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PRESIDENT'S MESSAGE

ORELL ANDERSON, MAI
BELL ANDERSON & SANDERS, LLC

I hope many of us were able to take a break this summer and enjoy some time away
from work. | took occasion with my family and holidayed with relatives in Sweden and
the Netherlands. | was amazed at the hospitality they all showed us. That being said,
I have a long list of cousins all planning to visit us in the next year. Maybe some
relocation assistance would be helpful as our home fills up with Viking and Dutch
pilgrims.

I look forward catching up with everyone at lunch next Tuesday, September 11"

As | write this message, | pause and take a breath and invite all of you to fly your
flags next Tuesday as a mark of reverence for 9-11. Thank you.

Mike Quijano and | attended the 53rd Annual Education Conference in Sacramento,
among various other members of our chapter. Our Tri-Chapters (1, 57 and 67) lost
out on the bid for the 2012 education conference. That was dead-last, lost by a
landslide, with ultimately only one vote (me) still standing for SoCal, way below Reno,
Charleston and the winner. Congratulations and perhaps some commiserations to
Seattle (a lot of fun and excitement, but also a lot of work)! Go to irwaonline.org for
details.

Chapter 67 (Katherine Contreras) is firm on continuing to produce the preeminent
circular not just in Region 1, but internationally. Orell unbelievably continues to man
the helm. Thank you all for your help.

Remember, Tuesday’s luncheon will be at the noticeably lower price of $0.00 (i.e.
free; and Classical Liberalism said there ain’t no such thing!) to any one who is a
member of our chapter. Keep in mind our Board of Directors meeting will follow
immediately afterwards. All are invited.

See you on Tuesday,
Orell

IRWA Chapter 67 would like to send out a special thank
to all our sponsors for their continued support.
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Vacation Photograph: my Sons (Soren, left with Dane, center) and their cousin at
Ektorp, a Viking ring-fort in Oland, Sweden and one of the first Right of Way projects
known of in Scandinavia. Circa 300 through 1300 AD.

CHAPTER BUSINESS MEETINGS — SUCCESS IS OUR GOAL

Your Chapter’s Executive Board continues its duties and obligations to chart the
success of the premier IRWA Chapter. We encourage members to attend and see
your Executive Board in action.

The Executive Board meets the third Tuesday of the month at 8:30 AM in the
conference room of the Law Firm of Rutan & Tucker LLP - 611 Anton Blvd., Ste.
1400 Costa Mesa, CA 92626-1998.

Next Board Meeting is: September 11, 2007*
*This meeting will be held after the general IRWA 67 luncheon.

September 11, 2007 Speaker

Ricardo Goni
Desmond, Marcello & Amster

With 10 years of experience as a business valuation and economic damages
consultant, Ricardo Gofii is a Senior Manager at Desmond, Marcello & Amster.
Ricardo specializes in goodwill loss appraisals and has prepared numerous analyses
ranging from “total takes” of small “mom and pop” businesses to complex “part takes”
of various manufacturing, retail and service companies, among others.

He has been retained as an expert witness on several right-of-way related
assignments for CALTRANS and the City of Daly City in the San Francisco Bay Area.
Ricardo has successfully completed all four business valuation examinations
administered by the American Society of Appraisers and is a graduate of Harvard
University, where he majored in economics. His clients consist of private businesses,
public agencies, and attorneys representing parties involved in financial disputes.
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October 9, 2007 Speaker

Chris Norby, Chairman, Orange County Board of Supervisors

Holiday Inn, Orange County Airport
2726 South Grand Avenue, Santa Ana
11:30 a.m. — Hospitality
12:00 noon — Luncheon and Speaker
$17.00 per person
(Please RSVP to jmunsey@semprautilities.com)

GOODWILL LOSS AND
FIXTURE & EQUIPMENT APPRAISALS

Ei3TARRIIHEDS 1950

* Expere Wienen Tririmany #* Buddgerary Estimutes
* Acquirition Apprainaly * Candemmation Appraiuls

iy Ciemrer Div., Suine 525, Loa Angebes, CA 0045 Tel (388) 240.5184
155 Banh St 16th Floor, 3an Francesco, CA 94104 Tel (415) 439-8390
Webmne: www.admavalue.com

Epic Land Solutions, Inc.

A FULL SERVICE RIGHT OF WAY
CONSULTING FIRM

Voice: 3I0=178-1178

Fan: JI-373.055%8

E-mail:  FimOhosamgar gpii i
Wiebmite: womw g b Com

24080 Madison Street, Suite 203
Torrance, CA 90505

Crockett & Associates, Ltd.
APPRAISERS

Furituvs + Fixfures = Machinery = Eguipment

Richard 8. Crockett, Jr

4367 HIGHWAY 78, SUITE 104 - SANTA YSABEL, CA 82070
(760) TES-4634 + FAX (760) 765-4638
Cell: (TE0) 445-5002 « Rich@calal.org
CALVAL ORG

Page 3 of 19




Hospitality:

Joe Munsey

Sempra Energy Utilities
(714) 634-3143
jmunsey@semprautilitie
s.com

Member at Large/
Transportation

Larry Stevens SR/WA
Overland, Pacific &
Cutler

(949) 951-5263
Istevens@opcservices.

com

Relocation Advisor:
Michael Quijano, R/W-
RAC

The Relocation
Specialists

(949) 661-0531
jmquijano@earthlink.net

Court and Bar Liaison:
Mike Rubin, Esg.

Rutan & Tucker, LLP
mrubin@rutan.com

Environmental
Issues:

Stanley G. White, R.G.
Converse Consultants
(714) 444-9660

swhite @conversecons

ultants.com

Pipelines
Representative:

Joe Munsey

Sempra Energy Utilities
(714) 634-3143

jmunsey@semprautilitie

s.com

Survey:
TBA

BURDLE OF BWRITES

INTERHATIOHAL RIGHT OF WAY ASSOCIATION

ORAHGE COUHTY CHAPTER &7

18101 Yon Karman, Suite 1800
Irvine, CA& 92612
www.irwatG?.org

EDITOR’S CORNER
Katherine Contreras, Esq.
Nossaman, Guthner, Knox & Elliot, LLP

Yes, it's that time of year again. The kids are back in school (mine for the first time —
sniff, sniff) and the weather is cooling (okay, maybe not). But one thing that is
happening is that Chapter 67 will be holding its monthly meetings and offering great
educational opportunities for its members. Remember, our next lunch is Tuesday,
September 11 at the Holiday Inn in Santa Ana. Our speaker will be Ricardo Goni
from Desmond, Marcello & Amster, and he will be speaking on goodwill, using a case
study. | hope to see you there.

Also, mark your calendar for our October 9" lunch. Our speaker will be Orange
County Board of Supervisors Chairman Chris Norby. Hope to see you there.

SPECIAL OFFERS FOR OUR MEMBERS

Members Only “Club”

For Chapter 67 Members, our September 11th luncheon will be on the Chapter.
Read slowwwly, no...... charge....... to....... attend........ luncheon. To manage the
head count please RSVP to Joe Munsey: jmunsey@semprautilitites.com.

Raffle Donations Needed

Sponsoring a raffle item is a great way to get your firm’s name out there. If you or
your company would like to donate something for the raffle, bring it to the luncheon or
contact Mike Quijano for details (imquijano@cox.net).

Education Coupon and Survey

| hope everyone has filled out the education survey which was circulated last spring.
For those of you that are new, Marilyn Stuart is our Education Chair (and has
successfully submitted her candidacy for SR/WA certification — way to go Marilyn).
Marilyn continues to do a fabulous job in bringing our members the courses they
need. But she also needs your help. So please, take a few minutes to fill out the
education survey. It can be found at:

http://www.surveymonkey.com/s.asp?u=937482808201

As a continuing sign of the Chapter’s support of its member’s education, we are
pleased to continue offering the education coupon for valuable savings on Chapter 67
courses and seminars included at the end of this newsletter. Bring this coupon with
you to lunch and ask Dan Curren (our Treasurer) to sign your coupon and you will be
1/3d of the way to your $100 off.

Looking forward to seeing you all at the lunch on September 11th.
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CASE OF THE MONTH

California Court of Appeal Approves of New Method to
Value Business Goodwill in Eminent Domain Cases
by David Graeler and Kathlynn Smith,
Nossaman, Guthner, Knox & Elliott

What is business goodwill, and how is it properly valued? This is the primary issue
addressed in the recent Court of Appeal decision of Inglewood Redevelopment
Agency v. Aklilu (July 30, 2007, B185107) ____ CaI.App.4th __[2007 Cal. App. LEXIS
1258]. Business goodwill is defined by the Code of Civil Procedure as the “benefits
that accrue to a business as a result of its location, reputation for dependability, skill
or quality, and any other circumstances resulting in probable retention of old or
acquisition of new patronage.” (Cal. Code Civ. Proc. §1263.510.) The process of
quantifying goodwill value is difficult because it is an intangible asset. Recognizing
the complicated nature of valuing goodwill, the California Supreme Court in People ex
rel. Department of Transportation v. Muller (1984) 36 Cal.3d 263, held that there is no
single acceptable method to value goodwill. In approving the use of an excess
earnings approach to value goodwill, Muller found that the nature of the business will
necessarily affect the method in which goodwill is analyzed.

Building on this concept, the Court of Appeal in Aklilu approved, for the first time, the
use of a cost-to-create approach to value business goodwill in eminent domain
actions. The business at issue in Aklilu was an auto repair business that was located
within a redevelopment area. The business did not report a profit for four of the six
years it operated at the subject location. Both parties agreed that under an excess
profit test, the business did not have any goodwill. The appraiser for the business
owner, however, determined that goodwill existed despite a lack of profits, and valued
the goodwill solely using a cost-to-create method. Under this method, the appraiser
evaluates the costs incurred to create the goodwill asset, including labor and material,
and then assigns an estimated percentage of return on the investment to arrive at the
total cost to create. The Court of Appeal expressly approved the use of this valuation
method where a nascent business has not yet reported any profit but clearly has
goodwill prior to the taking of the real property.

The significance of the holding in Aklilu is evident because the court appears to have
expanded the proper application of the cost-to-create approach. Loss of goodwill has
been generally valued in eminent domain actions by analyzing a business’ excess
profit or by a profit advantage technique. If there is profit beyond the normal
economic return of the tangible and identified intangible assets, then this excess profit
signals the existence of goodwill. Conversely, cost approaches to valuing goodwill
have typically been used to confirm a value obtained by a profit-based approach or to
reconcile a value that is either too high or low. Additionally, the cost-to-create method
has typically been used as a standalone method when valuing intangible assets such
as patents or trade secrets when there is no other feasible valuation approach. Itis
particularly useful when the market for the intangible asset has not yet been
developed or cannot be practically estimated, but there is sufficient evidence that a
market can and will be generated. This is not usually the case for auto repair garages
like the business in AKklilu. Instead, an auto repair business is normally the type of
business that can be valued using a market or income based approach.
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Consequently, Aklilu appears to have expanded the proper and customary use of the
cost-to-create approach.

Aklilu also seems to signal a shift in the traditional view that the existence of goodwill
is determined primarily by whether profit exists. Instead, Aklilu suggests that goodwill
should be determined independently of profits prior to employing a method of
valuation. In this regard, the Court of Appeal appears to treat goodwill the same as
“going concern” value. Going concern is an intangible value enhancement for an
established business that exists irrespective of the business’ profits. The court in
Aklilu indicates that the “distinction between going concern value and goodwill is not
clear and both refer to intangible assets.” Thus, the court concludes that the
appraiser for the business properly valued goodwill and that the distinction between
these concepts is not an adequate ground to overturn the award in favor of the
defendant. This is noteworthy because while goodwill and going concern are both
intangible assets, the legislature has only permitted recovery in eminent domain
actions for loss of goodwill. This argument was raised by Inglewood, but rejected by
the Aklilu court.

Aklilu also appears to further broaden goodwill valuation methodology by permitting a
goodwill appraiser to include a return on tangible assets in what he or she claims is
goodwill — a practice that was identified as improper in Muller. In Aklilu, the
defendant’s appraiser testified that the value of the business’ goodwill would
decrease if the business’ tangible assets were worth less because a smaller
adjustment for the return on tangible assets would have been made. Inglewood
argued that Aklilu’s appraiser improperly included a return on tangible assets in his
valuation of goodwill in violation of the guidelines set forth in Muller. Although the
Court of Appeal acknowledged that the defendant’s appraiser accounted for the
business’ tangible assets in determining the value of the goodwill, it rejected
Inglewood’s argument. Instead, the Court of Appeal determined that “merely”
accounting for the tangible assets in the cost-to-create approach does not violate
Muller because it does not necessarily mean that goodwill was measured by including
the value of tangible assets. Accordingly, the Aklilu decision appears to relax Muller’s
requirements that goodwill be valued exclusive of the value of a business’ tangible
assets or the return on those assets.

The decision in Aklilu could have significant and far-reaching implications. First, there
appears to be support for the notion that the Court of Appeal has created a new class
of businesses that may properly assert claims in eminent domain cases for loss of
business goodwill. This is true because businesses no longer have to present
evidence of profitability to recover compensation for loss of goodwill. Instead, they
can base their claim on cost-based valuation methods after an appraiser determines,
or at least states, that the business has goodwill. This will likely increase the number
of businesses who will seek compensation for loss of goodwill in eminent domain
actions.

Second, Aklilu relies heavily on Muller’s holding that there is no single way to value
goodwill in order to create a new valuation method in eminent domain. As a result,
business appraisers may feel emboldened to employ valuation methods that have not
previously been used in eminent domain actions to establish a loss of goodwill. In
fact, business appraisers may now be able to label “going concern” value as goodwill
and survive attacks regarding compensability.
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Third, litigation costs in eminent domain actions involving loss of business goodwill
claims may increase. By creating a new class of litigants through a new valuation
method, the gap between the amounts each side believes represents “just
compensation” will widen. Accordingly, issues concerning goodwill compensation
will be more hotly contested, and it is likely that more businesses will be successful
with their claims for loss of goodwill because they no longer need to show a profit.

For these reasons, Aklilu appears to be a victory for businesses in the ongoing tug-of-
war between condemnors and condemnees.
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NEWS AND EVENTS

New Members and Transfers
NEwW MEMBERS TRANSFERS

Tina Krause Nothing to Report
tkrause@surfcity-hb.org

Lorena Munoz
munozl@sec.com

Kellie Billante
Jessica Dixon
Sergio Emora

Forrest Thatcher

Events

September Luncheon:

For Chapter 67 Members, our September 11th luncheon will be on the
Chapter. Read slowwwly, no...... charge....... to....... attend........ luncheon.
To manage the head count, please RSVP to Joe Munsey

Board Meeting:
The next board meeting is September 11, 2007 immediately following the
luncheon

Mossaman's Eminent Domain Group Offers
Unparalleled Expertise In Represanting
Clients In Eminent Domain Litigation.

CH CHAR RECORD.

MEET CUR TEAM.

Rk Fress Rk eyl [Brad Kubn
Kathenng Confrirgy  Ban Ruben Do Grmeber
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ARTICLES

2008 Service Awards

In keeping with our annual tradition, IRWA Chapter 67 Presents Three (3) Awards for
service to the Chapter at our January luncheon:

The New Member Service Award
The Sustained Service Award
The Employer of the Year Award
In October a Nominations Committee will be appointed by Board to begin the

nomination process. Not to early to take stock on who you plan to recommend for
these awards.

Chapter 67 2008 Officers and Chairs

OFFICERS

Elections for Chapter Officers are around the corner. Per Chapter by-laws, Chapter
67 members nominate at the October luncheon Chapter Officers for the 2008 term.
The Board will appoint its Nomination Committee at its September board meeting.
The following offices are open:

Mike Quijano, RW-RAC, of The Relocation Specialist, President *
President Elect

Treasurer

Secretary

Professional Development

!President-Elect automatically installed as President per by-laws.

CHAIRS

The strength of the Chapter 67 is directly related to the Chapter Chairs. The Chairs
constitutes the remainder of the Chapter Board and are its vital link to the Chapter
Members. Though many of the Chapter Chairs are filled by “returnees,” there is
always room for Chapter Members to volunteer and give back to Chapter. Please
consider a Chair should you receive a call from your Executive Board.

Please go to the articles section of our website for specific job descriptions.
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In The News
Larry Stevens

I noted an article last Thursday, August 23, 2007 in the LA Times stating that the
Bank of America has loaned Countrywide Funding $2 billion at 7.5 percent. How
does a firm borrow money at 7.5 percent and then loan it to other folks at something
on the south side of 7 percent?

| couldn’t help being reminded of Joseph Heller's Catch-22 character, the perplexing
Lieutenant Milo Minderbinder, who as head of the “Syndicate” gladly bought chicken
eggs at 7 cents apiece in Malta to sold them for 5 cents apiece in Pianosa. After
passing on this revelation in macroeconomics to Youssarian, the equally strange
main character of the story, he proudly crowed “and every man has a share.”
Somehow the fact that everyone shared in this mangling of Adam Smith’s principles
of economics made it all seem fair and correct. It was only later in the book that we
find out that Minderbinder actually bought the eggs for one cent in Sicily and was
artificially inflating the price of eggs in Malta to keep everyone buying their eggs from
the Syndicate.

How do the wizards at Countrywide Funding intend to make money on this Orwellian
scheme for funding their corporation? Perhaps they will make it up on volume. Or is
this just another CEO who will walk to the door with bulging pockets, while the
shareholders are left holding the bag?

In the Post-Kelo Eminent Domain War, Public Agencies Win Battle Concerning
Valuation of Property Subject to Potential Dedication Requirement

by Rick E. Rayl and Brad B. Kuhn

Nossaman, Guthner, Knox & Elliott

Congress, state legislatures, and the public caught eminent domain fever following
the United States Supreme Court® 2005 announcement of the decision in Kelo v. City
of New London decision. Now, California courts seem to have jumped on the
bandwagon, issuing a series of key eminent domain decisions this year. In just the
past few weeks, courts have issued two rulings landowners applaud (see California
Supreme Court Seeks to Clarify Roles of Judge and Jury in Eminent Domain Cases,
and California Court of Appeal Approves of New Method to Value Business Goodwill
in Eminent Domain Cases). Now, the court has issued a decision condemning
agencies can tout. In State Route 4 Bypass Authority v. Superior Court of Contra
Costa County, the court confronted the often misunderstood question of whether a
dedication requirement satisfies the constitutional requirement that it be “roughly
proportional.”

When a public agency is acquiring property, a portion of which the landowner would
be required to dedicate as a condition of development (whether it be for a public
street, flood control, etc.), the property that would be required for dedication is valued
based on its existing use -- not based on its highest and best use. In the State Route
4 Bypass Authority case, the court first provided a clear framework for analyzing
dedication requirements in the eminent domain context. Three key questions
predominate:
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1. Reasonable Probability of Dedication: In order to value the
property at the lower, pre-development value, the agency must prove
that a reasonable probability exists that the public entity would have
conditioned approval of developing the property on the specific
dedication.

2. Essential Nexus: To satisfy the constitutional standard identified in
Nollan v. California Coastal Commission (1987) 483 U.S. 825, the
agency must show that the dedication would advance the same
objective for which it would be imposed.

3. Rough Proportionality: To satisfy the constitutional standard
identified in Dolan v. City of Tigard (1994) 512 U.S. 374, the agency
must demonstrate that it made an individualized determination and
concluded that the required dedication is “roughly proportional” both
in nature and extent to the impact of the proposed development.

The State Route 4 Bypass Authority (“Bypass Authority”) sought to acquire two
parcels in connection with the extension of a new highway in eastern Contra Costa
County. Before the valuation trial, an issue arose as to the validity of a right-of-way
dedication requirement applicable to the properties, which required landowners
proposing development to dedicate a 110-foot strip of land for the highway. Although
the highest and best use of the property was commercial or residential development,
the Bypass Authority’s appraiser valued the portion that would have been required for
dedication based on its existing, agricultural use.

The trial court had no difficultly finding that the dedication requirement satisfied the
“reasonable probability of dedication” and “essential nexus” tests, but concluded that
the dedication failed to meet the “rough proportionality” test. The Court of Appeal
disagreed, and its analysis of “rough proportionality” -- and how it is proven at trial --
are the central focus of the opinion.

While the case has larger implications in the land use context, the key holding for
eminent domain practitioners may be the court’s determination concerning how public
agencies prove that they made an individualized determination that the requirement
qualifies as roughly proportional. This issue has been problematic because in the
eminent domain context, the dedication requirement is typically hypothetical -- which
makes it difficult for the agency to show that it had made the required “individualized
determination” that the dedication requirement would be roughly proportional. The
State Route 4 Bypass Authority court helped solve this dilemma, holding that the
agency can meet Dolan’s “rough proportionality” standard through hypothetical
assumptions presented at trial. In other words, the agency need not have made any
individualized determination on rough proportionality prior to filing the condemnation
action. Rather, the agency can meet the Dolan test by offering testimony at trial that
had the owner sought to develop the property, the agency would have conducted an
individualized determination, and that such an individualized determination would
have established that the dedication requirement qualified as roughly proportional.

In State Route 4 Bypass Authority, the agency’s witnesses testified that all property
owners along the right-of-way would have been subject to the same 110-foot
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dedication requirement, without regard for the proposed development, suggesting
there was no individualized determination. (Indeed, this was one of the facts the trial
court focused on in finding the dedication requirement to be unconstitutional.) The
City Engineer testified, however, that as part of the litigation, he individually reviewed
the properties in question and determined that the impacts of their development on
the transportation system would greatly outweigh the cost to the property owners of
the dedication. The Court of Appeal held that this litigation analysis by the City
Engineer satisfied Dolan.

The court then went on to clarify what “rough proportionality” means in this context.
The court explained that the test does not require that all similarly-situated owners be
treated the same. Specifically, the constitution does not preclude the agency from
imposing dedication requirements that would result in some owners bearing a larger
burden of the project costs than other owners. Rather, the focus is on whether the
burden placed on the particular owner is roughly proportional to the impact of that
owner’s proposed development.

While this may seem like a fine line, it becomes crucial in situations where, as is often
the case, the fees and dedication requirements will not fully recoup the project costs.
In such situations, it is possible that no owner will pay his or her full share, based on
the impact the owner’s project will create. Thus, all the dedication requirements
would satisfy Dolan, even if some owners are forced to bear a disproportionate share
as compared to their neighbors.

This is precisely what happened in State Route 4 Bypass Authority, where the owner
argued that he was being forced to contribute a much larger portion of the costs of the
project just by virtue of the fact that his property happened to lie within the right-of-
way, triggering the dedication requirement that most other owners would not have to
bear. Because the court concluded that even this more burdensome share was
roughly proportional to the impact of the owners’ proposed development, it did not
matter that the owner had to “pay” far more than surrounding property owners.

The bottom line: Itis a losing battle for a property owner to challenge a dedication or
development fee on the basis that the exaction or financial burden being placed on
the owner’s property is greater than a similarly situated developer. And condemning
agencies now know they can satisfy the “individualized determination” test by
presenting evidence at trial as to the dedication’s rough proportionality to the impacts
caused by the property’s development at its highest and best use.

ZAMUCEN, CURREN, HOLMES & HANZICH, LLP
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TRANSPORTATION CORNER

COLORADO TRANSPORTATION WOES
By Larry S. Stevens, SR/WA
Overland, Pacific & Cutler, Inc.

As | sit staring out my second window this afternoon in Monument, a stiff wind has
just struck with a vengeance rattling the windows and ripping at the tops of the
Ponderosa pines. Such natural phenomenon is common for this part of the country —
a rush of wind, followed by black ominous clouds roiling in from the Northwest, a roll
of thunder, jagged bolts of lightning, rain, sometimes hail, and then just as quickly it
all disappears into the vastness of the Great Plains to the east leaving only wispy
clouds to play hide and seek with an incredibly bright orb of the moon and a dappling
of stars.

Much like these late afternoon storms, Colorado’s legislature and electorate have
conjured up a transportation storm of their own. However, unlike these natural
storms that pass on, with clear skies in their wake, Colorado’s budgetary problems
have not, and will not, go away.

In an almost “perfect storm” of legislative shortsightedness or ineptitude and voter
gullibility, Colorado’s legislature first failed to recognize the state’s growth and need
for additional highways by not increasing the gas tax for 16 years — and then were
defeated in their one ballot measure attempt in 1998. Like many states in the last
quarter century, responding to voter dismay on the high cost of government and
cornucopia of other “worthwhile” program needs, the Colorado legislature chose to
neglect highway infrastructure. And then to add to the state’s woes, the voters — fed
up with what they believed were the legislature’s spendthrift ways — passed a
proposition to limit spending to the state’s growth rate while protecting their two pet
funding areas — transportation and education. This seemed reasonable until the state
hit an economic downdraft which, based on provisions of the proposition that called
for a lower baseline spending level in this event, left them with less money than they
had before and much greater needs. Like California, the legislature found “creative”
ways to meet the state’s shortfalls by raiding the transportation fund.

All the while, the 18 mile per gallon Mustangs of the 1970’s have given way to the
electric, flex-fuel and 40-50 mpg hybrids of the 21% Century. Gasoline revenues in
Colorado rose 7.7 per cent from 1999 to 2006, while vehicle miles traveled increased
nearly double that pace and the cost of construction rose nearly eightfold. Since the
1960’s the gas-tax revenues have lost half their purchasing power, one-third of that
since 1990, estimated Cary Kennedy Colorado State Treasurer.

The state now faces the rather grim forecast by the Colorado Department of
Transportation that over the next 23 years gas tax revenues will fall $500 billion short
of the state’s expected needs.

To add to the mix, Colorado already has a 22-cent tax on gas, one of the highest in
the country, and to meet the $500 billion shortfall, the gas tax would have to double.
With unleaded regular hovering around $2.85 to $2.90 a gallon, this type of increase
would not be greeted warmly by taxpayers.
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Faced with this Gordian knot, Governor Bill Ritter has convened a Blue Ribbon
Transportation Panel to brainstorm the problem and find solutions.

Not surprisingly, this group is looking to California for potential solutions. They are
looking at California’s use of impact fees that are assessed against developers for
new homes and businesses based on the projected traffic they will generate. They
are also looking at California’s privately funded toll roads as a possible solution in
specific circumstances.

In at least one other avant garde idea, the panel is considering installing GPS
systems that would track motorists, charging a vehicle miles tax on the basis of a
person’s driving habits. Driving many miles during peak hours in congested zones
would carry a heavy user fee. Although the technology is available, the idea of “big
brother” watching is not particularly palatable to Coloradans, at least based on what |
see in the editorial pages.

Toll lanes, something like those on the 91, are also being considered. However,
much as in the Jerry Brown days of converting existing lanes to carpool lanes, the
locals here rail at the idea of paying for concrete they can’t drive on, or only if they are
willing to pay a second time.

More traditional methods are being examined as well — raising the gas tax, adding a
sales tax to gas, taxes on vehicle parts, an increase to state income tax from 4.63
percent to 5 percent, lodging and rental auto taxes, higher user fees for trucks (they
currently pay 35 percent of the taxes and fees) and higher oil severance taxes on the
state’s wellhead production. Again, none of these are being warmly embraced, the
taxpayers don't like the idea of higher pump prices or erasing two hard-won state tax
cuts, the chambers of commerce aren't thrilled at higher costs for tourists, the Motor
Carriers Association has chimed in with concern over increased costs of doing
business and the oil companies aren't thrilled with anything that changes the way they
do business.

Some other off the wall ideas are a lottery for transportation, surcharges of traffic
violations, a liquor excise tax and increasing the betting limits for casino gambling.
The one area seemingly off limits, at least so far, is an increase in the tax on
cigarettes — or perhaps they have just failed to mention it.

Whatever is decided, the decision remains months off. Although the panel through its
advisory committee is floating a series of packages for public comment between now
and October, the full panel is not scheduled to present its findings and
recommendations to Governor Ritter until November. And, even after the
recommendations are made, the taxes, fees or whatever other amalgamation of
actions the panel decides upon will not be sent to the voters as a ballot proposition
until sometime in 2008. Through this process, the legislature seems to have been
deftly sidestepped with the crying baby being left on the doorstep of the voters.

In the meantime 35% of Colorado’s highways are in poor condition, meaning that they
are no longer capable of being simply resurfaced, they must be replaced and another
winter’s storms are coming. Representative, Joe Rice, a Littleton Democrat and
panel member is the master of understatement, “We’re going to have to do some out-
of-the-box thinking.” Ya think?
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EDUCATION CORNER

There is no education corner this issue.

CHAPTER 67 EDUCATION COURSES FOR 2007

Course Date Course Name Instructor Coordinator

Principles of Real Estate P

400 Sep Appraisal TBA

Property/Asset Management Alissa Rudolph
701 Sep/Oct perty Leasing 9 TBA arudolph@paragon-
partners.com

Principles of Real Estate P

900 Nov Engineering Ralph Browr

901 Nov Engineering Plan & Developmen TBA I

& Applications

OTHER SOUTHERN CALIFORNIA & ARIZONA CHAPTER COURSE OFFERINGS:

Chapter 1 — Los Angeles
October 15 — Course #403 Easement Valuation — Alhambra
October 18 & 19 — Course #800 Principles of Real Estate Law — Alhambra

Please check IRWA Website or contact Keith Dang, Education Chair:
AFivaluation@aol.com for additional details.

Chapter 11 — San Dieqo
October 9 — Course #802 Legal Aspects of Easements — San Diego
October 10 — Course #902 Property Descriptions — San Diego

Please check IRWA Website or contact Charlene Deresh: cderesh@vcmwd.orqg,
Education Chair:

Chapter 57 — Riverside
October 22 — Course #100 Principles of Land Acquisition - Riverside

Please check IRWA Website or contact Brad Bassi, Education Chair:
bradbassi@yahoo.com for additional details.
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IRWA SOUTHERN CALIFORNIA
MASTER EDUCATION SCHEDULE FOR 2006-2007
Please check the IRWA website at http://www.irwaonline.org/education/ for the most
recent course information.
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EMPLOYMENT OPPORTUNITIES

There are no employment opportunities this issue.
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