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[I. INTRODUCTION

BACKGROUND

The City of Jurupa Valley (“City”) incorporated as Riverside County’s 28" city on July 1, 2011. Since the
days leading up to its incorporation, the City has endured a number of significant, externally-introduced
financial challenges, including state legislation redirecting Vehicle License Fee revenues, rapidly rising
public safety contract costs, and a sluggish economic recovery. The City, along with three other newly
incorporated cities in Riverside County -- Eastvale, Menifee, and Wildomar -- fought off disincorporation
this past year, thanks in part to County debt forgiveness via SB 107 (Chapter 325, Statutes of 2015) and
the City’s healthy General Fund reserves. While City staff is projecting that the fiscal year 2015-16 year-
end General Fund reserve balance will continue to be healthy (approximately 31 percent of expenditures),
the City’s budget deficit is expected to be $2.5 million, and annual revenue neutrality payments of $1.9
million to the County of Riverside (“County”) will be required beginning in fiscal year 2016-17. Revenue
neutrality payments also have step increases in the future, as a percentage of property tax and sales tax
revenues, when the City reaches certain revenue targets for property tax and sales tax revenues.

The next few years of operation will be critical to the City’s financial sustainability, particularly with regard
to the economic development of the I-15 corridor and adjacent areas to expand the City’s revenue base
to keep pace with rising operational costs, particularly police contract costs with the Riverside County
Sheriff. County planning efforts for the I-15 corridor well-preceded the incorporation of the City, as well
as the Riverside Transmission Reliability Project (“RTRP”) proposal, which now threatens to physically
restrict and economically undermine key development sites along the corridor.

PURPOSE

The California Public Utilities Commission (“CPUC”) is currently processing Application No. A.15-04-013
filed by Southern California Edison (“SCE”) for a Certificate of Public Convenience and Necessity for the
RTRP, a joint infrastructure project with Riverside Public Utilities (“RPU”). RPU previously prepared an
Environmental Impact Report (“EIR”) in 2012 for the RTRP based on a proposed alignment for the project
that directly impacts nine different development sites along the I-15 corridor and adjacent properties.
The EIR, however, did not adequately address the physical or economic impacts of the RTRP on existing
and future development sites. The CPUC has issued three deficiency reports as part of its review of SCE’s
application. City staff has provided project descriptions and other background information about the
development projects impacted by the proposed RTRP alighment. To augment that information, the City
hired Urban Futures, Inc. (“UFI”) to prepare an Economic/Fiscal Impact Analysis (“E/FIA”) evaluating how
the RTRP will physically and economically constrain development along the RTRP alighment, and assessing
the short- and long-term impacts of the RTRP to the City’s overall financial health.

The purpose of this E/FIA is to:

* Quantify the economic and fiscal impacts of the I-15 corridor projects to the short- and long-term
financial health and sustainability of the City’s General Fund;

* |dentify the probable physical and economic impacts of the proposed RTRP alignment to the I-15
corridor projects, including impacts to the market viability and development envelope of the
projects; and

* Quantify the anticipated impact of the proposed RTRP alignment to the City’s General Fund in the
context of the corridor projects.
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[I. METHODOLOGY & ASSUMPTIONS

METHODOLOGY & DATA SOURCES

The E/FIA evaluates the anticipated future impact of the RTRP on the City’s General Fund by analyzing the
constraints the RTRP places on the ability of future development projects to generate surplus revenues to
the City’s General Fund. While each project is at a different stage of development planning or
construction, the E/FIA assumes that all projects will be built within a 10-year development window. The
steps taken to conduct the analysis are outlined below.

Base Data Synthesis

* Project profiles for each of the nine project sites were assembled based on available information
from City staff, the Internet, and other sources, including land use plans and entitlements (e.g.,
General Plan land use designation, zoning, specific plans), County Assessor parcel information,
and project documentation (e.g., site plans, tract maps).

* GIS mapping was utilized to define the project sites and synthesize parcel-level data, including lot
size, fiscal year 2014-15 assessed valuation, tax rate areas (“TRA”), and ownership configurations.

e TRA data from the County Auditor-Controller’s web site was downloaded to determine the City’s
pro rata share of the 1% ad valorem property tax general levy generated by each project.

¢ Development programming for each project was defined based on entitlement approvals, specific
plans, or zoning (e.g., dwelling unit counts, building floor area, gross leasable area).

General Fund Recurring Revenues

* Assessed values based on estimated construction values (commercial and industrial), sales pricing
(single family residential), and per-unit market values (hotel and multifamily residential) were
estimated for each project using data from a 2015 market study prepared by The Concord Group.

* UFl collaborated with HdL Companies to identify tenant mix profiles, estimated taxable sales, and
estimated sales tax revenues for each commercial-retail development site. HdL Companies is
widely recognized as California’s preeminent sales tax expert and is frequently contracted by cities
and counties, including the City of Jurupa Valley, to provide sales tax consulting services.

* Residential population and employment projections for each project site were estimated based
on average household size data from ESRI Business Analyst Online and building space-per-
employee data from the County of Riverside General Plan (Technical Appendix E: Build-out
Assumptions & Methodology).

e Annual and cumulative market absorption rates were defined for each land use category (e.g.,
residential, light industrial, office/business park, retail) based on population, housing, and
employment projections for Jurupa Valley (2013 Progress Report, County of Riverside Center for
Demographic Research) and a retail leakage analysis report from ESRI Business Analyst Online for
a 10-minute drive-time market area from the Sky Country Retail Center project site (11937
Limonite Avenue), just north of the existing Vernola Marketplace shopping center.

* A land absorption schedule for each project was prepared and used to estimate year-to-year
projected General Fund recurring revenues, including property tax, sales tax, transient occupancy
tax, and property transfer tax revenues. Population and employment projections based on the
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absorption schedule were used to estimate annual per capita revenues from Franchise Fees for
Utilities and Solid Waste.

General Fund Recurring Expenditures
* Population and employment projections were used to estimate annual per capita General Fund
expenditures, with adjustments for operational economies of scale, for:
— General government and finance
— Development services
— Police protection
- Animal services
* UFI referred to the 2010 Comprehensive Fiscal Analysis (“CFA”) prepared for the City’s
incorporation proposal to identify cost assumptions. The E/FIA uses a per capita service

population approach that factors both residents and employees based on service population of
100% residents plus 50% employees.

* Annual General Fund revenues over expenditures generated from the projects were calculated.

RTRP Impacts

* The probable physical impact of the proposed RTRP alighment to each project site was identified,
including reductions in the development envelopes from site plan reconfigurations.

* The probable economic impact of the proposed RTRP alignment to retail sites reliant on freeway-
oriented signs was factored into the analysis.

* The net impact of the RTRP on annual General Fund revenues over expenditures generated from
the projects was calculated.

GENERAL ASSUMPTIONS

General assumptions used to prepare this E/FIA are outlined below. More specific detailed revenue and
cost assumptions are provided in later sections of this report.

* Constant 2015 dollars were used to estimate future values, revenues, and expenditures.

* Population projections for future residents were based
on an average household size of 3.83 persons per
household for single family homes. For the 397-unit Square Feet
Vernola Marketplace Apartment Community, a blended Land Use per Employee
factor of 2.61 persons per household was used based an

TABLE II-A

assumed unit size mix of one-third one-bedroom units, Commercial Retail 500
one-third tvyo-bedroom units, and one-third three- Commercial Tourist 500
bedroom units.

*  Employment projections for industrial and commercial Light Industrial 1,030
uses were based on employment density (square feet Business Park 600
per employee) estimates for different land uses. See
Table II-A for employment densities for Commercial Source: County of Riverside General Plan,

. . . . . Appendix E: Socioeconomic Build-out
Retail, Commercial Tourist, Light Industrial, and Projections Assumptions & Methodology

Business Park uses.
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¢ A 10-year build-out schedule for the nine projects was based on demand projections for
residential, commercial, and industrial uses using demographic projections and market research
data.
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[II. STUDY AREA & PROJECT DESCRIPTIONS

RTRP PATH

The proposed RTRP path is more than 11 miles in length with approximately four miles of the alignment
running through portions of the City where key development projects will be impacted by the RTRP. See
Exhibit 111-A on the following page for a map of the pathway and the projects impacted by the RTRP. The
required right-of-way (“ROW”) for a 230 kV overhead transmission line is 100 feet in width. No buildings
may be sited within the ROW. While this E/FIA analyzes the direct and indirect impacts of the 100-foot
ROW on future development sites, it is important to note that a larger “fall zone” for the RTRP is likely to
impact property values beyond the 100-foot ROW.

PROJECT DESCRIPTIONS

This E/FIA analyzes the impacts of the RTRP on nine development project sites (see Exhibit IlI-A on Page
6). In addition to new development projects, this E/FIA also assumes that the RTRP’s path along the
frontage of the I-15 freeway will likely impact the performance of the existing Vernola Marketplace
shopping center, as described later in this report. The nine new development projects total approximately
591 acres of developable land that are in different stages of planning, entitlement, or development. The
E/FIA assumes a 10-year build-out horizon for 1,269 single family dwelling units, 379 multifamily dwelling
units, more than 2 million square feet of light industrial and business park uses, and 531,406 square feet
of commercial retail/tourist uses, including two community shopping centers, two 100-room hotels, and
a gas station. A summary table of each of the nine projects (Table IlI-A) is provided on Page 7. The projects
are listed in geographic order based on the north-to-south travel of the RTRP path, as shown on the map
in Exhibit IlI-A.
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EXHIBIT 1lI-A
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Absorption Schedule

As described previously, this E/FIA assumes that build-out of the nine projects will occur over a 10-year
timeframe between fiscal years 2016-17 and 2025-26. UFI used a combination of demographic
projections and market research (see Appendix A) to develop the year-to-year absorption schedule for
the different land uses proposed to be developed within the study area. See Tables IlI-C and IlI-D on the
following pages for absorption schedules for residential and industrial/business park/retail uses.
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Tax Rate Areas

The projects overlap four different tax rate areas (“TRA”) which determine the pro rata share of property
tax revenues generated from each project that the City will receive. Table IlI-E below identifies the TRA(s)
that each project is located in.

TABLE IlI-E
CITY SHARE OF 1% PROPERTY TAX REVENUE

TAX RATE AREA

028009 028011 028029 028114

Map
Ref # Project Name 7.044153%  7.044153%  5.995154%  5.995154%

1 Harmony Trails v

2 Turnleaf v v

3 Thoroughbred Farm Business Park v v

4 I-15 Corridor: Vernola Residential West v v

5 I-15 Corridor: Sky Country Industrial Park v v

6 I-15 Corridor: Sky Country Retail Center v v

7 I-15 Corridor: Vernola Industrial Park v

8 Vernola Marketplace Apartment Community v

9 Riverbend v v

Population & Employment

Population and employment projections provide the basis for per capita General Fund revenue and
expenditure projections. Consistent with the absorption schedules described previously, population
projections for residential projects are based on a household size factor. For single family residential, a
household size of 3.83 persons per household is assumed. For the Vernola Marketplace Apartment
Community, an average household size of 2.61 persons per household is assumed based on a balanced
mix of one-, two-, and three-bedroom units throughout the project’s 397 proposed units. Table IlI-F
provides population projections for each residential project.

Employment projections for light industrial, business park, and retail uses are based on an employment

density factor as described in the Methodology & Assumptions section of this report. Table IlI-G provides
employment projections for each commercial/industrial project.
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[V. ECONOMIC/FISCAL IMPACT ANALYSIS:
NO RTRP SCENARIO

Annual General Fund revenue and expenditure projections for the nine development projects were
initially prepared under a “No RTRP” scenario based on the project descriptions outlined in Section Il of
this report. Key revenue and expenditure assumptions used to prepare the projections are outlined
below. Also refer to the Appendix for detailed revenue and expenditure calculations and forecasts.

KEY ASSUMPTIONS

Revenue Assumptions

* Property Tax Revenues: Ad valorem property tax revenues are based on the City’s share of the
1% general levy and projected assessed valuations for each project using estimates for home
prices, per unit value of multifamily apartments, per room value of hotel, and per square foot
built values of light industrial, business park, and retail projects. Pricing and value estimates for
all uses, except hotel, are based on a July 22, 2015 market analysis prepared by The Concord
Group for multiple real estate development projects in the area. For hotels, the E/FIA uses a
room-rate multiplier valuation approach that assumes property value is worth 1,000 times the
hotel’s average daily rate (“ADR”) on a per-room basis.

* Sales Tax Revenues: Sales tax revenues for retail uses are based on estimated annual taxable
sales generated by each retail industry included in the tenant mix programming for each retail
shopping center. HdL Companies used its expertise of the local and regional retail market in the
trade area to assist in the development of the tenant mix assumptions for each retail site,
including gross leasable area (“GLA”) estimates and average taxable sales per square foot
estimates. This E/FIA assumes that 1.00% of taxable sales is allocated to the City in sales tax
revenues.

* Transient Occupancy Tax Revenues: Transient Occupancy Tax (“TOT”) revenues are based on the
City’s TOT rate of 10%. The E/FIA assumes that two suite hotels without food and beverage will
be developed in the Sky Country Retail Center and Thoroughbred Farm Business Park with
estimated average daily rates of $133 and occupancy rates of 60%. ADR and occupancy rate
assumptions are based on market data from “Trends in the Hotel Industry” USA Edition 2015,
published by PKF Hospitality Research, for the Mountain and Pacific market division, with
adjustments for the local market area.

* Property Transfer Tax Revenues: The City receives $0.55 per $1,000 of assessed valuation of real
property transferred each year. Consistent with the 2010 CFA, a 3.5% annual turnover rate was
used to estimate transfer tax revenues that would be generated from the projects, based on
annual assessed valuation projections.

* Franchise Fee Revenues: Annual franchise fees for utilities and solid waste were estimated based
on a per capita allocation that factored both residents and 50% of employees. Please refer to the
“Expenditures Assumptions” section below for more discussion about the E/FIA’s use of a “service
population” approach to revenue/cost allocations.

* Motor Vehicle License Fee-Related Revenues: SB 89 (Chapter 35, Statutes of 2011) took effect
on July 1, 2011, the same date as the effective date of the City’s incorporation. SB 89 shifted
Vehicle License Fee (“VLF”) and Property Tax In-Lieu of VLF revenues from cities to law
enforcement grants and crippled newly incorporated cities like Jurupa Valley who were relying on
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the statutory boost in these VLF revenues to sustain the City during its transitional years of
cityhood. VLF-related revenues have not been restored to Jurupa Valley. Therefore, the E/FIA
does not include projections for VLF-related revenues.

Expenditures Assumptions

¢ Service Population: Rather than allocating service costs on a per capita basis that only factors
residential populations served, the E/FIA recognizes that employees that work in the City generate
service demands and benefit from public services funded by the General Fund. Where
appropriate, the E/FIA calculates per capita costs based on 100% of the residential population
plus 50% of the employment population. This is a generally accepted industry standard for fiscal
impact analyses. In addition, the E/FIA recognizes that the addition of one new resident or
employee does not create direct impacts to service levels and costs for all city operations, as
further discussed below.

* General Government & Finance: General Government & Finance includes operational General
Fund budgetary costs for City Council, City Attorney, City Manager, Administration, City Clerk,
Finance, and non-departmental functions. The E/FIA assumes that adding new service
populations marginally increases costs for the City’s General Government & Finance operations
by 50% rather than 100%.

* Development Services: Development Services includes Development Services/Engineering,
Planning, Building & Safety, Code Enforcement, and Engineering/Public Works. Based on
discussions with City staff, the E/FIA assumes 70% cost recovery from filing and processing fees.
The remaining 30% cost to the General Fund is allocated to the projects based on a service
population of 100% residents plus 50% employees.

* Police Protection: Police protection services are contractually provided by the Riverside County
Sheriff. There have been significant increases in contractual costs for police services since the
City’s incorporation. While the E/FIA revenue/expenditure projections hold these contractual
costs constant in 2015 dollars, additional sensitivity analysis is provided in later sections of this
report to address cost increases for major service expenditures like police. Expenditures for police
services are estimated by applying the City’s existing sworn officer-to-service population ratio
(0.44 sworn officer per 1,000 residents plus 50% employees) to the project, and allocating costs
based on an average cost per sworn officer ($323,331).

* Fire Protection: Fire protection services in the City are provided by the Riverside County Fire
Department and CAL FIRE. County Fire’s structural fire fund permanently receives an allocation
of property tax revenues in the study area that is on par with the City’s share. The City also pays
approximately $165,000 to CAL FIRE each year for wildland fire protection services. Given the
urban nature of the proposed projects, the E/FIA assumes that there will be no fire protection
costs to the City, including any additional costs for wildland fire protection. Itisimportant to note,
however, that construction of an additional fire station to serve the new projects will be required
at some future stage of development of the I-15 corridor. Based on prior discussions between
City staff and the Riverside County Fire Department, the City’s General Fund could face up to $1.6
million in new annual operating costs for a new fire station. While the E/FIA does not include
these expenditures since they are still speculative, the magnitude of these potential operating
costs warrants discussion since it would place even greater stress on the General Fund and the
City’s existing reserves.

* Revenue Neutrality Payments: The City’s Revenue Neutrality Agreement with the County of
Riverside establishes a tiered payment plan based on total property tax and sales tax revenues
the City receives. The City’s initial payments are a flat $1,900,000 annually until fiscal year 2017-
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18, when specified performance targets for property tax and sales tax revenues are established.
As the City hits those targets, the revenue neutrality payment is based on a sliding scale
percentage of the City’s total property tax and sales tax revenues. For example, beginning in fiscal
year 2017-18, if the City receives more than $15,840,000 in property tax and sales tax revenues,
the payment formula switches from a flat $1,900,000 annual payment to 16% of total property
tax and sales tax revenues. The percentage formula increases as the City hits higher revenue
targets. Due to the City’s fiscal crisis from the takeaway of VLF revenues, the County agreed to
defer revenue neutrality payments for three fiscal years. Payments resume in fiscal year 2016-
17. The E/FIA does not allocate revenue neutrality expenditures to the projects until the projects’
generation of property tax and sales tax revenues triggers new payment tiers, at which time a pro
rata share of the City’s entire annual revenue neutrality payment is allocated to the projects based
on the projects’ share of the City’s total property tax and sales tax revenues.

FISCAL IMPACT ANALYSIS

Table IV-A on the following page provides a 10-year build-out projection of General Fund recurring
revenues and expenditures based on the assumptions outlined above. The E/FIA’s residential, industrial,
and commercial absorption schedules assume that residential, light industrial, and business park uses will
be constructed during the first two fiscal years (FY 2016-17 and 2017-18) with retail construction along
the I-15 frontage (Sky Country Retail Center) beginning in Year 3 (FY 2018-19) and hotel construction (Sky
Country Retail Center) beginning in Year 4 (FY 2019-20). In the absence of sales tax and TOT generating
uses during the first two years of operation to offset service costs, a modest General Fund operating deficit
is projected.

Police protection costs present the largest General Fund expenditure. Police and other operating
expenditures are held in constant 2015 dollars. Based on historical trends of contract cost increases
during the past four fiscal years, additional spikes in service costs in future years are likely. It should also
be noted that, while the E/FIA projects healthy sales tax revenues in the future, the City’s Revenue
Neutrality Agreement with the County will offset a significant portion of the financial benefit the City will
receive as the City continues to address its ongoing budget deficit. Even in the absence of the RTRP,
market conditions will need to continue to favor the City and the Inland Empire 1-15 corridor to ensure
that sales tax and TOT generating uses will be supportable and able to improve the City’s economic and
fiscal outlook in the future.
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V. ECONOMIC/FISCAL IMPACT ANALYSIS:
RTRP SCENARIOS

The E/FIA analyzes the impact of the proposed RTRP path on the nine projects and the City’s overall fiscal
outlook. As shown in Table V-A, the impact of the RTRP on sales tax generating uses will be particularly
critical to the City’s General Fund health. This E/FIA addresses: (1) the physical impact of the RTRP to the
development envelope of the nine project sites; and (2) the economic impact of the RTRP to the assessed
valuation of properties that are exposed to the RTRP but are not directly eliminated by the RTRP’s path.

KEY ASSUMPTIONS

Residential Property Values

Prior statistical analysis evaluating the economic impact of overhead high voltage transmission facilities
have focused primarily on residential property values. On April 14, 2012, the Subcommittee on Insurance,
Housing, and Community Opportunity of the Congressional Committee on Financial Services held a special
field hearing on “The Impact of Overhead High Voltage Transmission Towers and Lines on Eligibility for
Federal Housing Administration (FHA) Insured Mortgage Programs.” The meeting was held in the Council
Chambers of Chino Hills City Hall and focused on the proposed SCE overhead high voltage transmission
line through the City of Chino Hills as part of the Tehachapi Renewable Transmission Project (“TRTP”).
Witnesses opposed to the project argued that, once the transmission towers for the project were erected,
sales comparisons indicated that average sales prices in the affected residential areas dropped by 17.2
percent as shown below.

TABLE V-A
TRTP IMPACT ON SINGLE FAMILY HOME SALES IN CHINO HILLS

$ Change in % Change in

# Closed Average Average Average
Sales Sales Price Sales Price Sales Price
6 Months Prior to Tower 331 $ 509,000 ) }
Construction
10 Months Following 426 $ 421452 § (87,548) (17.2%)

Tower Construction

This is consistent with a July 22, 2015 market study prepared by The Concord Group (“TCG”) that estimates
a 15% depreciation in residential property values due to proximity or exposure to overhead high voltage
transmission lines. TCG reviewed the comparable sales prices of homes exposed and not exposed to
transmission lines in three communities: Santa Clarita, CA; San Gabriel, CA; and Seattle, WA. The discount
in the comparable sales prices of exposed homes averaged 18.2%.

This E/FIA assumes a 17.0% discount in residential assessed values due to exposure to the proposed RTRP.

Industrial/Business Park Property Values

Based on a 2005 article published by the International Right of Way Association analyzing the impact of
overhead high voltage transmission towers and lines on industrial properties, the E/FIA does not discount
property values of the industrial/business park elements of the nine projects in the RTRP path.
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Retail Properties and Sales Tax Generation

Similar to industrial properties, the E/FIA does not discount property values of the retail elements of the
Sky Country Retail Center and Thoroughbred Farm Business Park. Instead, the E/FIA focuses on potential
constraints the RTRP will pose to site planning and signage, particularly freeway-oriented signs along the
I-15 corridor. The most significant impact is anticipated for the Sky Country Retail Center site located on
the northwest quadrant