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About Us

In 2014, HdL Companies created HdL ECONSolutions to expand services in providing strategic
planning and consulting services to assist local governments with economic development
planning and execution. HdL ECONSolutions offers a variety of products and services for
customized solutions based on a client’s budget needs and specific development requirements.
Whether you need to understand a trade area, fill a vacancy, or market a shopping center, HdL
ECONSolutions will collaborate with city staff, developers, and real estate professionals to bring
increased economic activity to your community. We will work with city staff in formulating steps
to capitalize on near-term opportunities, evaluate areas for redevelopment or repositioning of
commercial shopping centers, future revenue projections and feasibility studies to ultimately
devise a strategy to encourage commercial development in your city through an understanding
of your marketplace.

Our HdL ECONSolutions staff has more than 50 years of local economic development and
community development experience in California. HdL ECONSolutions offers up-to-date data
capability, an online GIS platform with state-of-the-art software for market analytics and the
ability to leverage HdL's extensive databases systems. HdL ECONSolutions can engage in projects
of every size ranging from data analysis to comprehensive studies to advisory support and to
public/private collaboration.

HdL ECONSolutions Team

Nearly 75 Years of Economic H
Development and Community HHE
Development experience

Unique combination of public
and private sector experience

Utilize cutting edge software,
along with established and
proven network of developers,
shopping center owners,
retailers and real estate
professionals

Have worked for 140 local
governments including 30
present city clients
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Objective

The city of Fontana has requested an analysis to be conducted on two distinct but adjacent
locations within its downtown area. To arrive at an optimum development plan that will be both
market relevant and able to be implemented, the plan must account for development activity, as
well as current market factors and conditions that shape successful land use. Because land
considerations are a people-oriented process, personal opinions and desires, attitudes, legal and
political considerations all have land use impacts. To adequately pursue the preparation of a
market study including a highest and best use plan, these must be considered.

This analysis for the reuse of a portion of downtown Fontana property will look at the
following:

e Sijte Analysis & Zoning Considerations \
e Market Analysis & Demand ___1/( ;

e Highest & Best Use

e Revenue Analysis »

¢ Implementation and Development Conditions

Overview oL
The City of Fontana is in San Bernardino County, 50 miles 1

west of downtown Los Angeles, in the heart of the S
Inland Empire region with a population of 217,546 (HdL
ECONSolutions INSIGHT Market Analytics, 2021).
Fontana is strategically positioned in the Inland Empire
along three major transportation routes, including, I-10, I-15 and State
Route 60. Within a 10-minute drive time of downtown Fontana,
there are approximately 151,135 people with moderate J Permanemeo

income levels, low unemployment, and an area ripe \—gﬂ & Medical Center
for redevelopment opportunities. Christopher Columbus Transcontinental Hwy

Fontana

Methodology INDUSTRIAL PARK
To address the issues presented in the objective Declezville E
section, a detailed evaluation was preformed of the

existing retail in the trade area, as well as major existing

and planned development areas in and surrounding the defined trade area. The trade area was
defined using a 5-minute primary and a 10-minute secondary drive time from the proposed
development areas, (Site 1 - located at the southwest quadrant of Arrow Blvd/Sierra Ave and Site
2 - located on the southeast quadrant of Juniper Ave/Spring Street), based on the evaluation of
existing centers, driving patterns, and current and future population massing.

Additionally, a Consumer Demand & Market Supply Assessment was conducted, which provides
a glimpse into the overall retail potential of the trade area, evaluated in relation to per capita

population.
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Site Analysis

Combined, both development areas encompass approximately 12.8 acres. Site 1 is bordered by
Spring St to the north, Arrow Blvd to the south, Nuevo Ave to the east and Juniper to the west
and is approximately and is 8.40 and is just south of the Pacific Electric Trail. Site 2 is bordered
by Arrow Blvd to the north, Valencia Ave to the south, Sierra Ave to the east and Nuevo Ave to
the west and is approximately 4.40 acres. Both areas are just south of the Civic Center campus
and north of the Metrolink Fontana Station. These sites are also within Fontana’s downtown
district with commercial zoning designations intended for local-serving commercial and service
uses that are designed to serve the immediate area. The Downtown Form Based Code
designations incorporated include retail and transitional land uses. In additional to commercial
uses including office development, residential within mixed-use development having commercial
components is an allowable use in this development area.

The two development sites are made up of underdeveloped parcels as well as commercial
sparsely placed throughout with most of the residential density located south of the
development areas and within a 5-minute drive-time trade area.

Access

Both development areas are border by Arrow Blvd running east/west and providing great access
into both sites. Site 1 runs along Juniper Ave which is a secondary north/south arterial to the
heavily traveled Sierra Ave. Site 2 runs along Sierra Ave which is Fontana’s primary north/south
arterial, heavily traveled and provides quick access to the I-10 and 210 freeways. With the
development of uses that will potentially attract more traffic (including truck and automobiles),
east/west access to the project sites should be improved to allow for alternative ingress/egress
access points.
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Trade Area Summary

Based on analysis, it is determined that any proposed retail uses intended for the project site
would be limited to local neighborhood shopping establishments due to community gravitational
patterns and the existing commercial uses along Sierra Ave, which is discussed in more detail in
the following sections of this analysis. Existing retail uses servicing the 5-minute drive time trade
area will appeal to customers from short distances with the uses primarily serving convenience
and daily shopping needs. The following map illustrates the boundaries of the primary 5-minute
drive time trade area:

Please note, because of the retail trade area, the proposed project site will face some
competition with existing retail centers to the north and south along Sierra Ave at Valley Blvd
and at Foothill Blvd. However, should the project site develop with potential residential, and
office uses, the increase in additional people to the area could warrant consideration of attracting
additional neighborhood retail uses for the convenience of both new employees and the increase
in residents. Currently, within the 5-minute drive time trade area there is nearly 47,000 in a
residential population and a daytime population of nearly 44,000 people according to SiteSeer
demographics as of October 2021. The 10-minute trade area daytime population dramatically
grows to more than 127,000 because of a large inflow of employees coming from outside of the
trade area and city passing through Fontana working within many of the industrial centers, Kaiser
Hospital, California Steel Industries, and other uses within Fontana.



October 2021 City of Fontana — Downtown Market Analysis _

Trade Area Analysis

A retail gap analysis was completed looking at various establishment types like grocery,
restaurant, drug stores and institutional uses (banks etc.). The analysis is more than finding
retailers that are missing from the trade area but shows where opportunities exist to service a
trade area resident, business and the employee that commutes in from outside the Fontana area.
The process looks to consider the consumer demand & market supply assessment (Gap Analysis)
and to visually match opportunities with potential development locations.

5-minute drive time Consumer Demand Market Supply Opportunity
By Establishments Trade Area Trade Area Gap/Supply (%)
Restaurants 43,173,782 | $ 42,540,061 -1%
Misc. Retail Stores 12,907,148 | $ 6,426,044 -50%
Specialty Food Stores 4,635,438 | S 3,784,780 -18%

As discussed in more detail in subsequent sections of the analysis, a Consumer Demand & Market
Supply assessment was used to provide a macro-appraisal of the Fontana retail marketplace, as
well as retail options within the primary trade area. A consumer demand/market supply index is
used to show if a community or trade area is meeting the retail demand of its residents. A result
above 100 suggests demand is not being met and residents are likely traveling outside of the
defined trade area to fulfill their retail needs. Within the primary trade area, the consumer
demand/market supply index is 66, suggesting that demand is somewhat being fulfilled within
the trade area limits.

Below are some potential commercial voids within a 5-minute drive time of the project site:

Restaurants — 5-minute drive time trade area
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Grocery/Convenience/Specialty Food Store — 5-minute drive time trade area
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Miscellaneous Retail/Institutional Uses — 5-minute drive time trade area
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Consumer Demand & Market Supply Assessment

A Consumer Demand & Market Supply Assessment for the trade area identifies unfulfilled market
supply for consumer demand. The trade area shows approximately $1,407,720,636 being spent
outside the primary trade area and outside of the City of Fontana with much of this being spent
in shopping centers to the west in Rancho Cucamonga and Ontario. This represents
approximately $14,000,000 in potential annual sales tax revenue that could be realized by the
City of Fontana. HdL ECONSolutions used a methodology whereby the potential leakage is
weighed against the potential sales that can be realized from a prototypical commercial shopping
center. The potential leakage is then factored into sales per square foot based on potential sales
resulting from a potential retail establishment type. To that end, HdL ECONSolutions is
estimating approximately 15,000 to 25,000 square feet of retail could potentially be realized and
absorbed within the primary trade area. Should additional residential or the addition of
employment generating business/development (which will increase the daytime population), be
developed within the primary trade area (5-minute drive time) there is the potential that
additional retail could be attracted to the project sites and/or within the trade area. The addition
of more traffic (via the arterial streets, as well as foot traffic through increase population) will
help in retail attraction efforts as many retailers not in the trade area will require at a minimum
50,000 population in a primary trade area. The consideration of absorbing 15,000 to 25,000
square feet of new retail, in addition to potentially attracting additional residential and office
development to the primary trade area presents the opportunity for the development of no more
than 4-acres of neighborhood retail at the project sites.

| N Q’ | == } { l Consumer Demand & Market Supply Assessment
o ( ¥ | site: Site 1 and Site 2
Address: Fontana CA
s
Ml
5 Min Drive 10 Min Drive Fontana CA
Demographics
Popuiation 45,985 151,135 217,546
5-Year Population estimate 49,263 158,810 231,219
Population Households 46,917 150,745 217,108
Group Quarters Population 68 390 439
Households 11,794 36579 54,336
5-Year Households estimate 12,358 38434 57,778
‘WorkPlace Establishments 884 1,756 2,733
Workplace Employees 17,064 34,563 53,267
Median Household Income $50,261 $59,630 574,530
Consumer Market Opportunity Consumer Market Opportunity Consumer Market Opportunity
By Establishments Demand Supply Gap/Surplus Demand Supply Gap/Surplus Demand Supply Gap/Surplus
Furniture Stores 58,681,512 S0 (58,681,512) -100% 528,320,416 $26,815 (528,293,602) -100% $41,422 287 51,463,518 (539,958,769) -96%
Electronic Shopping/Mail Order Houses $148,541,180 S0 (5248,541,180) -100% 5462,097,451 560,566,484 (5401,530,967) -87% $670,086,190 $289,373,203 (5380,712,987) -57%
Vending Machine Operators (Non-Store) $6,233,636 S0 (96,233,635) -100% $19,755,405 S0 (519,755,205)  -100% $28,533,767 $15,726,301 (512,807,466)  -45%
Lawn/Garden Equipment/Supplies Stores 54,851,651 $958,687 (53,892,964)  -80% 515,780,715 $6,583,678 (59,197,037)  -58% $22,925,620 9,268,707 (513,656,913)
Jewelry/Luggage/Leather Goods 54,988,009 $2,123,730 (52,864,279) -57% $16,216,129 $11,922,809 S -26% $23,546,334 515,045,238 (58,501,096) -36%
Book/Periodical/Music Stores $2,568,632 $1,123,685 (51,444947)  -56% $8,238,519 $1,123,685 -86% $11,968,149 $9,424,577 (52,543572) -21%
Other Misc. Store Retailers $12,907,148 $6,426,044 (56,481,104)  -50% 541,899,129 $16,622,035 (525,277,008)  -60% $60,430,703 $34,807,521 (525,623,182)  -42%
Sporting Goods/Hobby/Musical Instrument $8,361,354 $4,437,110 (53,924,200  -47% $27,256,420 $16,940,883 (510,315,537)  -38% $39,777,747 527,066,653 (512,711,008)  -32%
Clothing Stores $36,586,116 $20,363,379 (516,222,737)  -44%  $118,661,848 $63,685,513 (554,976,335)  -6%  $172,426,941 $82,731,573 (589,595,368)  -52%
Home Furnishing Stores $8,254,794 $4,783,129 (s3471,665) -42% $26,706,933 $15,421452 (511,285,481)  -42% $38,636,073 513,433,499 (525,202,573)  -65%
Florists/Misc. Store Retailers $1,225,833 $757,694 -38% $3,986,121 $1,325,575 (52,660,546)  -67% $5,794,215 $1,130,651 (58,663,569)  -80%
Specialty Food Stores $4,635,438 $3,784,780 -18% 514,870,421 $7,917,185 (56,953,236)  -47% $21,393 973 $13,806,021 (57,587,952)  -35%
Electronics/Appliance $14,110,185 $11,880,288 -16% $41,280,932 $20,923,445 (520,357,487)  -49% $61,219,995 $38,786,287 (522,433,708)  -37%
Used Merchandise Stores $2,554,617 $2,327,431 % $8,265,128 $3,972,589 (54,292,538)  -52% $11,973,409 $7,210,859 (54,762,550)  -40%
Full-Service Restaurants 543,173,782 $42,540,061 1% 5119017332 $85,963,111 (533,054,221)  -28%  $180,467,166 $178,322,108 (52,145,058) -1%
Special Food Services $13,463,384 $13,804,976 0% $38,161,026 $26,700,325 (511,450,701)  -30% $57,341,605 $52,351,273 (53,990,332) 0%
Bar/Drinking Piaces (Alcoholic Beverages) 52,863,234 $2,867,590 0% $7,503,201 $3,907,820 (53,595,381)  -a8% $11,604,556 $3,936,600 (57,667,956  -66%
Other Motor Vehide Dealers $9,240,726 $10,308,019 $1,067,292 12% $30,349,059 $30,490,534 $141,475 0% $44,697,007 $36,392,047 (58,304,959)  -19%
Office Supplies/Stationary/Gift 54,219,576 $6,175,358 $1,955,783 a6% 513,232,083 $11,307,489 (51,924,558)  -15% $19,270,089 514,065,449 (s5,204,620)  -27%
Direct Selling Establishments 54,622,737 $6,894,859 $2,272,122 ag% 514,808,178 59,508,925 (55,299,253)  -36% $21,265,143 $12,859,839 (58,405,304)  -40%
Health/Personal Care Stores 549,234,365 574,818,694 525,588,330 52%  $157,807,239 $113,944,223 (543,863,016)  -28% 5225163042 $193,348,821 (531,814,221)  -18%
Building Material/Supplies Dealers 547,593,662 $73,339,623 525,745,961 54%  5153,811,736 $163,671,216 59,859,480 6% 5221989351 $222,541,082 $551,731 0%
Limited-Service Eating Places $46,452,022 $82,310,336 $35,858,314 77% 131,488,313 $167,934,872 $36,446,559 28%  5197,459,233 $260,836,843 63,377,610 32%
Department Stores $17,779,713 $31,995,341 $14,215628 80% $57,354,072 $55,390,574 ($1,963,498) 3% $82,865,905 583,522,204 $656,389 1%
shoe Stores $5,331,565 $11,207,116 $5,875,551  110% $17,347,597 519,269,591 $1,921,995 1% $25,402,983 526,483,278 51,080,204 a%
Gasoline Stations 66,787,321 $148,466,418 $81,679,097  122% 5215915501 $336,502,376 5$120,586,875 56%  $311,509223 $511,993,721 $200,484,498 64%
Grocery Stores 588,152,454 $198,920,761 $110,768,308  126%  $283,008,994 $452,002,393 5$168,993,399 60%  5407,123,530 $616,477,627 $209,354,096 51%
Automotive Dealers $149,003,777 $360,249,065 $211,245288  142%  5489,229,751 $834,593,602 $345,363,852 71% 5719434465  51,006,585,457 $287,150,992 0%
Other General Merchandise Stores $91,517,736 $228,536,667 $137,018931  150%  $203,687,754 $447,669,990 $153,982,235 52%  $422,501,415 $713,345017 $290,753,602 69%
Beer/Wine/Liquor Stores $7,371,823 518,909,484 $11,537,661 157% 523,943,741 $32,326,154 $8,382,413 35% $34,964,742 529,819,065 ($5,145,677) -15%
Automotive Parts/Accessories/Tire $13,933,171 $37,810,308 $23,877,137  171% 544,806,404 $82,866,460 $38,060,056 85% $64,160,014 $98,429,689 534,269,675 53%
Index $925,241,155  $1,407,720,636 66 $2,924807,509  $3,101,081,803 94 $4,257484873  $4,620,584,819 92
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Current Market Conditions

As previously mentioned, the trade area for the project site is defined in drive times with the
primary trade area defined as a 5-minute drive time which includes most of the downtown area.
The secondary trade area is defined as a 10-minute drive time and includes some areas north of
the 210 and south of the I-10 freeways. Within the 10-minute drive time, there are several retail
options including neighborhood and strip/convenience centers. However, within the immediate
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area the access to grocery, quick service/fast casual restaurants, banks, and other convenience
services is lacking. The 5-minute drive time consist of approximately 46,985 people living in
11,794 households and hosts a daytime population of 43,530 along with a workforce of 17,064.
The 10-minute drive time consist of approximately 151,135 people living in 36,579 households
and hosts a daytime population of 127,876 along with a workforce of 34,563. The 10-minute
drive time makes up approximately 70% of the total population for the City of Fontana.

Commercial Market Conditions

There are many masterplan communities with commercial development strategically planned and
conveniently located within a 10-minute drive time of the development sites. Unlike Orange and Los
Angeles counties, the Inland Empire attracts relatively few tourists, meaning its retailers depend on local
consumers to fill their stores. While the Inland Empire has shown consistent job growth, a lack of high-
paying jobs has hindered significant spending power. Costar expects Inland Empire vacancies to drop to
6.7% in the next 12 months as new retail projects come online in cities such as Rialto, Ontario, and Indio.
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Residential Market Conditions

In the last quarter, homes in Fontana have sold from 2.0% to 3.0% over the initial list price, which
is a testament to the tight housing marketing that is being seen throughout California. The
median sales price for homes in Fontana increased by 14.1% over the last quarter to $593,032 or
$279 per square foot. The number of new homes coming on the market each month in Fontana
increased by 28%, while the number of homes sold each month increased by 1462% over the
past 12 months. Over the last quarter homes were sold in an average of 38 days which increased
slightly over the previous quarter by approximately 11%; however, we do not see a cooling of the
residential market. Both new and pre-owed home market is a hot commodity in California, in
addition to a very tight rental market as well.

Comparable Downtown Analysis
Richmond CA

The City of Richmond California has gone from hosting
the largest shipbuilders on the West Coast during
World War Il to its current campaign to become a
pedestrian-friendly “urban village”. The Richmond
Main Street development area has taken an
interlinked, multi-front approach to redeveloping its
downtown as a safe and thriving destination for
businesses, entertainment, and the arts. Running from
the Richmond Parkway to 1-80, Macdonald Avenue is
the primary east-west connector in the heart
of downtown Richmond, in the eastern region of the San Francisco Bay area.

This is part of the area known as “The Iron Triangle” because it was bounded by railroad tracks,
which have since been covered over with asphalt. Over the years, the area became known as a
high-crime district — but the work to build a new, positive direction was uplifted by the 2011
opening of the new East Bay Center for the Performing Arts at Macdonald and 11th Street. The
East Bay Center has been in operation since 1968 and has given over 50,000 student artists a
chance to develop themselves and their work. The Center’s new facility includes the aptly named
Iron Triangle Theater.

The Richmond Main Street area has mixed uses including commercial and multifamily residential.
Respected residential builder-the Olson Company developed much of the residential product in
the area. Downtown Richmond also has a train station, similar to Downtown Fontana.

The Richmond Chamber of Commerce provides services, resources, and advocacy. The
Downtown Holiday Festival, Small Business Saturday and the annual Community Fund Golf
Tournament are just a few of its activities. The Main Street Initiative is working to attract more
people to downtown Richmond, in part by organizing events such as Music on the Main, Art in
Windows, and the Spirit and Soul Festival. The Summer Youth Entrepreneurs Program helps
youngsters develop business-related skills. Several farmers’ markets, both on and around
MacDonald Avenue, are a strong feature of Richmond, with local produce, fruit, eggs, and
handmade crafts.
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For outdoor activities, the Nevin Center hosts sailing,
biking, camping, and kayaking. Just to the west of
Macdonald Avenue is Point Richmond, where
Europeans settled in the mid-1800s. Nearby is
the Rosie the Riveter WWII Home Front, a 145-acre
National Historical Park that overlooks the site of the
Kaiser Richmond Shipyards, which produced more
ships during the war than any other. Speaking of
history, the Richmond Museum on Nevin Street, one
block north of Macdonald Avenue, showcases the
history of this diverse city. The museum also maintains the SS Red Oak Victory, the “Ship that
Rosie Built,” a restored, locally built cargo ship that serves as a monument to the men and women
who worked in wartime industries during World War Il.

Chula Vista CA

Chula Vistais San Diego’s 2nd largest city,
incorporated in 1911 and is named “Beautiful
View”, due to its proximity to the coast. Chula Vista is
known for its eastern San Diego County developments
including the communities of Eastlake and Otay
Ranch. In the heart of Downtown Chula Vista, you will
experience a small town feel in the middle of a big
city. 3 Avenue between H Street and E Street is the
original Main Street Chula Vista. It is the host to many
small businesses, restaurants, and eateries that bring
families to eat and enjoy outdoor concerts, nostalgic arcade games, or lounging with friends for
a picnic on the grassy knoll of Memorial Park. Not only does Downtown Chula Vista host some
great restaurants, but the nightlife on the street is also up and coming as well, where you can
catch a live theatre performance at the Onstage Playhouse.

The J Street Marina is not only for boats, but a great place to host an outdoor birthday party,
have a family picnic, go for a walk/bike ride. There are two playgrounds located across the street
from a new shopping center. Residents and visitors alike can bike to the park and end up on a
pedestrian-friendly shopping trip.

Additionally, downtown Chula Vista has a state-of-the-
art library, the Civic Center campus, and recreation
centers including community swimming pools.

In recent years, Chula Vista has been incorporating
newer multifamily residential product into its
downtown area to help create a more vibrant
downtown area. Adding multifamily residential to the
existing established residential neighborhoods nearby
will help create more activity and more customer 2
demand for the many restaurants and retailers situated in downtown Chula Vista.
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Market Analysis — Recommended Land Uses

The proposed non-residential land uses within the project site provides an opportunity for the
City of Fontana to increase employment opportunities and provide for additional retail that
specifically caters to the primary trade area workforce and existing residents, plus possible new
residential uses to be situated in the downtown area. Additionally, the land uses within the
project area need to consider the residential to the south, west, and east of the sites and as such
should look to implement land uses that allow for a transition of use types that are more
complementary to fostering a pedestrian-friendly development. The intent of the suggested uses
should provide a natural transition from potential retail located closer to Sierra Avenue to
residential to the west. Additionally, the suggested land uses will also provide opportunities for
convenience retail/restaurants in the primary trade area catering to the area’s workforce and
daytime population. Lastly, the inclusion of additional green space/park area just south of the
existing Pacific Electric Trail, will not only provide a buffer and transition from development to
the north, but will also act as a natural pedestrian gathering location for community events.

" &l W Open Space/Park/Recreation - 3.6 acres

{1 H Multi-Family Med/High Density - 5.02 acres

M General Commercial - 4.29 acres

According to Multi-House News (2021), the Inland Empire’s rental market posted its best
performance in 2021. Multifamily asset performance in the Inland Empire has been very strong,
despite the pandemic with year-over-year vacancy at just 1.8%. With the medical and logistics-
heavy job market, limited new apartment construction, and the lack of supply support apartment
owners.

With inward migration and population growth driving the strong market fundamentals, building
highly high-quality multifamily residential that will attract professionals is key to success of these
development areas. According to a GlobeSt.com report (2021), 26,300 new households were
formed in 2021 even as home prices in the market surged 32%. This dynamic has pushed many
people into the rental apartment market. Population growth along with limited apartment supply
could position those cities that have available land for this use type to seize on the opportunity
to increase their daytime population which in turn will attract additional retail uses.
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Revenue Analysis

Sales Tax

Development Type Total Building SQFT Sales/SQFT Total Annual Sales Annual Sales Tax
Revenue
General Commercial | 15,000 $250 $3,750,000 $37,500
Office 5,000 $25 $125,000 $1,250

In addition to the approximate $3.75 million in taxable sales generated, HdL ECONSolutions
estimates another $125,000 to $250,000 in business-to-business sales that will generate an
additional portion of $1,250 to $2,500 in sales tax revenue to the general fund through potential

business-to-business transaction.

Property Tax
Property tax revenue is based on an estimate of the 3.7% share of the City’s 1% property tax
collected.
Developme o[< O Building SQ Bld 0 otal Build A Prope

General Commercial | 15,000 $360 $5,400,000 $1,998
Office 5,000 $360 $1,800,000 S667
MFR 100,000 $180 $18,000,000 $6,660

There is the potential that within the 5.02 acres approximately 120 units could be built using 24
units to the acre and in total there could potentially be nearly 100,000 square feet of highly high-
guality multifamily residential for rent.

Jobs
Development Type

Total Building SQFT

Bldg. SQFT/ Employee

Total Employees

General Commercial 15,000 250 60
Office 5,000 250 20
Residential 100,000 1500 67

Per the U.S. Bureau of Labor Statistics on average depending on land use type, employment can
be calculated by the factor of approximately 1 worker per every 250 to 1,500 square feet. This
provides a general idea of the potential increase in daytime traffic because of new employees at
these potential new retail establishments. The proposed development sites in downtown
Fontana are estimated to produce approximately 146 employees at buildout. This provides a
basic measure of the potential in sales tax revenue generated by these employees who will be
making purchases in the City. This is outlined in more detail below as an indirect impact and
while this could fluctuate, it does provide a conservative economic impact of potential revenue
that could be realized from the increase in new workforce population.

Indirect Impacts

Indirect impacts are as a result of sales made within the City by employees working within the
new development. Total impacts (employee/spending) are using 2021 dollars using the total
estimated employees within the developments at buildout. Additionally, sales tax revenue
generated by employees is based on an ICSC 2013 study on employee spending, with the average
employee spending $146 per week (not including spending on transportation and online sales).
The annual spending uses the average weekly spending multiplied by 52 weeks per year and does
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not consider weekend and holidays. Total sales tax generated by employees within the City of
Fontana is based on HdL ECONSolutions’ estimate that 70% is spent on taxable items in Fontana.

Employee Spending
Total Annual Spending by Percentage Spent in Total Spending in Sales Tax Generated by

Employees Fontana Fontana Employees
$607,360 70% $425,152 54,252

It is estimated that with the addition of these two potential distinct development areas, the City
of Fontana could realize an additional $50,327 in revenue from sales tax, property tax and
indirect sales tax revenue generated by employee spending. Over a 10-year period with modest
2% growth, these developments have the potential to yield approximately $649,487 in revenue
brought into the City.

Revenue Summary Table

Revenue Source Total

General Commercial $37,500
Office $1,250
$38,750
| Employee Spending $4,252
General Commercial $1,998
Office S667
Residential $6,660
$9,325
Project Total Revenue $52,327

Conclusion

The two areas studied present a unique opportunity for the City of Fontana to help guide the
redevelopment of approximately 12 acres of property situated in downtown Fontana. The two
areas were carefully analyzed and evaluated considering their property configuration and
locations. Given these factors, along with market demand, the two areas seem prime for mixed-
use development with a combination of new commercial uses and new multifamily residential
development. Please note we recommend horizontal mixed-use, not vertical mixed-use. There
is significant demand for more residential development in the Inland Empire, especially new high-
quality multifamily residential product. Incorporating some residential product into these two
locations will also serve to enhance the patronage of existing commercial development in the
downtown area, as well as new commercial retail development proposed for part of these two
locations.

The redevelopment of these two areas will produce new revenue to the City of Fontana through
property tax revenue, along with sales tax, including direct from new business establishments
and indirectly from employee spending. Together, the new revenues should total slightly more
than $52,000 annually.



