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Introduction

Parsonsetained HRA Advisors, Inc. (HR&@) behalf of OmniTrang) assess the relativalue creation

potential of adedicatedlanebus rapid transit (BRT) system amdigedlanerapid transit bus along Holt
Boulevard in theity of Ontaria Building off the successitsf San Bernardino Express bus service, or sbX,
OmniTrans is in the process of planning a new bus corridor in the Inland Empire, from Pomona to Fontana,
the West Valley Connect@VWVC) TheWVC runs primarily along Holt Boulevard and Foothill Boulevard.

The majority of the line will be a mixddne rapid transitbys al so commonly referred
b u,shat alternatives running along Route 61 and West Valley Connector Alignment also consider a
dedicatedlanebus rapid transit through portionstbé route, including 3.5 miles of dedicatade BRT in

thedity of Ontario.

This study evaluates the comparative development value impacts of a deticet@RT and mixdedne

rapid bus for the portion of th&/VC within thecity of Ontario from Bensofivenue to Vineyard Avenue.
This report provides a markassessmendemand analysis, literature review, case studies, and impact
analysis that will help inform the fut@r@nsitprogramming of th&/VC in thedity of Ontaria

The primary objectives of ¢hétudy include:

A Understanig real estate markeperformanceand assed$sg the overall potential for office,
retail, and residential developmesibng the HolBoulevard corridor in theity of Ontaria

A Researdhgexistingliterature orBRT and rapid tmasit bus case studies to understand potential
real estatevaluepremiunmetrics for the two systems.

A Estimation of the range of major value impacts of BRT and rapid transit bus within the Holt
Boulevard Corridoin the @ty of Ontario.

A Identification of ptential funding sourcés support transit improvements.




Summary ofKey Findings

Market Analysis and Demand

The city of Ontario is a key employment and actigé@gterwithin San Bernardino County, but like many
Inland Empire cities, tntario real estde markets were hit hard by the recent recessionvever, with
future developments in the southern area of the ttiegyNew Model Colony, and improvements in the
economy in recent years, Ontario is expected to be a major area of residential and emplgyongh in
coming years.

Market Overview

A haltmile buffer around the sV C stations from Mountafvenue to Vineyard Avenue (HBfle Study

Area) was evaluated for office, retail, and residential land tsemderstand the local real estate market
contextl' t should be noted that the concentration of
Center/Interstate 13-reewayarea, which is west of the Half Mile Study ArElae study area is adjacent

to important Ontario activity areas, ingilug the Downtown and Civic Center area, the Convention Center
and the western edge of the Ontario International Airport.

A Office. Ontario has the greatest concentration of Class A office space in San Bernardino County, but
there is only one Class A offiseilding within thélalf Mile Sudy Area. The majority of office in the
Half Mile Sudy Area is older and smaller, Clas&BC office spae and existing officespaces
achieve fairly low rent§.he Ontario market was overbuilt in office space at the staéineaecession
and the study area currently has a high vacancy rate of approximately 20 percent.

A Retail The Ontario retail market was impacted by the recession, but performs better than most cities
in San Bernardino Countihere is a significant amouwifiretail located in the HalMile Study area,
but the majority of retail, 1.7 million square feet, can be found outside of traditrrigienant
shopping centers, in staalbne buildings and smaller store fromMacancy rates were extremely low
before the recession, but almost tripled to a peak of 9 perce2®®9. Vacancy ratesire currently
at approximately 7 percent and are expected to continue to improve.

A Residential While for-sale single family and muftimily development hasontractedsine the
recession, the rental mdigtimily markethas performed very welDntario is a more established city
within San Bernardino County drascaptureda smaller percentage of coumtide residential
growthacross the last decadRental residential occaipcy is extremely high, with vacancies of only
1.5 percent.The Ontario Square includes two recently built-faatily developments within the Half
Mile Study Area, renting from $1,300 to $1,500 for flats and townhomes from $1,650 to $1,950.

Market Demad

In evaluating future real estate market demand, HR&A focused on the market capture within a 500 foot
buffer of theWVC corridor along Holt Boulevard, betweBansoivenue and Vineyard Avenue (5600t

Study Area)As demonstrated by our research of pamble bus transit corridorgroperties located
adjacent to BRT and rapid bus routeseivethe greatest transit benefits and also benefit from the public




realm investments made along the corritide. anticipate that in case of th&/VC, a combination of
enhanced bus transit and public realm improvements along the corridor will drive real estate Timpacts.
500-Foot Study Area reflects the area of influence of proposed bus transit along the corridor, and as a
result is the appropriate geographic context evaluate real estate impacts resulting from transit
improvements

Demandmodels were developed based on projections of employment and residents in the City of Ontario
to estimate a range of demand for key land usEse table below presents the resoltghe demand
analysis.

Summary ofEstimated 500 foot Study AreBemand

201406 2025 2025- 2035 Total
Office 140,000 6 240,000 SF 220,000 06 360,000 SF  360,000-600,000 SF
Residential 170 - 400 Units 140 - 325 Units 310 - 725 Units
Retalil 60,000 - 110,000 SF 30,000 - 70,000 SF 90,000 to 180,000SF

Literature Review and Case Studies

To understand the impact differential between dedicdéed BRT and mixdédne rapid bus (commonly
referred to aséenhanced bl HR&A reviewed available academic studiesBRT and rapid bus and
prepared case studies of six BRT and rapid transit rinai@sacrosshe nationCase studies inclutlee Los

Angeles Metro Orange Linihe Pittsburgh MLK East Busway, the Boston Silver Line (Washington Street), the
Kansas City MA (Main Street), the Euge8pringfield MAX (Franklin Corridor), and the Cleveland
HealthLine.

The literature review and case studies show positive impacts from new transit amenities on surrounding real
estate valueslransHaccessible properties attragh increasing share of regional demand, which leads to
increased property value and new development. The scale of the property value increase and share of new
development is dependent on the type and quality of transit system, as well as the undeshyiniy sfr

local real estate market.

The real estate impacts attributed to transit improvements carfn@sufivo primary sources:

1) Apremium on real estate values for all properties within plaseémity to transit, and
2) Thepace and value of new devgdment resulting from real estate demand triggered by transit
improvements.

Due to the nascent nature of BRT in North America, a limited number of studies have sought to quantify the
impact of BRT wapid busfenhanced bus on adjacent properties. All havized hedonic price regression
analyses to isolate the effect of B&il rapid bus/enhanced bysoximity or access on residential property

valwe. The following table summarizes available data on the property value premium.




Literature Review Value Premn Findings

Location Mode Product Type Value Premium
Boston, MA Enhanced Bus Condominium 7.69%
EugeneSpringfield, OR BRT Singlefamily 10.2%
Pittsburgh, PA BRT Singlefamily 11.0%!

In addition to these quantitative findings, the case studies sugges

A

Theproperty value premium impacts were found to decrease the further properties were away from
the transit route. Premiums were generally strongest withired0@nd generally decayed

thereafter. The EugerBpringfield MAX BRT found a 0.18% decrease in valueviery walking

minute away from a station.

Transit improvements can add valuéntonediatelyadjacent properties and shape the intensity and
orientation of ongoing developments. However, there has to be significant market demandfor BRT
rapid busto be amajor contributor transitorienteddevelopment and its ability to impact
development is strongly influenced by the level of public policies and investments.

Mixed-lane rapid busand dedicatedlane BRTan provide significaritansportation benefits and
havethe potential to increase propg value, particularly when implemented with puleldm
improvements, however they amdikely to be a primary catalyst for new development

Impact Assumptions
In evaluating real estate impacts, HR&A estimated both a property premium, as well asesofibgild
out of vacant properties supported by rapid bus and dedicdtate BRT within the 500 foot Study Area

It

should be noted that estimates of property

development specifically attributed &ach transit typeThere is likely to be a level of development on
vacant land with or without transit improvements. In terms of the development of vacant land, however there
is not sufficient resedrclata to isolate the new development increment that can be attributed to a specific

bus transit typeand the gross development value impacts presents a better understanding of funding

potential Thus the analysis does not attempt to look at the incrahewtue of new development

specifically attributed to each transit type, rather estimates total value of new development supported by

each transit type between now and 2035.

Area of Impact
While light rail impact studies often evaluate a largeto %2 mile radius, lie literature review andase
studies suggest that the development impadiRdf and mixethne rapid bus are concentratédwards

1 Value premium of parcelsnmediately adjacent to a station relative to parcels approximately 1,000 feet away.
2 Value premium for properties immediately adjacent to a stop relative to properties more than 3 miles away.

bu



properties adjacento the transit route. To approximate the properties adjacent to the transit corridor, a
500 foot buffer of Holt Boulevard (theDB-FootStudyArea) is used as the area of impact for this analysis.
All impact results are based on value increas® premiums within the 5800tStudy Area.

Property Value Pm@ium Assumptions

HR&ADds property value 1 mpact p realmstatenmpacasfeandinased o
the literature review and case studi@sly two studies analyzed value premiums for new BRT improvements

in North America, which fauproperty value premiums of up to 10 to 11 percent for residential uses. A

single study estimated value premiums associated with a new enhanced bus/rapid bus route, finding a value
premium of roughly 7.5 percetapproximately 25 to 30%ess than dedicatelane BRT) for residential
uses.Commercial property value premiums from bus transit have not been evaluated as rigorously as
residential premiums in the available research, but our literature reviews show a substantial differential when

it comes to lightail system®ased onational studiesf light rail commercial value premiums estimated

at roughly 50 percent of residential premiums.

Given the lower reliance on transit in Ontario relative to the case studies, the scale of residential and
commatial centers connected by théVC ( mo s t systems studied provided
largest central business district), and qualitative differences of the transit offered, we estimate the following
value premiums attributed to a dedicated land BIRd mixedane rapid bus in Ontarid.hese assumptions
shouldbe viewed in light of the limited independent research on bus transit impacts available and should

be considered as illustrative estimates.

Property Value Premium Assumptions

Premium Estimate Residential / MF Commercial
Dedicated Lane BRT 4 - 8% 2-4%
Mixed Lane Rapid Bus (Enhanced | 2-4% 1% - 2%

Potential Building Capacity Assumptions

To determine a scale of development for each transit type, the estimated range of demand avithin th
broader transit corridor, irrespective of transit, was used to make assumptions about the amount of demand
that BRT and rapid bus improvements would helpabd-ootStudy Area capture. 8edicatedlane BRT

is expected to help support the dape of the high end of the range ofdemand for office, retail and
residentialuses while a mixedane rapid busis projected tosupportproportionally 30 percent less
developmenthan the dedicatedane BR,Tbased on the variation in value premium of the caseestudi

Impact Results

Property Value Impacts

Dedicatedlane BRT and mixddne rapid bus arexpected to impact the overall property value throughout

the 500-Foot Study Areand help support the development of vacant parcels throughout the study area.
Usingthe estimated premium assumptions, the analysis first estimates the increase in property value
throughout th&00-Foot Study Aredpremiumproperty value) by applying the anticipated premiums for
dedicatedlane BRT and mixddne rapid bus to the total asssed value of the study arelsing the
assumptions of 2035 build out supported by each transit alternative, we estimate the property value of
potential new development under the dedicakege BRT and the mixéahe rapid bus alternative3he




illustratve property impact in th&00-Foot Study Areat 2035 build out is showon the next pageThe
low and high values represent the low and high range of the property value premium assumptions.

lllustrative Total Property Value Impact at 2035 Bui@ut in 2014 Dollars

Projected Value Projected Value

Low High

Mixed-Lane Rapid Bus

Property Value Premium $ 5,203,000 $ 10,406,000

New Development Build Out $ 218,738,000 $ 222,076,000

Total $ 223,941,000 $ 232,482,000
Dedicated-Lane BRT

Property Value Premium $ 10,406,000 $ 20,812,000

New Development Build Out $ 295,686,000 $ 304,572,000

Total $ 306,092,000 $ 325,384,000

lllustrative Tax Impacts

lllustrative annual tax impacts (at 2035) are derived from the grovahsessedaluation and the

potential new retail build out under each transit alternafihe. table below presents the projected 1
percentpropeg t axes and the share to the City of Ontari
property tax.Sales taxes are estimated based on the anticipated 2035 build out of retail under each
transit alternative and the Cityds 1 percent shar

Dedicatedlane BRT is projected to generate an approximate $200,000 in additional annual tax impacts
relative to the mixedane rapid bus alternative.

Projected City of OntaridtncrementalAnnual Tax Revenues at 2035 Buildut in 2014 Dollars

Low High
Mixed-Lane Rapid Bus
Annual Property Tax $ 2,239,000 $ 2,325,000
City of Ontario Share (16.7%) $ 375,000 $ 389,000
Sales Tax $ 203,000 $ 203,000
City of Ontario Total $ 578,000 $ 592,000
Dedicated-Lane BRT
Annual Property Tax $ 3,061,000 $ 3,254,000
City of Ontario Share (16.7%) $ 512,000 $ 545,000
Sales Tax $ 271,000 $ 271,000
City of Ontario Total $ 783,000 $ 816,000

Net Present Valuef Egimated Taxes

To provide an understanding of the overall value incremental tax revenues, the following table presents the
30-year net present value (NPV) of incremental taxes to the City of Ontario at a 5 percent discount rate,
assuming an average betwetite high and low property impacts estimaldss estimate takes into account
absorption of new development over time and Proposition 13 inflation limitations.




Net Present Value of 30 Year Tax Revenues

Mixed-Lane Dedicated
Tax Revenue Rapid Bus LaneBRT
Property Tax $4,050,000 $5,680,000
Sales Tax $4,510,000 $6,010,000
Total Discounted Tax Revenue $8,560,000 $11,690,000

Economic Impacts

In addition to the value and tax impacts of the dedicaste BRT and mixddne rapid bus, these
alternative trasit systems will also support construction and ongoing activities and jobs within Ontario and
the County of San Bernardiriiconomic impacts are measured in terms of jobs, eaanohgsitput.Total
economic impacts represent (1) the initial impactstami®@generated by the construction and commercial
activities within th&00-Foot Study Areglus (2) the indirect and induced impacts generated in San
Bernardino County as a result of thespending of the initial impact dollars within the county economy

Construction impacts will occur throughout the construction period as a result of the construction gf the systems
while ongoing impacts will be annual impact generated as a result of the new commaéritiasaxtcurring
in the 500Foo0tStudy Area.

E®nomic Impact Summary

Construction Impacts

Employment Labor Income Output
Mixed-Lane Rapid Bus
Direct Effect 1,100 $ 64,119,000 $ 158,694,000
Indirect Effect 266 $ 10,929,000 $ 24,615,000
Induced Effect 304 $ 11,727,000 $ 33,589,000
Total Rapid 1,669 $ 86,775,000 $ 216,898,000
Dedicated-Lane BRT
Direct Effect 1,465 $ 85,413,000 $ 211,374,000
Indirect Effect 354 $ 14,554,000 $ 32,779,000
Induced Effect 405 $ 15,620,000 $ 44,742,000
Total BRT 2,224 $ 115587,000 $ 288,895,000

Ongoing Annual Impacts

Employment Labor Income Output
Mixed-Lane Rapid Bus
Direct Effect 1,501 $ 66,804,000 $ 183,479,000
Indirect Effect 295 $ 10,059,000 $ 26,329,000
Induced Effect 311 $ 12,005,000 $ 34,390,000
Total Rapid 2,107 $ 88,868,000 $ 244,197,000
Dedicated-Lane BRT
Direct Effect 2,001 $ 89,072,000 $ 244,638,000
Indirect Effect 393 $ 13,412,000 $ 35,105,000
Induced Effect 415 $ 16,006,000 $ 45,853,000
Total BRT 2,809 $ 118,491,000 $ 325,596,000




Funding

With the amendment of California Redevelopment Law leading to the dissolutienRedevelopment
Agencies in 2012, umicipalitiesare left with limited capacityo obtain funding for key public benefit
projectsHR&A has identified some of the most relevant key develojfrased funding sources that can
be used to support transit and related improvements

Enhanced Infrastructure Financing Districts (Enhanced IFDkyérdboiss, and potential Cap and Trade
funds are the most advantageous identified sources of funding for the project, in that they do not impose
any new tax or fee burdens on new development and will not impact the financial feasibility of future
developnent.

A Enhanced IFs arecently approved tax increment financing tttallows an infrastrigre district,
approved ona 55 percenpr operty owner 6s vote, netaedbcationd pr opert
related funds to repay bonds for up to 45 years.

A Tax Subventn isa value capture strategy where the developer/property owner provides a certain
level of public benefit upfront and a city agrees to provide back a share of taxes generated by the
project to the developer/property owner in exchangbese incentiveseanegotiated on a project
by project basis.

A Cap and Trade Prograris astate funding statutihat distribute proceeds from the trade of rights to
produce greenhouse gas emissions. Roughly 60 percent of the proceeds, which contribute over $800
million tohe 20142015 budget, are allocated to public transit, affordable housing and
sustainability.

In addition to the sources discussed abassessmesdnd fees are an optiorHHowever, the disadvantage

of these sources is that they will put an additionahfiiz burden on anpew development§iven the

recent recession and overall improving but still weak real estate dynamics in the Inland Empire, additional
assessments and fees may put the feasibility of developmsighitcantisk.

Illustrative Fundirg Potential

The following table compares the illustrative funding potential from the identified funding sources relative
to total system costs for dedicatlzthe BRT and mixed lane rapid tran3ihese are estimates of total
potential.Note that sales tagubvention arrangements are made on a project by project basis.

Potential Development Funding Rapid Bus BRT

Enhanced IFD Revenue Capacity $9.5M $13.3 M
Sales Tax Subvention Value $29M $3.8 M
Cap and Trade TBD TBD
Development Revenue Potential $12.4M $17.6 M
Segment $stem Capital Costs $4.8 M $50M to $70M

Funding Gap - $32.4 M- $52.4 M




Context

TheWVC begins in Pomona and runs along Holt Boulevard until Archibald Avenue, where it turns north and
eventually runs east on Foothill Boulevardsamudh on Sierra Avenue to its terminus at the Fontana Transit
Center. Th®VVC combines the extensively used OmniTRause 61 and Route 66 existing bus routes.

The City of Ontariods existing street sTcaopgghep!| an
WVC segment in Ontariand as a result, one of the options for the WVC includes thismpoftiedicated
lane BRT in thétg of Ontario as part of the larger mixed lane system.

Figurel: West Valley Connector Map
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Saurce: OmniTrans West Valley Connector Corridor Alternatives Analysis Report

Study Ares

The project study area includes the portion of théOlletween Benson Avenue and Vineyard Avenue. This
includes si¥VC stationslong Holt Boulevardt the intersectits of Mountain Avenue, San Antonio Avenue,
Euclid Avenue, Campus Avenue, Grove Avenue, and Vineyard Avenue.

The demographics, market analysis, and real estate analysis sections evaluataile taiffer areaof
thesixWVCstations frorMountain Avenue Vineyard AvenuéHalf-Mile Study Area In the impact section
we also evaluate impacts within a 500 foot bufferHdlt Boulevardfrom Benson Avenue to Vineyard
Avenueto better understand the impacts within the immediate area of the co&@bFOot Study Area
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Figure2: 500-Foot and ¥2 MileStudy Areas
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Assets

TheWVCconnects western San Bernardino Countyds maj c
assets are located in Ontario, including Ontario Airfdotyntown Ontario, and the Ontario Convention

Center. Downtown Ontario has a historic core, with a more compact and pedesirity street grid than

other neighborhoods within thgy. There is a library, a range of retail and a diverse set of redidén
neighborhoods. Downtown Ontario imessing a revitalizationigtierdensity residential communities have
developed inthe area close to Euclid Avenue. Hlaé-Mile Stug Area passes through historic Downtown

Ontario, the Civic Center, and the Ontario Convention Ca@hiOntario Convention Center includes over

225,000 square feet of flexible space and hesundreds of events each yead there are many hotels

near the Ontario Aport and Convention Center.

Figure3: Map of Assets
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Source: OmniTrans West Valley Connector Corridor Alternatives Analysis Report
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The Ontario Airport is just wedtthe HalfMile Ontario Holt Corridor. The Ontario Airport is home to eight
airlines with 60 daily domestic and international flights, including nonstop flights to 14 cities. Passenger
traffic to the airport peaked in 2007 with over 7.2 million passeager2013 theravasjust under 4 million
passengers. Howevegrassengetraffic has increased percentover the first eight months of 2014 as
compared tahe same perioth 2013. The Vineyardvenuestation will provide access to airport hospitality

uses, bt is west of the key Ontario Airport entrance. The Ontario Airport will have a direct link to the
ArchibaldAvenueexit. Beyond thédalf-Mile Study Areathe future bus systemil have stops witaccess

to the 11,000seat Citizens Bank Arena, Ontario Mills tredlCucamong&uasti Regional Park.

Ridership

TheHalf-Mile Study Areaf al | s wi t hin Route 61 wte610smhehighesansd c
ridership route inthe OmniTans system, providing more than 1.86 million boardings in 2012 and
approximately 5,800 boardings per average weekday. This repnése@pproximately 11.%ercentof
OmniTanstotal system ridershifRoute 61serves 92 local stops along the corridor in each direction, with

an average of 4.5 stops per mile in each direction in the corridor.

Route 61 has consistently generateditighest ridership of all Omrafns routes since 2006, when a route
restructuring tuk effect. Since 2006, ridership in the corridor has remained the highest i©alhof a n s 0
service area and has remained steady, monthly and anntiakystops located along the Hilfle Study
Areaare some of the busiest in the current system.

Figure 4: Ontario Route 61 Major Intersection/Activity Center

Ranking Intersection Boardings Alightings
2 Ontario Mills TC 861 808

7 Holt at San Antonio 220 218

8 Ontario TransCenter (Holt and Euclid) 224 204

10 Holt and Vineyard 134 171

12 Holt and Mountain 108 129

14 Holt and Campus 108 123

18 Ontario Mills 79 69

20 Holt and Grove 56 72

Source: OmniTrans West Valley Connector Corridor Alternatives Analysis Report

Along the Route 6IHolt Boulevard, between Mountain Aveaod Vineyard Avenue in Ontario, traffic
volumes are projected to more than double in both peak pebp@8635. It is anticipated that bus ridership
will increase in kind.

Demographic Overview

The Inland Empire

Thedity of Ontario is located in the heart ofetinland Empire, a region east of Los Angeles comprising
Riverside and San Bernardino Counties. With relatively inexpensive land compared to Los Angeles County
and a prime location amidst a network of regional highways and railway#land Empire wase of the
fastestgrowing regions othe country in the early 2000s, attracting many new residents from the coastal




counties. The Inland Empickieved a high annual growth rate of 3.2 percent per yeetween2000 and
2006.

The Inland Empire weesverey impacted by the recent economic downdémechthe annual population growth

rate fell to almost half, 1.7 percent per year, between 2006 and 20&ihce the recession, tlegjional
economy has improved and population growth confibuést a slower paced.8 percent per yearOn
theeconomic fron§an Bernardino and Riverside counties are expected to be one of the top five economic
growthregions in the next few yearaccording to a study prepared by IHS Global Insight

Ontario Demographics

As a more dablished city, Ontari®population growtlin the last decade was loweompared to the Inland
Empire as a wholéhe mpulation ofthe Gty of Ontariq increasedby almost 7,000from 157,034 to
163,924 between 2000 and 2010an annual growth rate of 0.43 percerithere arecurrently 45,874
households in Ontario, with a median annual household inc86%889. As compared to the rest of the
city, the 7,943 households residing in the iN&lé Sudy Areahave amedianof $37,762, and 17.8percent
of thesehousehdk earn less than $15,000 annually.

Figure5: Ontario City andHalf-Mile Study AreaDemographic Snapshot in 2014

Half-Mile Ontario

Holt Corridor Ontario
Demographics
Persons 31,263 167,663
Households 7,943 45,874
Persons / Squa Mile 7,533 3,353
Age Distribution
Percent 14 and Under 28.5 23.9
Percent 15to 24 17.7 16.8
Percent 65 and Over 5.1 7.6
Household Income and Unemployment
Percent Household Income <$15k 17.8 9.6
Median Household Income (2014) $37,762 $52,889
Percent Unemployed (16+) 14.9 12.1
Housing
Percent Rentédccupied 64.4 43.6
Total Housing Units 8,715 48,631
Housing Units / Total Acre 3.3 1.5

Source: ESRI Community Profile

Employment and Economic Overview

The Great Recession was closely tidthiéchousing crisis which led to a decline in housing prices across the
nation, including a precipitous drop in the Inland EnWdite thesubstantiatesidential growth in the Inland
Empire, its economy was hit particularly hard by the housing crisisteseduent recessid® he regiorhad

higher levels of unemployment relative to other Southern California counties during the r@vession.
146,000 jobs were lost between 2008 and 2010.

Since 2011 employment has begun to bounce back and the econamyraing. There are encouraging

signs of growth in the region. Despite still lagging behind California and the nation, the unemployment rate
in the region has improved. In August 2014, the unemployment rate was 8.7 percent in the Inland Empire
according tadata from the California Employment Development Department.




Figure6: San Bernardino County Employment
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Ontario Area Employment

As of 2011, over 87,000 people worked in tloity of Ontario, nearly 5,000 of Wwom worked within the

Half-Mile Study AreaThe number of jobs within thalf-Mile Study Arednas been steadily declining. While
there was growth in thety of Ontario between 2005 and 2007and 2006 2011, this growth occurred

outside of the HalMile Sudy Area

Figure7: Ontario City andHalf-Mile Study AreaTotal Employment
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Approximately 42perceniof those employed in thety of  Fijqure8: Income Distribution of Jobs in the
Ontario make between $15,000 and $40,000 per yeal Half-Mile Study Areain 2011

by contrast, ogl37 percentof those employed in thealf-
Mile Study Areaearn within that range.

Over a quarter of the jobs in theity of Ontario are in
transportation and warehousing or manufacturing.

Source: Census on the Map

Figure9: City of Ontaio Top Five Emloyment Sectors
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Ontario Real Estat®verview

Office Market Conditions

Historically lte Inland Empire was a smaller employment center relative to Los Angeles andQuatige,

with many of its residents commuting to theseties for work. However, with the significant population
growth that occurred in the Inland Empire since 2000, San Bernardino has become a major center of industry.

Throughout the Inland Empire, the office market is slowly beginning to improve #@itexathiRecession,
particularly in the second quarter of this year. During the second quarter of 2014, there was 267,604
square feet of positive net absorption throughout the Inland Empire, and all submarkets experienced positive
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net absorption. The averagesking lease rate in the second quarter of 2014 was $1.76 per square foot,
the fourth of four consecutive quarters of increases. The vacancy rate decreased over the aqud@ed fro
percent to 17.1 percent.

The Cityof Ontario has the most office spacethie Inland Empire, and is where the majority of Class A
office space in the regionis locatédn e of the | argest concentrations
space is located in Ontario in the Ontario Cent&FIFreeway area.

There is 5.1 milliomgsiare feet of office spacén Ontario, 20 percent of which is located in itadf-Mile
Study AreaAs shown in the map kigurel0 below, much of the office space in Ontario is concentrated
along theHalf-Mile Study Areaand in he Ontario Center area between Archibald Avenue and Milliken
Avenue.

The only new construction witBintario since 201@ook place in thédal-Mile Study Arealn 2013, four

buildings delivered a total of 76,374 square feet of new office spacaav 58,000 square foot Class A

office building opened at the corner of Euclid Avenue and Holt Boulevard in 2014, the De Oro Professional
Building, which is now entirely leased. The De Oro building represents the only Class A space within the Half
Mile Ontario HalCorridor.

Within theHalf-Mile Study Areathe average asking rent for office space across a range of currently
available properties is $16.74 per square foddffice properties in the Halfile Study Area have a
vacancy rate or roughly 20 percent.

Figurel0: Snapshot of Office Properties

Half-Mile Study

Area Ontario
Total Rentable Area (SF) 1,043,860 5,130,003
Rent $16.74 $19.95
Vacancy 20% 18%
Number of Buiidgs 115 312
Class A (% of SF) 6% 32%

Source: CoStar




Figurell: Ontario Office Buildings
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Office Performance Trends

As shown ifrigure 12 between 2000 and 2006the vacancy rate oftie Ontario office marketranged
between 5 and 12 percent. While absorption fell in 2007, 1.9 million square feet of office space was added
to the market between 2004 and 2008. As a result, vacancy rates jumped to a high of almost 25 percent
by 2009. Ratediave been gradually falling since the peak in 2009 as more of the new space is absorbed.

The office market has historically performed betteghéxity of Ontario than within thédalf-Mile Study
Area as shown ifrigure 12and Figue 13 on the next pageNet absorptiona measure of the amount of
space leased less the amout of space vacatéttijn the ity has remained positive other than in 2009 and
vacancy rates have remained lowes eompared to thélal-Mile Study AreaNet absorption within the
Half-Mile Study Areahas remained positive since 2010, including for the delivery of 76,374 additional
square feet of office space in 2013.




Figurel2: Office Deliveres, Absorption &Vacancy in the City of Ontario
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Figue 13: Office Deliveries, Absorption & Vacancy in thdalf-Mile Study Area
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As shown iRigurel4 below, rents i©ntaiio are consistentlitigher than within thdal-Mile Study Area
averaging $19.95 per square foot in 2014, as compared to around $16.73 itideMile Study Area

Figurel4: Average Office RenHalf-Mile Study Area and City of Otario
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Ontario Office Characteristics

Figurel5: Office Rentable Building o . i o )
Area by Class in the City of Ontario The majority of theapproximately300 office buildings in

thedty of Ontarioare relatively smald only 18 buildings

are over 100,000 square feet. As showrfFigure 15 the

aty of Ontario office market consists predominantly of
Class B office space (2.8 million square feet), with a sizable
amount of Class A (1.7 million square feet) and Class C
(701,439 square feet) office space.

Class AmClass BmClass C

Source: CoStar




The ten largest office buildings along ti&lf-Mile StudyArea are listed below.

Figurel6: Office Buildingsin the Half-Mile Study Area

Building Address Year Built Rentable Building Area Building Class
430 N Vineyard Ave 1989 96,354 B
2151 E Convention Center Way 1984 73,778 B
337 N Vineyard Ave 1983 61,056 B
101 S Euclid Ave 2014 58,000 A
2143 E Convention Center Way 1986 51,523 B
211 W Emporia St 1952 40,000 C
1801 E Holt Bivd 2013 34,588 B
1627 E Holt Bivd 1993 33,000 B
1637 E Holt Bivd 1999 26,284 B
1647 E Holt Blvd 1999 26,250 B

Source: CoStar

Recent, Planned, and Proposed Office

One recent notable development in ttigy of Ontario ‘
is the Piemonte at Ontario Center. The site is nortr ==
of the Half-Mile Study Arealocated adjacent to thej wiu % Sl
Ontario Mills MallThe Piemde District is a specia A
zone within the Ontario Center Specific Plan. Locd§
just north of the Citizens Bank Arena, it will incl
830,000 square foot mixedise development, to be

o . . Piemonte at Ontario Center
built in three phases over 15 years. It is anticipal g \ice: Sierra US

to have 400,000 sgare feet of retail, 550,000
square feet of Class A office space, and a 2@@m
hotel. The first phase, consisting of over 200,000 w‘r; :
square feet of retail and 125,000 of office space wa =
completed in 2008. '

-

Just westof the Hal-Mile Study Areaalong Hdt
Boulevard at Benson Avenue, the Ontario Airp :
Corporate Park was completed in 2013 and hou: Ontario A'fpmt COTPOfate Park
over 75,000 square feet of Class B office space. SourceCBRE

Retail Market Conditions

At the end of 2013, as the broader economy improved and national retail salesvedptbere were

modest improvement in the retail real estate sector throughout the Inland \Zawpiney rates throughout

the hlandEmpire decreased during the last quarter of 2013, @&BRE projects thhe trendwill continue.

In the region generallyOntario outperforns its neighbors. The retail vacancy rate throughout the Inland
Empire West submarket (which incltide ity had a vacancy rate of 6.5 percent, significantly lower than

other submarkets like the adjacent Inland Empire East submhigietyad a vacancy rate of 16.1 percent.

Rental rates throughout the region are also showing signs of improvement, increasing by three cents in the
last quarter of 2013 after holding steady for the two prior quarters.




Recentlytherehave been modest imprements in the retail sector in Ontabiespite a small uptick in 2014
to date, vacancy rates in retail shopping centers have decreased sinceA2@@Peaking in 2007, eéntal
ratesin retail shopping centers in Ontario have steadily decliRethil Icated outside of shopping centers
has been more variable, but has broadly followed the same trends.

Ontario Shopping Center Retalil

TheOntarioretail market is largely driven by clusters of shopping centéth.over 200 stores, the most
significant shopping center in the region is the Ontario Mills Mall, the largest outlet mall in California. Ontario
Mills is located northeast of thtalf-Mile Study Areanear the intersection of theterstatel0 and 15
Freeways. Other significant shopping centme clustered around Ontario Mills, including the Ontario
Gateway Center and the Marketplace at Ontario Mills.

Inthe second quarter of 2014, there was 5.8 million square feet of retail located in shopping centers, mostly
clustered near th&0 and 60 freeways

The two shopping centers locatgthinthe Half-Mile Study Areare the Ontario Towne Center and Ontario
Village. Both shopping centers are neighborlwaoders, anchored by grocery stof@stario Towne Center

was built in 2005 and is located on the south side of Holt Boulevard between Mountain Avenue and San
Antonio Avenue. Ontario Village was built in 1988 and is located on the north side of HolarBoule
between San Antonio Avenue and Vine Avenue.

Retail in shopping centers performs significantly betterrétai not in shopping centers. The average
asking rent for retail spaces in shopping centers withtetfidile Study Areas currentlyb1.38 per month

per square foot, whereas for properties that are not within shopping centers the rent is $0.68 per month per
square foot.

Figurel7: Retail L ocated in Shopping Centénsthe City of Ontario

Source: CoStar, Google Map




