retail and restaurant
offerings within the Carefree Village.
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SHOPPING LOCATION AND EXPERIENCE

Q1. How often do you eat out?

0.0%
Never | 0.4%
B Nonresident
2.7%
Once every few months 2.9% M Carefree

Once a month -1;1-4%
once aweek [ 52
5 or more times a week m 12.3%

0% 10% 20% 30% 40% 50%

e There is a larger percentage of Carefree residents (38.2%) that eat out once a week than
nonresidents (29.7%).

e 43.8% of nonresidents eat out 2-4 times a week compared to Carefree residents at 42.9%
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Q2. How often do you come to Carefree Town Center for the following?

Carefree Resident
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shopping (spa, salon, etc.) (legal, accounting, etc.)
M One or more times / Week = One to Two times / Month " Occasionally or Rarely Never
Nonresidents
80%
70%
70% 67%
60% 56%
50% 46% 47%
40%
27%
30% 21% 24% 23%
° 19% .
0,
20% 14% 16% 1% 16% 15%

8%
>} I - uf -
oo = ml [

Non grocery retail Eating out Personal care services  Professional service Work
shopping (spa, salon, etc.) (legal, accounting, etc.)

B One or more times / Week B One to Two times / Month 1 Occasionally or Rarely B Never

e The primary reason for visiting the Carefree Village for both Carefree residents and nonresidents is
for dining followed by non grocery shopping.

| Carefree Village Center Master Plan )8
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e Carefree residents come to the Village Center for dining at a greater frequency than nonresidents.
23% of Carefree residents versus 16% of nonresidents eat out one or more times per week in the
Village Center.

e More nonresidents come to the Village Center for work than Carefree residents, 15% versus 11%.

Q3. What are the two biggest reasons for you to stop downtown?

Rank Carefree Residents Non-Carefree Residents Combined Responses
1 Grocery shopping Dining Dining
2 Dining/beverages Festivals, activities and events Grocery shopping
3 Festivals, activities and events ~ Shopping Festivals, activities and events
4 Shopping Personal/professional services Shopping
tied with grocery
5 Hardware Hardware Personal/professional services

e The top two reasons for Carefree residents to visit downtown is for grocery shopping and dining,
while non-Carefree residents come for dining and the festivals.

Q4. How often do you shop at the following locations/stores?

Carefree Resident

100% 3
15% 13%
2l i 12% 2% 7% 5% 28% 300, 27%
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50% .
40%
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Non Residents
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e There are some noticeable differences where Carefree residents and nonresidents go to shop. A
combined 67% of Carefree residents shop at the Bashas Center once a week or more compared to
nonresidents at 31%.

o 27% shop at the Carefree Village Center once a week or more, compared to nonresidents at 16%.

e For greater shopping variety both residents and nonresidents shop at Kierland Commons once every
few months.

| Carefree Village Center Master Plan
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Q5. Which of the following events did you attend in the last 12 months?
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M Carefree M Nonresident

o  When comparing the attendance rates of Carefree residents to nonresidents, there is a great deal of
similarities in the festivals and activities that respondents attended.

e The vast majority of respondents attended the Thunderbird Fine Art and Wine Festival with 75% of
Carefree residents and 61% of nonresidents.

o Nonresidents attended the Christmas Festival at a greater rate than Carefree residents 58% versus
51%.

Carefree Village Center Master Plan
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WHAT YOU WANT

Q6. What TWO TYPES of restaurants would you most like to see in the Carefree Town Center?

Breakfast
Greek
Brew Pub

H Nonresident

|

M Carefree
Vegetarian

Middle Eastern
Fast Food
Barbecue

Steakhouse

Mexican

va

Family...

Banquet Room

@
X

Seafo 0d | g 209
Late Night... IR —] 09w
Delicates sen e 20%6, 0 g g
Bakery [ ggprase
Organic / Healthy 66T, 09
ltalian (G 10%=
Coffee Shop 2% 3 0/
Asian A g 19
0% 5% 10% 15% 20% 25%

e The greatest interest in type of restaurant for all respondents is Mexican food.

e The top choices of restaurants among Carefree residents include Mexican at 23%, delicatessen at
21%, and organic/healthy at 19%.

e Nonresidents desire Mexican, seafood, and delicatessen at 20% each
e Also high on the list with residents and nonresidents is a brew pub.

e There is little interest in fast food, barbeque, Middle Eastern, or Greek cuisine.

Carefree Village Center Master Plan
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Q7. What of the following attracts you to a shopping/business area?

All Respondents

Safety (personal, pedestrian and transportation) INESAZNNNETN 26% " 2%2%
Proximity to home or work S EZNIE 20% 3% 1%

Price NSIZNNNNNNNE0ZN 25% 3% 1%

Convenient parking 2SN 10%2% 1%

Shopping on weekends B IZETZN 30% 4% 1%

Shopping after 5 pm on weekdays [IIZ%NN26%0N 43% 8% 5%

Independent stores over chains [N 272N 35% 4% 1%
Friendly customer service NS0 NEsZN 5 8% 0%

The look and feel of a business area [N40% B ZN  19% 3% 2%
Quality of products and services NS B eN6n% 1%

A variety of products and services N6 BN 13% 2% 2%

0% 20% 40% 60% 80% 100% 120%

H Strongly Agree M Agree Neutral m Disagree I Strongly Disagree

e The two most important features that attract shoppers are friendly customer service (59%) and
quality of products and services (57%).

e Also of noted importance is the draw of convenient parking with a combined score of 87% of people
who agree or strongly agree, and a variety of products and services with a combined score of 83%.
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Considering the Carefree Town Center, check up to FIVE changes that are necessary for merchants
to get even more of your business.

More advertising w

Less traffic congestion - 5% H Nonresident

Evening store hours [ NSO% = Tgsy M Carefree Residents
Consistent store hours  [IIIZZ%S ™, o o,
Better customer service -100

Better selection of merchandise SO s 62%

\

o

More competitive pricing _ a45%
More special events m
More places to eat - s O e 62%
Improved parking w
A greater feeling of safety ’9&%
Better atmosphere m%
Better quality of merchandise ‘ 31%
More variety of stores | S 0

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Both Carefree residents and nonresidents want more variety of stores with nonresidents at 80% and
residents at 76%.

62% of Carefree residents have a greater desire for more places to eat and better selection of
merchandise.

A greater percentage of nonresidents than Carefree residents want evening store hours (30%)
consistent store hours (27%) improved parking (23%) better atmosphere, and more advertising.

A greater percentage of Carefree residents than nonresidents want more competitive pricing (45%)
and better quality of merchandise (31%).
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Q9. What FIVE potential businesses would you most likely use if they were to open in the Carefree
Town Center?

Video and audio equipment

Specialty food store

Shoes

Restaurants

Recreational equipment and supplies
Professional services

Photographic equipment and supplies

Pet supply and services

Office supplies, stationary
AT R H Nonresident
Medical/dental services
Live theater W Carefree

Jeweler

Home furnishings

Health club

Hardware

Grocery

Gifts/knickknacks

Garden Center

Furniture

Florist

Electronics and small appliances
Drug store/sundries

Clothing

Butcher

Books, periodicals and music
Bakery

Auto parts

Arts/Crafts

Art Galleries

Antiques

0

X

o 10% 20% 30% 40% 50% 60% 70%

e Of the top five business that respondents desire three are food related. Both Carefree residents and
nonresidents indicated that restaurants were their first choice with 65% of Carefree residents and
61% of nonresidents.

e Strong support is indicated for a specialty food store, bakery and movie theater.

S @
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e Below is the top five choices for Carefree residents and nonresidents:

Carefree Residents Nonresident

Restaurants

Bakery

Specialty food store
Movie theater

Live theater

Restaurants
Specialty food store
Movie theater
Bakery

Live theater

ukhwh e
uhwNhRE

Q10. Which community assets/activities would you most like to see come to the Carefree Town
Center?

All Respondents

73%

Concerts and shows in the amphitheater

Culinary festivals 54%

Performing arts facility 43%

Art festivals 35%

Expanded public parking 25%

Museum 22%

Public art 16%

0% 10% 20% 30% 40% 50% 60% 70% 80%

e Concerts and shows in the amphitheater is the top choice among all respondents at 73%.

o A breakdown of Carefree residents and nonresidents is remarkable the same. The top four choices
did not change, however the fifth choice among carefree residents is a museum at 26% followed by
expanded public parking at 22%.

o The following table provides a comparison of the ranking of all respondents, Carefree residents and
nonresidents.

‘f
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All Carefree

Community Assets/Activities Respondents Resident Nonresident

Concerts and shows in the amphitheater 1 1 1
Culinary festivals 2 2 2
Performing arts facility 3 3 3
Art festivals 4 4 4
Expanded public parking 5 6 5
Museum 6 5 6
Public art 7 7 7
Q11. Have you ever lived downtown in any community?
70%
62%
59%
60%
50%
41%
40% 38%
30%
20%
10%
0%
Carefree Nonresident
®Yes ®No

e The majority of respondents have not lived downtown in any community

e Alarger percentage of Carefree residents have lived downtown than nonresidents.

Carefree Village Center Master Plan
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Q12. What is your opinion about living in Carefree Town Center?

All Respondents

= | am not interested in living in the Town Center in Carefree.
= | might consider living in the Town Center in Carefree given the right circumstances.

= | am interested in living in the Town Center in Carefree.

Q13. If you moved to Carefree Town Center, what size housing unit would you require?

All Respondents
1.6%

4

= Studio = 1bedroom = 2bedroom =3 bedroom

e 41% of the respondents indicated an interest in living in the Carefree Village

e Of the respondents who indicated an interest, nearly 57% would be interested in a 2-bedroom unit.

Carefree Village Center Master Plan
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Q14. What housing arrangement would you choose?

All Respondents

= Ownership = Rental

Q15. What type of Carefree Town Center housing would you prefer?

All Respondents

50% 45%
45% 43%
40% 37%
35%
30% 26%
25%
20%
15%
10% )

n

0%

Townhouse Condo 2-4 residential 5+ unit Flat/Loft above
unit building  residential commercial
building

o The vast majority of those who might be interested in living in the Carefree Village would prefer to
own rather than rent, 86.6% versus 13.4%.

e A greater percentage of nonresidents would rent (17%) than own (83%).

e The type of housing respondents are most interested in are townhouses and condos.
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Q16. What price range would you consider?

All Respondents

0,
70% 63%

60%
50%

40%

30% 28%
(]

20%

10% 7%

2%
0% - —

Less than $500,000 $500,000 - $750,000 - $1 Greater than $1
$750,000 million million

e 63% of all respondents would be interested in a price range below $500,000, with 28% indicating a
price range of $500,000 to $750,000.

e When examining just Carefree residents, there is a greater percentage (34%) that would be
interested in the $500,000-$750,000 price point.

Carefree Village Center Master Plan
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Q17. Imagine the Carefree Town Center in ten years. How appealing are these future scenarios?

All Respondents

68%

70%

60%

51%

50%

41%

40%
30%

20%

6% 7%

5% g9, -
4/:%%

Very Appealing Okay Not Appealing Don’t Know

10%

0%

B The center of employment with the addition of new office employers and businesses that serve Carefree

residents and the larger trade area.
B An attractive place to call home with new apartments, condos and townhouses that appeal to a wide variety of

residents from young adults to retirees.
M An aesthetic blend of greenspace, natural elements, pedestrian-level amenities with a “Spanish style

character.”
B A meeting place and the center of community activities with a mix of coffee shops, brew pubs, cultural and

recreation spaces.
M A niche place where thrift stores, used merchandise, and neighborhood convenience retail stores are within

walking distance.
= A destination retail center attracting people from a distance with a mix of retailers that focus on a specific

niche like home furnishings.

o 68% of the respondents indicated that the most appealing scenario for the Carefree Village is “a
meeting place and the center of community activities with a mix of coffee shops, brew pubs cultural
and recreation spaces.”

e When reviewing the responses from Carefree residents only, they also selected the same scenario as
very appealing.

| Carefree Village Center Master Plan
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ABOUT YOU

Q 18. What is the number of people living in your household?
What is your home zip code?

What is your work zip code?

e The average number of people living in a household for all respondents is 2.2.

Percent Work City Percent

Carefree 283 63.0% Carefree 138 46.3%
Cave Creek 76 16.9% Cave Creek 60 20.1%
Scottsdale 48 10.7% Scottsdale 54 18.1%
Phoenix 25 5.6% Phoenix 23 7.7%
Mesa 2 0.4% Mesa 1 0.3%
Glendale 1 0.2% Glendale 2 0.7%
Peoria 1 0.2% Gila Bend 1 0.3%
Gila Bend 1 0.2% Palo Verde 1 0.3%
Sammamish, WA 1 0.2% Sun City West 1 0.3%
Seattle, WA 1 0.2% Casa Grande 1 0.3%
Gambrills, MD 1 0.2% New River 1 0.3%
Apopka, FL 1 0.2% Salt Lake City, UT 1 0.3%
Melber, KY 2 0.4% Dillon, CO 1 0.3%
lowa City IA 1 0.2% Boulder, CO 1 0.3%
Bismark, ND 1 0.2% Chicago, IL 3 1.0%
Chicago, IL 1 0.2% Northbrook, IL 1 0.3%
Oklahoma City, OK 1 0.2% Island Lake, IL 1 0.3%
Boulder, CO 1 0.2% Bismarck, ND 1 0.3%
Ft. Collins, CO 1 0.2% lowa City, IA 1 0.3%
Total 449 100.0% Northville, Ml 1 0.3%

Melber, KY 1 0.3%

Schenectady, NY 1 0.3%

Purchase, NY 1 0.3%

Chappaqua, NY 1 0.3%

Total 298 100.0%

o 63% of the respondents reside in Carefree with 34% living in other valley communities. 3% of the
respondents reside out of state.

o 46% of respondents work in Carefree with another 49% working in other valley cities. 5% work out
of state.
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Q19. What is your gender?

All Respondents

= Male = Female

Q20. Do you reside full time in Carefree or other Arizona City?

All Repondents

= Yes = No

| Carefree Village Center Master Plan 43
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Q21. What is the zip code of your seasonal/other residence?

Seasonal Residence Count Percent
Alaska 1 2.2%
California 3 6.7%
Colorado 3 6.7%
France 1 2.2%
Illinois 9 20.0%
Kansas 1 2.2%
Michigan 4 8.9%
Minnesota 2 4.4%
Montana 2 4.4%
New York 1 2.2%
North Dakota 1 2.2%
Ohio 3 6.7%
Oklahoma 1 2.2%
Utah 1 2.2%
Washington 10 22.2%
Wisconsin 2 4.4%

Total 45 100.0%

e The two biggest markets in which seasonal homes are located are Washington State at 22% and
Illinois at 20%. Michigan comes in at 9%.

- Carefree Village Center Master Plan 44




ASSESSMENT REPORT | Market Analysis

V. DEMAND ANALYSIS

HISTORICAL TAX COLLECTIONS

An analysis of Carefree’s tax collections was conducted over five fiscal years to understand trends and
identify where revenue growth is derived. The three categories analyzed include retail, restaurant/bar
and arts and entertainment. Retail sales tax comprise the lion’s share of Carefree’s tax collections,
representing 90 percent of all collections in 2014. Restaurant and bar amounts to 9 percent and arts and
entertainment is barely 1 percent of all collections. The biggest decline in tax revenue during FY 2014
was in restaurant and bar sales. Tax revenue in this category decreased by more than half of all other
preceding fiscal years. Since 2010 the overall per capita tax collections have shown a pattern of decline
from $347 to $332 per capita in 2014, which represents a 4 percent decrease.

Figure 15 - Per Capita Tax Collections by Fiscal Year
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$347.34 $347.83
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TRADE LEAKAGE

Within every market there exists some retail trade leakage. Trade leakage suggests that there is unmet
demand in the community and that additional store space can be supported. This trade leakage analysis
examines the spending taking place outside of the Town of Carefree, some of which could potentially be
captured by the local market.

The sales tax data that the city collects was aggregated into three categories (retail/groceries,
restaurant/bar and arts and entertainment) and the Carefree sales tax rate of 3% for retail and 2% for
groceries was applied to derive total sales for each category. Fiscal Year 2014, noted in Table 7, shows
tax collections of $1.16 million translating to $40.8 million in sales revenue.

Table 7 - Carefree Sales Tax Collections and Total Sales by Fiscal Year

FY2010 FY2011 FY2012 FY2013 FY2014
Tax Collections
Retail & Groceries $941,136 $934,291 $955,619 $963,974 $1,053,324
Restaurant & Bar $225,575 $233,973 $239,891 $229,558 $105,262
Art & Entertainment $2,799 $3,420 $3,116 $3,140 $4,069

Total $1,169,510 $1,171,684 $1,198,626 $1,196,672 $1,162,655
Sales Revenue

Retail & Groceries $33,241,292 $33,210,101 $33,873,510 $34,055,153  $36,886,832
Restaurant & Bar $7,519,167  $7,799,100 $7,996,367  $7,651,933 $3,508,733
Art & Entertainment $93,300 $114,000 $103,867 $104,667 $135,633

Total $40,853,759 $41,123,201 $41,973,744 541,811,753  $40,531,199

Sales generated per household for Fiscal Year 2014 was calculated and then compared to the most
recent consumer household expenditure data prepared by the U.S. Bureau of Labor Statistics for the
Phoenix MSA. For evaluation purposes, this data was aggregated into the same three categories used by
the Town of Carefree. The consumer expenditure analysis was then compared to the Town’s total
revenue by retail category.

r?" Carefree Village Center Master Plan 46




ASSESSMENT REPORT | Market Analysis

Figure 16 provides a comparison of the potential spending against the actual spending captured in
Carefree. Actual sales lag potential sales in all of the three retail categories. Retail shows a gap of $12.6
million with Restaurant and Bar at $5.6 million and Art and Entertainment at $10.8 million.
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Figure 16 - Town of Carefree Trade Leakage

Retail & Groceries
m All Spending
Restaurant & Bar -$5,5- 1 Carefree Capture
" Gap
Arts & Entertainment - $0.1
-$20 -$10 ] $10 $20 $30 $40 $50 $60 $70 $80

Millions $

Source: Town of Carefree, Consumer Expenditure Survey

RETAIL GAPS

ESI Corp utilized Esri Retail Marketplace data to identify where retail gaps occur by calculating the
Leakage/Surplus Index for the Town of Carefree and the Market Trade Area. This index provides a
relative comparison of the supply and demand across several retail product categories. The
measurement scale starts at zero and goes up from there, with 1.0 representing equilibrium, less than
1.0 means that out-shopping is taking place, and an index greater than 1.0 means that Carefree is
attracting trade from outside of the Town. As can be seen in Figure 17, home furnishing has an index of
.70 which means that demand exceeds sales by 30 percent and that consumers are leaving the area. In
contrast, lawn and garden equipment has an index of 1.4 which means that sales exceed demand and
Carefree is capturing residents and attracting consumers from outside the Town.
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Figure 17 - Town of Carefree Leakage/Surplus Index
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In contrast to the Town of Carefree is the Market Trade Area Leakage/Surplus Index. As mentioned
earlier the trade area contains 82,150 people with a median household income of $102,972. As can be
seen in Figure 18, the trade area also suffers from retail trade leakage in the same categories as Carefree
with the exception of furniture stores, grocery stores, health and personal care and drinking
establishments.
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Figure 18 - Trade Area Leakage/Surplus Index
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CONSUMER EXPENDITURE PROJECTION

As Carefree and the Trade Area continues to grow the potential for increased consumer demand is
envisioned. Using the U.S. Consumer Expenditure Survey data for the Phoenix MSA, combined with the
household average annual expenditures and MAG’s resident household projections, ESI calculated
household spending for residents living within Carefree and the Trade Area, identified in Table 8 on the
following page.

Of the total annual Carefree household expenditures of $145,301,408 for the year 2014, retail purchases
amount to 47.8 percent of all spending or $69.4 million. Of this amount the Town of Carefree captures
58.4 percent, which is based on retail sales revenue calculated from the Town’s sales tax collections.
When comparing Carefree actual sales of $40.5 million to the total retail expenditures in the Market
Trade Area (S1.3 billion) Carefree captures 2.9 percent of all spending within the Market Trade Area.
Between 2014 and 2020, retail expenditures in Carefree are projected to increase by $5.8 million, which
could potentially be available to support net new retail and eating and drinking establishments in the
Carefree Village.

As another indicator of projected growth in restaurant sales, the National Restaurant Association
prepares an industry forecast by state and Arizona is among the top six states that is projected to
experience sales growth 3.9 percent or greater.

Restaurant Sales Growth in 2014 (Projected)

NH:2.9% ' ME
VT 2.3%

MA
2.7%
Rl
2.3%

CT
2.9%

’/

0 -
IN | 2 i) 32
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/

H
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wv DE: 3.6%
%‘
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MD: 3.3%
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M 39% orHigher W 31%to 35%
W 3.6% to 38% 3.0% or Less

Source: Nationzl Restaurant Association, 2074 Restsurant Industry Forecast
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Table 8 - Carefree and Trade Area Projected Consumer Expenditures

Carefree

Category 2014 2020 2030 2040
Average annual household
expenditures $145,301,408 $157,552,647 $177,942,821 $183,854,258

Total Non-Retail (52.2%) $75,847,335 $82,242,482 $92,886,153 $95,971,923

Total Retail (47.8%) $69,454,073 $75,310,165 $85,056,668 $87,882,335
Food $18,887,696 $20,480,231 $23,130,745 $23,899,172
Alcoholic Beverage $1,592,678 $1,726,966 $1,950,467 $2,015,263
Housing $50,508,700 $54,767,394 $61,855,289 $63,910,183
Apparel and services $5,051,140 $5,477,033 $6,185,860 $6,391,360
Transportation $23,114,105 $25,062,995 $28,306,602 $29,246,975
Healthcare $8,387,922 $9,095,158 $10,272,237 $10,613,490
Entertainment $10,937,828 $11,860,062 $13,394,970 $13,839,964
Personal care products and services $1,676,503 $1,817,859 $2,053,123 $2,121,329
Reading $383,973 $416,348 $470,231 $485,853
Education $1,105,951 $1,199,200 $1,354,399 $1,399,393
Tobacco products and smoking supplies $1,116,767 $1,210,929 $1,367,645 $1,413,079
Miscellaneous $2,649,956 $2,873,390 $3,245,258 $3,353,069
Cash contributions $4,007,382 $4,345,269 $4,907,626 $5,070,662
Personal insurance and pensions $15,875,399 $17,213,950 $19,441,748 $20,087,622

Trade Area
Category 2014 2020 2030 2040
Average annual household
expenditures $2,902,346,580 | $3,363,800,720 | $4,408,745,040 | $5,043,984,680
Total Non-Retail (52.2%) $1,515,024,915 | $1,755,903,976 | $2,301,364,911 | $2,632,960,003
Total Retail (47.8%) $1,387,321,665 | $1,607,896,744 | $2,107,380,129 $2,411,024,677

Food $377,275,349 $437,259,664 $573,091,730 $655,666,381
Alcoholic Beverage $31,813,197 $36,871,287 $48,325,129 $55,288,117
Housing $1,008,894,236 | $1,169,301,827 | $1,532,538,357 $1,753,356,096

Apparel and services

$100,894,825

$116,936,443

$153,262,040

$175,344,996

Transportation

$461,696,447

$535,103,165

$701,329,722

$802,381,707

Healthcare

$167,545,903

$194,184,607

$254,506,878

$291,177,826

Entertainment

$218,479,425

$253,216,226

$331,876,313

$379,695,134

Personal care products and services $33,487,576 $38,811,881 $50,868,557 $58,198,018
Reading $7,669,735 $8,889,173 $11,650,541 $13,329,223
Education $22,090,998 $25,603,322 $33,556,839 $38,391,918
Tobacco products and smoking supplies $22,307,046 $25,853,721 $33,885,023 $38,767,389
Miscellaneous $52,931,974 $61,347,813 $80,405,139 $91,990,416
Cash contributions $80,046,108 $92,772,916 $121,592,261 $139,112,037
Personal insurance and pensions $317,105,737 $367,523,477 $481,692,419 $551,097,684

Source: BLS, ESRI, and ESI Corp
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DEMAND FORECAST

An assessment of current real estate market conditions and available supply was prepared to determine
the residual demand for additional retail and office space in Carefree though 2040. This chapter details
ESI Corporation’s analysis of retail and office demand in Carefree. To begin, a review of the general
market conditions in the Phoenix Metro area was conducted to serve as a barometer for the current
market cycle and to illustrate the uniqueness of Carefree’s market. A demand model was then prepared
to forecast the total square feet of commercial and office space that could be supported within the
Carefree Village.

Real Estate Trends

By the end of second quarter 2014, the metropolitan Phoenix market had 148.7 million square feet of
retail space with an overall vacancy rate of 9.8 percent, which represents a decrease from a year ago
when the vacancy rate was 10.9 percent. Net absorption during this period amounted to 753,891
square feet.” The total square feet of retail space within the Market Trade Area represents 2.7 percent
of the total space in metro Phoenix.

Table 9 - Retail Inventory Comparison, Carefree, Trade Area and Phoenix MSA, 2nd Quarter 2014

Sq. Ft. Under

Total Square Feet Vacancy Rate Net Absorption Construction
Carefree 286,081 18.9% 1,895 0
Trade Area 3,974,617 10.9% 31,963 79,202
Phoenix MSA 148,704,953 9.8% 753,891 411,997

Source: Colliers International and CBRE

During the same quarter, Carefree had 286,081 square feet of retail space with a vacancy rate of 18.9
percent. Unlike metro Phoenix, Carefree’s vacancy rate has been trending upwards (Figure 19). The
Market Trade Area has 3.9 million square feet of retail space with a second quarter vacancy rate of 10.9
percent. The trend in vacancy rate for the Market Trade Area is similar to metro Phoenix and has been
trending downward (Figure 20). The North Scottsdale market, in general, has a lower overall vacancy
rate at 7 percent compared to the metro Phoenix market.?

2 CBRE, “Phoenix Retail MarketView,” 2 Quarter 2014.
3 .
Ibid.
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Figure 19 - Carefree Retail Trends
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Figure 20 - Market Trade Area Retail Trends
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With respect to the office market, the Phoenix metropolitan area had 80.9 million square feet of office
space in third quarter 2014 with an overall vacancy rate of 21.7 percent. Net absorption within this
quarter experienced the largest gain seen in seven quarters.” The total square feet of office space within
the Market Trade Area represents 3.5 percent of the total office space for the metro Phoenix market.

4 CBRE, “Phoenix Office MarketView,” 3" Quarter, 2014.
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Table 10 - Office Inventory Comparison, Carefree, Trade Area and Phoenix MSA, 2nd Quarter 2014

Total Square Feet Vacancy Rate Net Absorption Under Construction
Carefree 231,579 25.9% (6,626) -
Trade Area 2,860,796 25.9% (38,897) -
Phoenix MSA' 80,962,881 21.7% 1,458,189 2,039,189

3rd Qtr, 2014

Source: Colliers International and CBRE

The total square feet of office space in Carefree has held constant at 231,579 square feet over the last
four years. Vacancy rates experienced an increase to 18.9 percent since the first quarter of this year
(Figure 21) but is less than it was during 2010 through 2012. By contrast the Market Trade Area has 2.8
million square feet of office space with a second quarter vacancy rate of 25.9 percent (Figure 22).

Figure 21 - Carefree Office Trends

250,000 25.0%
22.5% 22.8%

200,000 20.0%
& 150,000 15.0%
O
a
ey
o]
o
$ 100,000 10.0%
Z
50,000 5.0%
; 0.0%

4Q 2010 4Q 2011 4Q 2012 4Q 2013 1Q 2014 2Q2014

I Total Square Feet  ====\/acancy Rate

Carefree Village Center Master Plan

55



ASSESSMENT REPORT | Market Analysis

Figure 22 - Market Trade Area Office Trends
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Retail Demand

When forecasting the demand for retail space within the Carefree Village, a number of market segments
were analyzed including: households, employees, and demand from the secondary trade area. Varied
assumptions were incorporated into the demand model including the percentage of household income
spent on retail items, retention of sales within Carefree, employee spending within the commercial core,
and demand from the secondary trade area.

Several data sources were utilized in this analysis and include MAG’s household projections, Esri’s
median household income, Colliers retail and office occupied square feet, and the Bureau of Labor
Statistics Consumer Expenditure Survey. In addition, the Town of Carefree sales tax collections were
converted into sales revenue, which was used to calculate the percent of resident spending that is
retained in Carefree, as well as retail sales per square foot. Factors that were held constant throughout
each timeframe include the percent of discretionary income spent on retail items (47.8%), the percent
of Carefree resident spending in Carefree (58.4%) and the retail sales per square foot ($175).

Also factored into this demand analysis is the potential spending by office workers. In a recent retail
spending study conducted by the International Council of Shopping Centers (ICSC) results show that
spending by office workers as they head to and return from work can be a major source of sales
revenue. Their findings concluded that office workers in an urban market spent $165 per week on the
purchase of goods and services within the vicinity of their office building. They also found that the
demand is 2.5 times higher if the market has an abundance of retail, as opposed to other markets with
limited offerings. The total amount spent annually on transportation, dining and goods and services is
$8,580. For this analysis, weekly spending was calculated based on 50 weeks to account for personal
leave. In addition, the annual spending amount was discounted by 50 percent in 2014 to reflect the lack

= Carefree Village Center Master Plan 6
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of retail offerings in the Carefree Village. This percentage increases to 60 percent in 2020 and remains

constant for the subsequent years.

The retail demand analysis presented in Table 11 shows that in 2014 the Carefree market can support a
total of 261,598 square feet of retail space. However, when compared to the total inventory of retail
space in Carefree (286,081 square feet) there is a calculated surplus of 24,483 square feet of space.
What the analysis does not take into consideration is the amount of existing square footage that is not
desirable to retail tenants due to its location or size. Meaning, that the market may very well be likely to
support additional retail if new space was available or existing space redeveloped.

By 2020 the market is presumed to support 289,081 square feet showing a shortage of 2,932 square
feet. Over the 26 year time horizon, the net new demand for retail space amounts to 82,165 square feet

of retail space.

Table 11 - Carefree Village Retail Market Demand

2014 2020 2030 2040

Households 1,696 1,839 2,077 2,146
Median Household Income $87,938 $87,938 $87,938 $87,938
Percent of Income spent on Retail 47.8% 47.8% 47.8% 47.8%
Total Potential Retail Spending $69,454,073 | $75,310,165 | $85,056,668 | $87,882,335
Capture in Carefree 58.4% 58.4% 58.4% 58.4%
Retail Sales Potential Carefree Residents $40,531,199 | $43,948,629 | $49,636,379 | $51,285,349
Sales Per Square Foot $175 $175 $175 $175
Sq. Ft. Demand from Households 232,126 251,698 284,272 293,716
Sq. Ft. Demand from Employees 9,660 15,565 18,382 24,341
Sq. Ft. Demand from Secondary Trade Area 6,732 7,299 8,244 8,518
Total occupied Retail Space 248,518 274,563 310,898 326,575
Plus frictional vacancy @ 5% 13,080 14,451 16,363 17,188
Total Forecast Demand in sq. ft. 261,598 289,013 327,261 343,763
Less Sq. Ft. Supply of Existing Retail 286,081 286,081 286,081 286,081

Less Sq. Ft. Proposed/Under Construction 0 0 0 0

Residual Demand of Retail Space (24,483) 2932 41,180 57,682

(Excess)/Shortage

Source: MAG, Esri, Consumer Expenditure Survey, Colliers International, ESI Corp
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Office Demand

The analysis for office demand is based on MAG’s projected employment, number of employees in
office jobs, and employees per square foot. For 2014 the employees per square foot was calculated on
the total occupied square feet (187,716) divided by the total number of office workers, resulting in 428
square feet per employee. MAG uses a target of 330 square feet per office job, so for subsequent years
it was assumed that square feet per job would decrease. Office jobs are multiplied by the applicable
employment per square foot figure to calculate the total square feet needed.

The findings in Table 12 show that there exists a surplus of 33,983 square feet of office space in Carefree
in 2014. Based on employment growth by 2020 there is a shortage of 4,765 square feet of office space.
Over the course of 26 years of this analysis, net new demand for office space is 42,088 square feet.

Table 12 - Carefree Village Office Market Demand

2014 2020 2030 2040

Total citywide employment 1,549 1,899 2,157 2,423
Percentage occupying office space 28% 30% 31% 28%
Total employed in office space 439 569 663 690
Average sq. ft. per employee 428 395 362 330
Total occupied Office Space in Sq. Ft. 187,716 | 224,527 | 239,740 227,700
Plus frictional vacancy @ 5% 9,880 11,817 12,618 11,984
Gross estimate of office demand in sq. ft. 197,596 | 236,344 | 252,358 239,684
Less Sq. Ft. Supply of Existing Office 231,579 | 231,579 | 231,579 231,579

Less Sq. Ft. Proposed/Under Construction 0 0 0 0

Marginal Demand - net (excess) shortage (33,983) 4,765 20,779 8,105

Source: MAG, Colliers International, ESI Corp

MARKET SEGMENTS

It is important to bear in mind that there are a variety of variables that will influence the outcome of
these findings, including existing and future competition, growth in the market and area demographics.
In addition to the site location criteria of population threshold, many retailers and restaurants also have
additional location criteria including: a minimum number of cars per day, a targeted demographic group
(age, income, etc.), type of location® and preferred co-tenants such as grocery/supermarket,
entertainment, fashion, etc. In addition to households, there will also be demand from employees, and
visitors. Local and regionally based companies may have more relaxed site selection criteria.

Utilizing the findings of the consumer expenditure gap analysis, combined with the Carefree consumer
survey and Tapestry Segmentation information, there appears to be a variety of commercial and
entertainment related activity that Carefree should target, which is noted in Table 13.

> Type of location can include: enclosed super regional mall, enclosed regional mall, power center, outlet center,
community strip center, neighborhood strip center, pad site/outparcel, mixed use center, downtown/central
business district, freestanding, airport/transportation center, and college campus.
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Table 13 - Carefree Village Commercial and Entertainment Potential

Restaurants Retail

e Mexican e Clothing and Accessories

e Delicatessen/casual cafes and bistros e Pet supplies and services

e Organic/healthy e Luggage and leather goods

e Seafood e Sports/Recreation/Exercise Equipment
e Brew pub/wine bar e Health and personal care stores

e Organic/healthy e Book, periodical and music stores
Specialty Food Stores Entertainment

e Bakery e Performing arts

e  Wine and artisan cheese e Culinary festivals

e Organic/healthy e Concerts and shows in the amphitheater
e Butcher/specialty meats o Artfestivals

The current mix of retail uses in the Carefree Village is not in line with what consumer’s desire, as
concluded from the consumer survey. Getting the right mix of retail that consumer’s demand will
invigorate the Carefree Village and allow it to compete with other comparable retail destinations. The
challenge will be encouraging landlords to recruit appropriate high-quality tenants that match the
interests of Carefree residents and the Market Trade Area, rather than leasing space to whomever is
willing to pay the rent.

Office uses are demand anchors for retailers and restaurants, especially in the morning and at noontime.
Professional practices that include medical, legal and financial services are also desirable as they steadily
attract visitors and employ office staff, all who are potential shoppers.

Civic, cultural and entertainment anchors, such as a performing arts theater or museum, also attract a
high number of visitors and create the opportunity for cross marketing with area restaurants and
retailers. Nighttime uses such as restaurants and theaters can help make up for the smaller daytime
population from office workers.

Adding residential living to a downtown or urban village has proven to be successful in other markets.
New housing opportunities add excitement and helps create a sense of place. In addition, a residential
component provides a built in customer base that can support existing retail and restaurants and serve
as a draw to attract new business. Finally, the survey findings indicated a desire for living in the Carefree
Village.
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APPENDIX A - TAPESTRY
SEGMENTATION PROFILES

A-1
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APPENDIX C - ALL RESPONDENT
SURVEY TABLES
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