





(QFORVXUH WR KRRAHU 6 XSS OIZHY IRU %O R FN LQ\J ( '

"B1% &KDQQHOURWVBHIGBVE\ &LPD
(QFORVXUH WR KRRAHU 6XSBOIZHY IRU

& "&$5 &KDQQHOBURWVBHIGBVE\ &LPD
3© C (QFORVXUH WR KRRYHU 6X9SOIZHY IRU /('
& 3ULWWSS@9/_ ERUBGHBYLGHG E\ &LPD
Q)

'0; &DE
!

N f1IRWK 6LGH IMU—RUGHU 1RVUR$ 'DWD ZLUH EDWWHKHBESVRRI - %
Q\&O\ 6HIJPHQW 6WDU / ,QVWDOO 7KLV 6LGH 8S ,QVWDOO 7KLV 6LGH 8S
\ 1
\,OQ\$ i &LUFXLW 1 AUK 9 $PABDWKHUSURRI - %
Q)QY\ 0 /IRDG$PSV
N ;
Q\A Y = RFORVXUH WR KRRAHU 6XS®SOVZIRU /RJIR
N N %/&:DEL@LH-IPWYLGHG E\ &LPD
/f @(

-~
BRH®AHWUDWLRQ WR\ L3

“%RUG

R GLJ—%DJH

e
48
BXSSO\ FRQGXLW 'DWD 6XSSO\I&RJ /{\gg
T 7¢,
0= "%
BRHRAHWUDWLRQ WR\ IFHOXGH 3vuLpbuy "7 T SI ¢
6XSSO\ FRQGXLW 'DWD 6XSSO\ &RQGXLW 3URYLGHG E\ =
* & Ei
&LUBXIRNLGHG HWVW& $HPBWKHUSURRI - % e
/IRDG$PSV
:HV&$ GDWD ZLUHHPWREKWKIBSURRI - %
3URYLGHG E\ * & /— R 6LIQGOIH
SRRA Qe
9HQGRQHU R ELIQDIH
R 6LIQ0OI#
&¥ 'DWD ZLUH BEDWWKUHSVRRI - %
R 6LIQDI#
g 6SOLWWHU WR EH KRXVHG ZLWKLQ EXLOGLQJ HQYHORSH #
%) (o4 6RXWK (QNYMHRBRS $FFHVV +DWFK
o
>
3 .
o 5DFHZD\ (QFORVXUH :LULQJ 'LDJUDP
. g 1IRW WR 6FDOH
12 <
z 5RRI $FFHVV
T° +DWF K
Ot RRH®HWUDWLRQ WR\ 3FOXG H 3ULPDU 3 &HWLAHG URRAGURRQ@WHW®EWRWKH RQ VLWH * & WR VF
T RNl AV EeEc ANl bR AN~V etnim Ul Nt~ =y e -
QO& 6XSSO\ FRQGXLW DWD 6XSSO\ &RQGXLW 3URYLGHG E\ P RRH®HWUDWLRQ WR\ [FFOXG H 3ULPDU DOO PRXQWHG HOHFWUL;DO E}E[HV FRQEI;(I(SDWV MUQ%FFC'EJZ
=7 TR, 6XSSO\ FRQGXLW ‘DWD 6XSSC\ &RQGXLW WKH H[LVWLQJ URRI PHPE®)D DB X¥%) Q B [\ &D H
> © 0 > VIOWKBDWYWRPHBUFDBEDEYE® URRI PDODWBRRWXUH -V P
by T &LUBXIRWLGHG &R XV&K 9 HPRVBKHUSURRI - % VKRXOG QRW LPSHGH ZLWK DQ\ IXWXUH DEFHVV WR LQ
2 L | ‘ R IRDG$PSV ; (DV&$ 'DWD ZLUH EDWWHHSVRRI - %
'//0 6RX®%¥K GDWD ZLUHHBPWEKWKIBURRI - % :
o/% 3URYLGHG E\ * & ) 2 LU B (DVW 9 BPWKHUSURRI - % 5HVSRQVLEOH IRU PDLQWDLQLQJ VIRRODQW # DOO SHQ
/IRDG$PSV
&% 'DWD ZAHUEBEDODWHRQ SRLQW ZLWKLQ HQYHORSH RI I ($QWLFIRIHWHEXSSO\ (QFCRVXUR /RFOWLRQ
+, N IURRMI DFFHVV KDWFK # 6SOLWWHU GRFDWLRQ 5HG VKDGHG DUHDV LGGLEDWH VEIGD JH
9 “— 6SOLWWHU WR EH KRXVHG ZLWKLQ EXLOGLQJ HQYHORSH # .
S WLFLSDWH 58CLWWHY IREFDW!L R
L\ & BRXWK (QMWHBERS $FFHVV +DWFK Y S —— i 2
N A$\2~3Q ug M 'DWD ZKLS ZLWKLQ ZHDWKHIGUSURRITL - % #
\@ > . . g SULPDSSO\ ZKLS
<—UBRXWK 6LGH /(' %RUGHU X $GHTXDWB Q HRRY BFFHV V
crmnom ey BB SULRD/AXSSO\ ZHDWKHUSURRI - % # CRFDWLRQV
9HQG|R(ZJ'|U 30DQ 9LHZ (OHFWULFDO '"HWDLO nzol 0 ’
6FDOH U m %ORFNLQ.J DUHD
\ &LPD 1HWZRUN ROQIEFH 7KLW @R U LJDQPSXE OG VO GQH DEMKIGP DHWZRQRWWV XE P LWRWH G, $QOHFAUDARF DQXIDFWRHHBKIHTXLUHRAHQWE& O LAMSHBNI $1$ -RE 6LWH;; ?:1+
\R XHJ[F O XWH Y HHEZR Q Q H EWWWR QR MEHE'®U R S REAGIGP DH W Z R Q K MW/ 8, DQGQVWWBOHWEUHTX LU HRAHQW.E RWKH [ .
1HZ %ULWDLD®»OYG Q RMR H/KRMQ\RQXIW\YIRER;UJDQL]QW.LIMV\(RI—KVHUEHSURGD(FFSHLG—iG ). 1 ( 1DWLRQBOWLREBOG RWKHISOL FrrFar HY | (ZJ %0% 3P -% $GGUHVVRRGV 'ULY
&KDOIRBQW 3 ZZZFLPDQHWZR URN[KRER @ @B VK ZR W KRS U H ¥ RO G R/IBIGPDH W Z RQ R 7KILQFORGRIHB X QO RGRQGRYIH JQ DWH 6NRNLH ,/



APPLIED ECONOMICS

ECONOMIC AND REVENUE IMPACTS
OF PROPOSED CARVANA VENDING MACHINE
IN THE VILLAGE OF SKOKIE, IL

JuLy 2021

11209 N. Tatum Boulevard, Suite 225 * Phoenix, AZ 85028 * 602-765-2400 tel * 602-765-2407 fax



1.0 INTRODUCTION

Applied Economics was retained by Carvana to analyze the potential economic and revenue
impacts of a new auto vending machine in Skokie, Illinois. Carvana is a leading on-line seller of
pre-owned vehicles. These vehicles can be delivered directly to the customer’s location, or can
be picked up at a vending machine fulfillment center such as the one that is being proposed in
Skokie.

This analysis is intended to provide a framework for understanding the economic and revenue
impacts that this development would have on the village. This vending machine is a very
efficient sales generator starting at about $1,300 per square foot in annual sales compared to
$200 to $300 per square foot for a typical retail store.

1.1 Project Description

The proposed site is at 9801 Woods Drive on the west side of the Edens Expressway (I-94), in an
existing surface parking area between an office complex and the Optima Old Orchard Woods
apartments. The vending machine would be opposite the Westfield Old Orchard shopping
center that is just across the Edens Expressway. The vending machine structure would be
comprised of a 7,000+ square-foot one-story building with 14 tiers of vehicle display for a total
of 15,000+ square feet.

The Carvana vending machine would be very compact compared to a normal auto dealership.
The amount of traffic would also be much less than for a typical dealership since the vending
machine would only serve customers who are simply taking delivery of their purchased vehicles
at pre-scheduled delivery times.

This analysis assumes 20 employees working at the Carvana site at an average annual wage of
$45,000. This would be the third vending machine in the Chicago metro area, but given the size
of this market, it is anticipated that an additional boost in sales that would occur if a vending
machine opened in Skokie. Annual vehicle sales at this new vending machine are expected to
start at $19.5 million in the first full year of operations and increase to $176.0 million per year
by Year 10.'

" These sales projections were provided by Carvana and have not been independently verified by Applied
Economics.
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2.0 IMPACT SUMMARY

The construction of a 15,000+ square-foot auto vending machine would provide a range of
economic and revenue benefits to the village and county as described below. The site is ideally
located to take advantage of visibility from Interstate 94, and would be the third car vending
machine in the Chicago area. Although individuals in the region can currently purchase vehicles
through Carvana for home delivery, in which case the sales tax generated goes to the city or
town in which the purchaser lives, the option of taking delivery of these vehicles at a vending
machine in Skokie would create a significant stream of new revenues with limited impacts at
the site.

About 70 direct construction jobs and approximately 35 additional indirect jobs could be
supported in Skokie during the construction phase, based on construction expenditures of
$10.4 million. The multiplier effects of this construction spending would result in a $16.5
million one-time total impact.

Once completed, the vending machine could generate annual economic impacts of $4.2
million. The vending machine would directly support about 20 jobs, plus an additional 10
jobs at other local businesses that are vendors to the Carvana site, or businesses where
employees make purchases.

Based on projected sales volumes at the proposed Carvana vending machine in Skokie, the
site could generate an estimated $8.9 million in new sales taxes to the village over ten
years, based on the Village of Skokie receiving 1 percent of the 6.25 percent state sales tax.
The vending machine could generate a sizeable amount of new sales taxes for the village.

The proposed Carvana vending machine would provide the Village of Skokie with an
opportunity to capture not only a greater share of used car sales from residents, but also a
greater share of sales from residents of surrounding communities by offering a new high-
visibility fulfillment center that is not currently available in this part of the Chicago metro
area.
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3.0 ECONOMIC AND REVENUE IMPACT ANALYSIS

The economic impacts resulting from the development of a Carvana vending machine in Skokie
include both the one-time construction impacts and on-going operations impacts. These
impacts are quantified in terms of direct and indirect jobs, labor income and sales or output
that would be generated by the project. Indirect impacts are the result of the multiplier effect
and capture supported supplier and consumer businesses and employees in Skokie that would
benefit from this new development.

3.1 Construction Impacts

The construction costs for the 15,000+ square-foot vending machine are estimated at $10.4
million, based on information provided by Carvana. The direct and total increase in economic
activity from new construction expenditures are shown in Figure 1. The project could create
approximately 70 direct construction jobs and 35 additional indirect jobs. The multiplier effects
on local suppliers could result in a total increase in economic activity of about $16.5 million,
including about $6.3 million in labor income in Skokie and the surrounding area during the
construction phase.

FIGURE 1
ECONOMIC IMPACT OF CONSTRUCTION

Direct Impacts Total Impacts
Construction Labor Labor
Cost  Jobs Income Output Jobs Income

$10,432,637 70 54,257,494 $16,529,210 105 $6,255,025

3.2 Operations Impacts

The total increase in on-going economic activity from the proposed development is shown in
Figure 2. These impacts are projected to occur on an annual basis once construction is
complete.

FIGURE 2
ANNUAL ECONOMIC IMPACT OF OPERATIONS

Direct Impacts Total Impacts
Labor Labor
Output Jobs Income Output  Jobs Income
$2,524,051 20 $900,000 $4,193,531 30 $1,535,960
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The vending machine could directly support about 20 jobs at an average annual wage of
$45,000 based on the assumptions provided by Carvana. This level of employment would
translate into about $900,000 in direct annual labor income, or payroll.

The vending machine could create a total annual impact of $4.2 million on an on-going basis.
This would include 20 direct jobs plus 10 additional jobs at other local businesses and about
$1.5 million in total annual labor income. Note that unlike economic impacts for other types of
uses, output impacts for retail industries represent the retail margin on the items sold, since
those items were originally produced elsewhere.

The differences between direct and total impacts are called multiplier effects. Multiplier effects
are a way of representing the larger economic effects on the local economy. The multiplier
effects translate to an increase in output (loosely defined as sales, less inventory and
transportation costs) into a corresponding increase in jobs and labor income. In essence, the
multiplier effect represents the recycling of local spending. This recycling process creates new
business opportunities.

The multipliers used in this analysis are from IMPLAN, a national vendor of economic impact
software, and are specific to Skokie and Cook County. Industry specific multipliers were used
for auto dealerships and for commercial construction.

3.3 Revenue Impacts

In addition to the economic impacts, the proposed development would generate significant on-
going revenues for the village. The village receives 1 percent of the 6.25 percent state sales tax
collected on vehicle sales to Illinois residents.

Taxable sales projections used in this analysis are based on past sales data from the Atlanta
vending machine and reflect Carvana's strategic approach to market penetration. Projected
sales are then adjusted for total used car sales in the Chicago regional market, Carvana’s market
share and the length of time that Carvana has operated in that market.

The level of unit sales attributed to the vending machine in Skokie is projected to result in
annual taxable sales of $19.5 million per year in the first full year of operations, increasing to
$176.0 million by the tenth year of operations. This would translate into annual sales tax
revenues to the village of approximately $195,000 to $1.8 million per year over the ten year
period, resulting in total sales tax revenues to the village of $8.9 million over ten years (Figure
3). Automotive and gas station sales currently make up about 25 percent of all taxable sales in
Skokie that are subject to state sales tax, and the additional sales from the vending machine
could significantly increase state tax collections in the auto sector, a portion of which is
returned to the village as reflected in Figure 3.
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FIGURE 3
ANNUAL SALES TAX IMPACTS

Village Share of

Year Sales Tax
Year 1 $195,317
Year 2 $343,299
Year 3 $459,984
Year 4 $568,456
Year 5 $650,053
Year 6 $797,512
Year 7 $1,107,527
Year 8 $1,454,600
Year 9 $1,600,000
Year 10 $1,760,000
10 Year Total $8,936,750

* The Village of Skokie receives 1% of the 6.25% state sales tax
applicable to motor vehicle sales to lllinois residents.

3.4 Summary

The proposed car vending machine is a unique, high-visibility project and would not only create
economic benefits for the village in terms of jobs and payroll, but would also generate a
significant stream of sales tax revenues. This project is a very efficient sales generator with
more than $1,300 per square foot in annual sales in the first full year of operations compared
to $200 to $300 per square foot for a typical retail store.

Given the regional nature of auto dealerships, the Carvana project would also provide the
Village of Skokie with an additional opportunity to become the point-of-sale for auto purchases
by customers throughout the region, thereby increasing the vehicle sales captured within the
village. In addition, this project could increase the overall visibility of the village, creating a
synergistic effect on sales for both Carvana and other nearby businesses.
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CARVANA

Statement of Effects of the Proposed Use

A statement of the effects of the proposed use upon the character of the neighborhood,
surrounding property values, traffic conditions, public utilities, storm water detention, and other
matters pertaining to the public health, safety, morals and general welfare of the community.
Give reasons to support your statements.

Response:

Character of the Neighborhood:

The location for the proposed development is at the far northwest extremities of the Village of
Skokie. Itis located in the Village’s only OR (Office/Research classification) and surrounded
almost exclusively by commercial or institutional development. The only exception is the
massive Old Orchard Woods residential development immediately adjacent to the south. The
OR district is separated from the rest of the Village by the Edens Expressway and provides the
Village’s only opportunity for high density-expressway oriented development. Located adjacent
to the Old Orchard Road interchange with 1-94 (Edens Expressway), the district is completely
built out with mid-rise offices (5215 Old Orchard Road, Old Orchard Towers), hotels (Extended
Stay America, Hampton Suites, Residence Inn Marriott), institutional uses (Cook County Circuit
Courts, Holocaust Museum) and other low-rise office uses. Immediately north of the subject
property is largely vacant office space that formerly housed Everest College, Rand McNally and
Peapod. Just north of those vacant properties are medical offices occupied by North Shore
Medical and a kidney dialysis center. Immediately south, as mentioned, is the Old Orchard
Woods 646 unit residential development with the National Holocaust Museum next south.
Adjacent to the west is the Cook County Forest Preserve Harms Woods. The proposed
development is a uniqgue commercial use that is compatible with the expressway-oriented nature
of other businesses in the vicinity. The intensity of the proposed use is far below what is
permitted in the OR District and provides a buffer between the residential use to the south and
other potentially more intense uses to the north. Under the OR zoning district provisions, two
190’ structures with a 9-story parking garage can be constructed on the site under the OR bulk
regulations. The proposed development leaves the vast majority of the site unencumbered by
structures with enhanced landscaping and amenities such as a pedestrian connection to the
bicycle path east of the subject property. The proposed use is for automobile sales. The
Carvana automobile sales model is distinctly different from traditional automobile dealers.
Customers browse vehicles online, with access to numerous interior and exterior views, and
purchase their vehicle online. The vehicle is then either delivered to the buyer, or can be picked
up from a Carvana vending machine location. Vehicle sales do not occur on the subject
property, as with traditional dealers. Instead, customers are given appointments and arrive at
the site to pick-up their vehicle, which they have already purchased online. No servicing or
fueling of vehicles occurs on the subject property. On average, 3 —4 multi-car haulers per day
will deliver cars to the subject property. The proposed use will employ approximately 30 people,
in three 10-employee shifts. Typical hours of operation are 8AM to 8PM, Monday through
Saturday.

Carvana separates itself from other Auto Sales uses through its unique customer experience
and its iconic Car Vending Machine Fulfillment Center. Because the Vending Machine is
Carvana’s “visual representation of the company”, the building itself employs a uniquely iconic
signature architecture that visually illustrates an innovative technology company. As the building



CARVANA

itself is so tied to the image of the business, sites adjacent to freeways with high traffic volume
and visibility are of the utmost importance to the marketing of the business and its success. As a
result, sites with expressway frontage are most desirable. The building itself is striking from an
architectural perspective embodying the tenets of modern architecture with its use of steel and
glass, structural expressionism, and transparency — expressing the purpose and function of the
building particularly in the evening hours when the interior lighting makes the content of the
vending machine tower most visible. The tall, slender vending machine tower component’s
proportions are visually pleasing and its signage tasteful and complimentary. The proposed
development will activate an under utilized parking lot and provide 24 hour security monitoring
as well as enhanced security during its operating hours.

All'in all, the proposed development is compatible with the character of the surrounding
neighborhood, enhances and upgrades the existing physical environment, activates an under
utilized area at an appropriate level, increases neighborhood security, and adds an aesthetically
pleasing, slender and elegant and iconic structure. Given the foregoing, the proposed
development enhances the character of the surrounding neighborhood.

Property Values:

As mentioned earlier, the proposed development is compatible with and enhances the
surrounding neighborhood. It does not increase the danger of fire or explosion, no hazardous
chemicals or materials are stored on-site, and there is no excessive noise or vibration generated
by the proposed use. There is nothing, from a land use perspective that would have a negative
impact on property values.

Traffic Conditions:

As indicated earlier, the intensity of use of the site falls far below what may be permitted under
the OR zoning classification. According to a trip generation study undertaken by Kimley Horn &
Associations and dated July 16, 2021, the proposed Carvana facility will generate approximately
128 weekday trips (20 during the AM peak hour and 20 during the PM peak hour) and
approximately 130 weekend trips (32 during the peak hour). This rate of traffic generation is well
below that of traditional auto dealerships and well below the traffic generation profile of a
maximum development scenario on the subject properties. Traffic generation for the proposed
use is similar or less than that of surrounding uses and should not place an undue burden on
the adjacent roadway network.

Public utilities, storm water detention, and other matters pertaining to the public health,
safety, morals and general welfare of the community:

Adequate public and private utilities are available to the site and the nature of the use will not
place an undue burden on capacity given the modest intensity of use. No significant change to
permeable surfaces is anticipated on the site but for increased landscape area over the existing
condition. The site plan will go through MWRD review and will upgrade storm management
capacity on the site as per the required permitting process. As mentioned earlier, the proposed
use does not increase the danger of fire or explosion, no hazardous chemicals or materials are
stored on-site, and there is no excessive noise or vibration generated by the proposed use
therefore there are no adverse impacts on public health safety, morals and general welfare of
the community. The proposed use is a positive tax-generating business enhancing the general
welfare of the community.



