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CuTt UMMARY
1. District Identity

Old Town Temecula provides a unique and historic environment for speclalty $hoppmg, dining,
and entertainment uses for both local residents and tourists.

In order for Old Town to continue to thrive, It will need ta strengthen Its appaat. to residents of:
the local trade area. The City and Old Town stakeholders shcmld consider positloning O{d
Town as Temecula's “downtown,” “offering a special desﬁnation t’ar “!{festyle shoppmg and
services, eating and drinking, entertainment, and special a\rents :

To further these goals, the Clty should also consider siting publlc projects such as the proposed
new Civic Center within Old Town in order to atiract local patmnage to the area. Other public
gathering places, including arts facliities, parks and plazas, and cammunrty centers, could be
linked to a Civic Center project in order to leverage public investriient in these facillties.

2. Market Opportunities

Retail / Restaurant .’

Old Town has the potential to capture 35,000 to 58,000 SF: af new retan and restaurant uses
over the next five years (1998-2003) and an additional 60,000 fo 100;000 SF during the
following five years (2003-2008). KMA has identified three ma}or retailing opportunities:

(a) Eating and Drinking Establishments: Old Town has the potental to- capture between 14,000
and 21,000 SF of restaurant/bar uses over the next five years KMA recon'unends )
establishment of a “restaurant row” as an important ﬁrst phase fordistrlct rev{tallzatlon
Possible tenant types include: Diners, barbeque~style restaurants, steak houses ice cream
and candy stores, Westemn-style saloons, and mncro—brewenes

Old Town Temecula Markef Assessment o Final / June 8, 1998
o Keyser Marston Associates, Inc, ' " ..Page 8
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(b) Specialty Storés: KMA recommends two specific themes: in»pértik:ular sporting goods and
apparel and outdoor recreatlon supply. Examples include h!kfng and mmping gearr
Western-orlented apparel and gear, athletlc supply and shoes, and theme bookstores.

(¢) Home Furnishings and Design: The existing ooncentratlo'n'of' 'anti&ijes :stores {n Old Town
provides the foundation ta add other houschold fumnishing and deoorsfores Exarnples
include stores that sell: new fumiture, fighting, wall art, paﬂe furmfture. and spec:alty
hardware stores.

(d) Long-Term Targets: With the introduction of significant new. residential In Old Town and
vicinity, the district may be successful In aftracting upscale "lifestyle reta’irers such as
Restoration Hardware, Pottery Bamn, and Smith & Hawken, as well- as a specialty grocery
store.

Office Space

There are relatively limited opportunitles for office developrent.within Old Towri,. Where
possible, KMA recommends that the City encourage development of office uses, particularly
“hybrid” live/work space, on upper floors. Location of the Temecula Civic Center within Oid
Town would reinforce the district's role as Temecula’s downtown and enhance the deslrabliity of
Old Town as an office location for architects, engineers, and other development lndustry
tenants.

Hotel

The Old Town environment is well-sulted for development of se’vera'l‘moderate 10 upscale bed

‘and breakfast Inns or small lodges. Key opporiunities would involve adaptlve re-use of one of

the area’s historic hotels or older buildings. In addjtion, KMA recommends that the City pursue
limitéd-service or extended-stay hotels in nearby locations outside of Old Town..

Ol Town Temecula Market Assoassment - ‘Final / June 8, 1998
Keyser Marston Asseclates, Inc, Page7
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= Residential

— Significant expansion of residential uses within Old Town. ahd-\)tciﬁity will be an iImportant
component of the area’s ravitalization, as new residents will provlde an impcrtant patronage

i base for specialty retallers, convenlence shopplng and services; and restaurants n Old Town.
Key opportunities are: (1) development of new senior apartments (2) adaptlve re-use of older

— structures as lafts; (3) infill multi-family development along: Pujol Street and’ (4) medium- and

high-density housing within the Westside Speclfic Plan.
3. Other Development Concepts

(2) Arts end Cultural Uses: Old Town needs an expanded mix of arts and eultuial uses if the
— district is to be successful In maintaining Its current share: of local trade area expendxtures
as well as regional tourism spending. Comparable districts |nciude .entertainment or cultural
-~ facilities such as museums and theatres. KMA recommends, that the City cansider slting .
new arts and cultural uses within Old Town to enhance the district’s draw and leverage the
- City's Investment to date. Possible uses include: & playhatise tﬁeatre,-‘Westem or Native
American museums or galleries; and warking artlsans craftshnps
{b) Enhancement of Murrieta Creek: Murrieta Creek Is a key asset and should play a
- prominent role In the OId Town revitalization program; The erosk offers a natural setting
. that could be developed as a recreational / pedestrian promsnadelined with testaurants
- and specialty shops.

(c) Cooperation with Wineries: Old Town stakeholders should consjder structunng a.
cooperative marketing arrangement with the vintners: Addiﬂonal represenfatlons of.the
wine country could also be incorporated within Old Town.

Old Town Temecula Market Assessment - Flaall June B f993
Keyser Marston Associates, Inc. o " Page'8
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4. Other Strategic Recommendations

(a) Business Improvement District (BID): Old Town stakehoiders shourd ‘Consider-forthation of .
either a business- or property-based Business. Improvement District (BID)’ .BIDs:-can -
provide marketing and promotion, security, parking servi@es. and mamten’ange as welras
ather revitalization activities and Improvements. BIDs appeaLto properly and business
owners because funds are controlled by the private sector, allowing the business
communify fo decrease Its reliance on uncertain, public ﬁnancial suppnrt The City should
consider providing the seed capital to implement an Old Town BID.

(b) Uniform Shopping Environment: Old Town stakeholders. shauld also conslder uniform
operating hours, standardized parking arrangements; and errhanced wayﬁnding signage

(c) Freeway Visibility: The City and Old Town stakeholders 'shbﬂidjcbﬁSidér‘ﬁ'ﬂféuing-one or
more of the available means to enhance Old Town's visibility frem the freeway.

(d} Racruitment Strategles: Strategies avallable to the Cityﬂigdevéiop ment Agency to attract
new development, business, and-arts and cultural uses to Old Toviri include:

Solicit developer mvestment through Requests for F'roposals '(RFPs) for: targeted
properties,

* Encourage or assist adaptive re-use of historic buildings.
* Direct solicitations to end users such as restaurants or.hotel operators.
¢ Partial financial sponsorship for arts and cultural facllitiss.

* Continued investment in public improvements.

Old Town Temecula MarketAssassmsnt Final/ June 8, 1908
Keyser Marston Assaclates, Inc, - Page 9
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B, INTRODUCT|ON

1. Objective

The Clty of Temecula requested that Keyser Marston Associates, Inc, (KMA) prepare & mariet
assessment to evaluate near- to mid-term market cpportumties for riew business and
development within the Old Town Temecula Specific Plan area:: -

2. Methodology.
In preparing this assessment, KMA has undertaken the following-iey work tasks: -

(a) Discussions with the major stakeholders Involved in Old Town and the Clty of Temecula
regarding existing conditions and potential opportunities. :

(b) Review of local and regional demographic trends.

(c) Analysis of retail sales patterns relative to the expenditur’e—.—pcﬂ_aﬁ'tiélfb_'f'ﬁa‘:e;‘;_rshrre‘;’.l-rjding'_ffade
area. ' R S

(d) Evaluation of existing and propased competitive market supply for retail; office, hotsl, and
residential uses.

(e) Estimation of retall space demand potential for OId quﬁ.-

(f) Identification of key opportunities in terms of appropriate uses angj{_éngg_t-txp& -

In addition, KMA engaged a survey research subconsultant; CIC Research lhc to underlake
-two surveys: (1) a shopper intercept survey of Old Town patrons and {2) a teléphone survey of

local residents. Both surveys focused on residents’ and- wsttors'_per_ceptxons‘of Old Town and

its opportunities for improvement. .

Old Town Temecula Market Assessment - Finel/June 8,1998
Keyser Marston Associates, Inc. Rt Pége 10
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Lz 3. Report Organization '.
= This repont has been organized as follows:
b * Following this Introduction, Section C provides an overview of the(md'l‘éu;n dlstrict.
— e ¢ In Section D, KMA reviews the major opportunities and-bdr:stn:'a‘h':nts .;ffe;:tl;\"g' ;16
| developmient potential of Old Town. N
B * Section £ summarizes the key Issues raised by stakeholders and 'Eé:‘rﬁm‘u;ity‘,"m'e-rr'ibéi's.
B -+ Section F presents an evaluation of demographic trends.i'fér‘th’e Iééahet@e iaiea. ;
) * In Sectlons G through J, KMA evaluates market condxtions fer reta{H resk;urantf
- enlertainment, office, hotel, and residential land uses; raspactively,- - "
- » KMA's conclusions and recommendations are presentedZIrmlf_s_e;etian K
- * Assumptions and limiting conditions to this assessment are_detﬁi.lé:g.‘i; .Sebﬁof; L.

Ofd Town Temecula Market Assessment . Firial / June 8, 1998
Keyser Marston Associates, Inc. : -Page 11
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C. OLD TOWN OVERVIEW

1.- Background

Located in the heart of Temecula, Old Town is the cultural ané! histpﬁc focus of the commuriity.
It contains over 20 historic structures and has become a regioriéklocaﬂqr)_{oyj?miques _

shoppers. ; . T

The site of Old Town Temecula originated In the 1880s with me'féti:f\;_al of ‘the réitfba& énd the
maving of the post office to the present town's location, HoWé\iéﬂ tﬁe?aréa?haé‘ a'much earller
beginning dating back to the orlginal village settled by the Shoshonzan Indians around 500 A.D,
along the banks of the Temecula River. The amival of the raliréad In"1882 maked a boom

‘period in the City's history. Granite quarries became productive in the Tate 18808 and lasted’

until 1915. Thousands of tons of cut granite were shippedfrom Temecula to form the front
steps of the Riverside County courthouse, curbstones on M‘aikeﬁthu:éé't-imsépi Frandseo, -
cemetery monuments, and hitching posts. Some of thesé curbs are.stilt presént in-T gm‘éqql!a in
front of the Squire (originally the Machado Store and later the Long p-ram'éa;aap);_agagm the

corner from the Bank, as well as in front of the Temeculai-]-lqtél;. ‘_'t‘hé la_rg‘;ie's'_t.-';iigg'é_ (‘1_5 tons) is-

in Sam Hicks Monument Park, on which are inscribed the names of the notable visitors to the
Temecula Valley. :

The turm-of-the-century era brought prosperity to Temecula and the ioWn.grew steadily. Some
of the town’s more notable bulldings were constructed during‘_fhéﬁefﬁmes: the first school In
1890; Temecula Mercantile (Bumham Store) in 1902; First NationalBank in{012; and the -~
Palomar Hotel in 1928, to mention a few, i

Today, Old Town Is but a part, albeit an important part, of thé-largér.-‘rqmecula'- community.

New development surrounds the historic town site and many.of its historic structures have been

tom down or moved. Still, others remain as a reminder of Teméculat's. past Qnd setve asan
inspiration for future development in Old Town and elsewhere, _

Oid Town Temecula Market Assessment " "%FJrIaI/qué 's, 1998 -
Keyser Marston Associates, Inc. oy - Page 12
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2. Old Town Speclfic Plan

The Old Town Temecula Specific Plan was officially adoptéd in February 1994 and further
refined approximately two years later (January 1996). The Old TOWn Temécu{a SpECIﬂC Plan
area is bounded by Rancho Callfola Road to the north, First S’treet tcthe soufh and the
Interstate 15 (I-15) freeway to the east. The muiti-farily residentlal communfty along Pujol
Street occupies the western portion of the Specific Plan area.- Accordmg to- Clty planners, the
area consists of approximately 80 acres, excluding public rights~of-way. The distfict is. split into
east and west sectors by Murrleta Creek, which runs north-south paraliel to Front and Pujol
streets. Approximately 56 acres is located east of the creek and 34 acres west of the creek.
The Specific Plan provides the master plan for the Old Town distﬁct and-It- legally establishes
the zoning and design parameters for properties within ten sub—dlstnets, as fellows

* Highway Tourlst Commercial (HTC)

* Old Town Civic (OTC) -

* Tourist Retall Core (TRC)

» Community Commercial (CC)

* Community Commercial/Tourist Support (CCTs)

» Tourlst Serving Residential (TSR)

* Medium Density Residential (MDR) : : $
e High Density Residentlal (HDR) :

» Open Space (0S)

»  Wild West Zone (WW2).

As stipulated In the Specific Plan, the primary objective for the-dlstnct as a whole, is. to create

..& dynamic Old Town commercial and residential core, in order to pmvide -a viable: economn:
setting for local tourist commercial uses and residential uses.” Currenﬂy, elements of physical
and economic blight are evident throughout the district. Many buildings are ln detenoraﬂng
and/or obsolete condition.

Old Town Temeoula Market Assessment : Fmar/June 8, 1998
Keyser Marston Associates, Inc. ’ ' “Page 13
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The City proposes to undertake a 53 miliiory streetscape irhp:o\{ement program beginning in
mid-1998. The proposed Improvements will be built along Front Strest fromi First to Sixth
Street, and along Maln Street from Murrista. Creek to Meroe'des»Stre;et. ‘Improvemernits include
new medians, sfreet trees, sidewalks, monumentation, gafe‘ﬁiayg, and speciat pévlng- treatment

at key nodes.

In the mid-1990s, the Redevelopment Agency of the City ofTema_e;i:z;g_réméfg&iﬁgo a -
development agreement with The Zev Buffman Group (TZBG) for devélopmant-of a large-scale
entertainment project immediately west of Old Town within the Westside Specific Plan area,
The project, known as the Old Town Entertainment Project (G'EEP).-was.probo's_éd to contain a
multitude of visitor-oriented uses that would be complementary to the historic character and
existing mix of businesses within Old Town proper. Project cpmp'o'néri& 'inclddeds é hotel,
playhouse theatres, an opera house, an arena, virtual reality venues, eating and drinking
establishments, and a recording studio. In early 1998, 128G ahﬁbwide&it&ihﬁéntjon‘ to'pursue
an alternative, comparable development proposal, dubbed Rog;‘r,sgale.z:y._gfr.l in Myrrlexa._

-

3. Business Activity .
There are over 120 active retail businesses in the Old Town area, -As shown in'Table C-1, the
largest category of retall businesses consists of Speclalty stores (47%),-idlléwed by Other
Retail Outlets (19%), and Eating and Drinking establishments (15%). 'In.terms of retall sales
activity, Eating and Drinking establishments provide the area's $trongest economic engihe,

representing 55% of taxable sales. The next strongest sales volumes éié: generated by
Specialty stores (17%) and Home Improvemnent stores (14%).

While Southem California as a whole experienced a severe reéeséion in the-éarly to mid-1090s,
the Temecula Valley dem'onstrated strong economic growth-during this periad.: Old Town, on
the other hand, has experienced a decline in business activity in-recent years, As shown in
Table C-2, sales tax revenues in Old Town have dropped 4% since 1898, while the balance of
the City experienced an increase of 12%. Additionally, assessed valuation for éid Town
properties has declined significantly, about 11% from 1 993 to 1997. {See.Table C-3)

Old Town Temecula Market Assessment & :Final/June 8, 1998
Keyser Marston Associates, Inc. Page 14
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4. Development Capacity

‘The core of Old Town ~ centered around Front and Main Streets -- encompassss three of the
sub-districts defined In the Specific Plan: the Tourist Retall Core (TRG); Community -
Commercial/Tourist Support (CCTS), and Tourist Serving Residential (TSR). Table ¢4,
summarizes the land area, existing Uses, and development apéeity’.fb_r these three sub-~
districts. The TRC and CCTS districts taken together contaln about 288,000, square feet (SF) of
gross building area (GBA) on 15.64 acres of land. This existing d'e'}élofa.iﬁé'hft:fépréseﬁt's"a’ )
Floor Area Ratio (FAR) intenslty of about 0.43. The balance-of these two disticts Sonialrs -
about 16.44 acres of existing'vacant land or land occupled by _sinélé-féfnﬂy hr;u's{ifig.',fif this
property were developed at a comparabie density, FARSs of saj. 040 to_"O.45, then about
286,000 to 322,000 SF of additional building area could be-add_e’dj-'-.approximately double the

existing uses. v

The adjoining TSR district currently contains 31 single-family homes on 5.42 acres. |f thesé
properties were redeveloped at a future date, an additional 95,000 tc.r‘tQ_G._,,QO'I‘) SF GBA could be
added fo the Old Town core,

In sum, if all three sub-districts were built out at a density-comparable-to-existing usés., the OId
Town core would contain approximately 668,000 to_716,000' SF of bullding area. This amount
of development represents approximately 230% to 250%_of the existing commerclal
development within these sub-districts. o

3. Comparable Districts

Town San Diego, Solvang, and two towns In Colorado. The -.oquétivéiﬁf‘fhfé survay was to-.
understand the key factors that have contributed to the suecess of othér VESitOr-ariented; special
districts. KMA Identified communities or districts with an existing tourism base, pedestrian-

KMA surveyed a range of “comparable” districts in the Western Uhjted_ States; Including Old

oriented retail, and a special historical or architectural feature. .

Old Town Temecula Market Assessment - " »Final/June 8, 1998 |
Keyser Marston Associates, Inc. 2t Page 1s
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— As shown In Table C-5, the six surveyed districts vary widely |n character and setﬂng
v However, several key factors appear to be constant. These arenuﬂmed below comparisons
N with Old Town Temecula are also noted. -
-  All of the districts are distinguished by some element ofh:storlc arehfteoture and/or |
landmark building(s) or monument(s). Although OId Town Temecula hias a number of
- historically Important buildings, no specific monuments or Iandmarks are *showcased" for

the passerby or tourist.

* Almost all of the districts have formed a Business Imprevement District (BID) or strong
- merchants assocfation. Old Town merchants do not have a formal orgénization.
- « Al of the districts promote numerous special events each.year. Thi’s s the fi:r OId Town_.
Several of the surveyed districts stage special events much more frequen’tl

v = All of the djstricts offer two or more free public parking lots. The City of. Temecula is
- proceeding with development plans for a secornid public- Iot.
- » Al of the distrcts include one or more anchor entertammenf grcultural facllltles such as

museums and/or theatres. Old Town offers neither,

* Two of the districts emphasize thelr waterfront focation; twa ofthe dlsh1'cts emphaSIZe their .
railroad history. Although Murrieta Creek passes through Old Town It is nefther improved
nor integrated with the built environment.

Old Town Temecula Market Assessment ‘Final /June.8, 1998
Keyser Marston Associstss, inc. Page 18
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TABLE C-2
SALES TAX REVENUES, OLD TOWN AREA, 1995 - 1087-. - e
OLD TOWN TEMECULA MARKET ASSESSMENT - '
CITY OF TEMEGULA

Previous ‘ Citywide Previous

Period without - Period

Eiscal Year Old Town % Change QldTown % Change
1995 $156,102 . $6,397,083.." 5
1906 $165,611 6.10% STAIGAI - ge
1997 $149,067 -9.50% $7,160,637 4.3%
Total Change . T
1995-1997 ($6,135) -3.93% $763,574 11.9%

Source: Clty of Temecula _
Prepared by: Keyser Marston Associates, Inc.
Filename; c\mydocs\Temepula\;4l30/98/;lja
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OPPORTUNITIES AND CO NTS - i

This section summarizes O|d Town'’s key strengths and weaknesses with-respect to attracting

new businesses and development,

1. Major Opportunities

Unique historic environment. Temecula's history dates back to tﬁéﬁsfﬁwﬁahhe'f{ﬁdién e
inhabitants as well as some of California’s original Spanish Ie-'.etﬂeir.‘é".': The ﬂfrsi tajor sign of
European settlement occurred In 1858, with the inaugi.gféi ‘trlp’i:if.the_a_ Butterfield Overland
Stage Line, which brought new settiers for Temecuta, In1 882 the Sante Fe Railway built a
rail line through the Temecula Valley and OId Town b;&dﬁé:thé fbm‘_l‘bb’[nt.fdf-thé'qnsulng
growth. Over the years the original western arch!tecturé has stadd the tost of time and -
provides the area with a link to the heritage and hlstory;of Tgmecu!_a.‘\'s'ome -of the moreé
historlc structures lacated within Old Town include: the Weiy Hotel (1882), the Temecula
Mercantile (1891), and the First National Bank of Temecuta (1914). 0l Town's historic
western legacy is well-preserved and distinguishes the area from ;qtﬁéh"éiqérshbbpipg. ’
districts in Southern California, T, TS T

This historic fabric offers a platform for increased civic and publlcacﬁyitie's for local
residents. New arts and Cultural venues and the planned Civie Center project.could also ba

designed fo take advantage of the historic elements of Old Town.

Concentration of antiques stores. Old Town is qulpped.with:‘é' Véﬁéiy‘fdf unigue and
intriguing antique and collectible retail outiets. The area.provides in-sxcess-of 350 antiques’
dealers, atiracting shoppers Interested in a one—stop'-shopplﬁgldféé"t;in'a“fl(‘a,riifarfanﬁq.&e', craft, .
and collectible tems. Old Town's concentration of antiques stdres may. provide a
foundation to attract other related retailers to the district,

&

Old Town Temecula Market Assessment .j"'.?J:"lﬁai'/Jqﬁéi& 1908° .
Keyser Marston Associates, Inc, . ok o Lt Page 23.
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b * Proximity to the wineries, Located In an inland valley amidst [ollin'g hills, ,Temeculai ehjo_ys a
special climate and topography. Taking advantage of ﬁesa-aé’s’éts,-f t_‘ﬁ:éiTéfjr\eeula.:'Véllej'{

- wine country has developed a reputation for produdng'-wlne's._that-qémagy‘.:é;ygﬁﬁ.sdm_e:.of the

- best in the world. The heart of Old Town, Front and Main Streets, is {ess thar fivirilies - _}

- west of the wine country, According to the Temecu!aifalley Vintners" Aés‘eciation,- between
100,000 and 150,000 people visit the Temecula wineries eachryear. The proximity of this

— major visitor de‘étination has the potential to generate -splfl-offfbé_ri,eﬁts‘ 'f.oz.' Old -Town.

= * Growing, affluent trade ares. Temecula’s aconomic vitality continues to grow; with the
City's main economic engines comprising the housing, mahufac_:turingi _tga{p_sbortat_lon,iarj.d

— distribution sectors, Some of the area's larger employers inciudg Guidar-it,‘COrporatibn.'
Amscan Incorporated, and International Rectifier. The area's stronﬁ *eééﬁéfﬁic-g'r'omh.ﬁas

= contributed to above-national-average salaries for the area’s bppyléé'e.- n ‘iéST.‘ rﬁean
household income for the Old Town primary trade érea-Was‘o've'r $58,000. At the same

- time, Temeacula continues to offer affordable housing:. ‘o_Ver~'55_% of single-famity home sales
in the area are In the rangs of $100,000 to $150,000." As a.résut of relatively higher

- Incomes, combined with relatively affordable housing, mqre'disérefl&r:'iary'- income rerﬁainé in

the pockets of trade area residents,

* -Natural setting. Old Town is located within a strikingly beautiful nat_g.‘lr‘almé_eigihg';-thé '

- Temacula Valley. The strongest views from within Old 'Tewij dre eiuoyedfrom fh'efshdre!ihé' .
of the Murrleta Creek, which runs north-south west of Front Street. ' Altholgh the creek is
dry during much of the year, it remains a significant natural asset, brovldi'ng Open space and
a viewshed toward the hountains from the heart of Old Towm.

* National resurgence of strest retail. Although national and regional retailers have shown a
preference for traditional malls and shopping centers, “strabt” retail has resurfaced inthe

late 1990s as a highly popular venue. The essence of street retajl is 'capibfed 'by sp'e_cia-lty
retail, eating and qrinking, and entertainment astablishbm‘ent;;: oonoentrateéﬁfn 'ajl?\.n{a-lkaﬁie
district with 2 unique ambiance. In view of its historic 9hara_c.;tef. pedestrran scale, and fast-
groyvlng trade area, Old Town is well-positioned to-capture thr’s'résgrgent retailing 'treﬁ&.

Many California cities and redevelopment agencles are working to create this type of district

Old Town Temecula Market Asssssment : Finel / June 8, 1998
Keyser Marston Associates, Inc. Pags 24
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In thelr downtown areas. Key examples currently und‘erway".lrt-f'sﬁu_thé‘iﬁ '_Cak'fam[é‘lnclude:
the Brea Civic Center area, the Vista Village Creekwalk project, and Sanitée Trolley Square.
Existing successful districts Include: Cedros Street In Salana Beach, Fourth Street in
Berkeley, and 23" Street In Portland, Oregon. '

Temecula’s role as a subragional retail center. Temecula's 'réta"llé,r.i'...arj&‘:sﬁ_&pp'ihg'__éentér;
draw substantial retail spending from beyond City bourdaries. In faé, Temetula “imports”

retail sales in almost every major retall'category. Tm,ecula"sv role as a shdpﬁing destination
should be reinforced with the apening of The Promenade régional mall

Major Constraints

Lack of anichor uses. Llke other sireet retall districts, Olid To,\;_v'n‘.is chialiéngad by its ldckof
anchor stores or other major tenants. Old Town does not-appeal to tradiffénar anchor _
tenants primarily due to thé area's fractionalized land p.ar_celjz.a,ﬁ'ph‘érjd “offthe beaten 'path;'-
location. Lacking this draw, the district currently atiracts st:ppe_rs bés'ed. on.“ its unique
character, “critical mass” of antiques stores, dining and entertalnment oppertunities, and

special event proagramming.

-

Lack of direct freeway access, Old Town is located halfway between two freeway exits.
Traffic congestion on Rancho California Road, in particular; slows access to Old Town, "

Lack of freeway visibility. Despite its direct proximity t6 the MS»’ freeWay,Oid Town s 'not :
partcularly visble to the freeway. Approximately 27 milion motorists orf L1 passOld
Town each year. However, there is no signage or‘modUmenth.tidn i.ndiétih‘g‘- Old Town's
location, and the district's bulldings are not prominently visible. from the freeway. The City is
currently taking steps to add freeway exposure by means of dvallable billboard rental.

Old Town Temeculg Market Assessment Final / June 8, 1998

Keyser Marston Assoclates, Ing.

~ ! y . Page 25
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Limited close-in residential population. O1d Town has.not witnesséilany &f e epiosive
residential growth that has taken place within Temecula ovériﬁe p'_aét decade: New -
housing development has been concentrated on the .abundgnt -landvsi:pp_iy east of the }-15,
Old Town includes a small single-family area along M;rqeqés Street éng-a.ééncent_ration of
primarily mutti-family housing along Pujo! Street. Howe?/er,.thaé_e aréas’ dre relafively smalf
and somewhat depressed; they do not provide much support for retall and service .
businesses within Old Town. -

Limited land supply. As a result of its sattlement over a centlry _a'_gé;’idiéi‘.j'ﬂév?n-"tﬁdax Is _
characterized by numerous small parcels and multiplé.ownershlps. . Althaugh there is a o
sizeable quantity of vacant and underutiized land, the ownérship and parcefization patterns
present challenges to private investors who might attempt to assemble larger development
sites.

Lack of uniformity. The historic character of Old Town; combined with its mix of small,
family-owned businesses, creats several challenges. -Qld wan rﬁé?chfant;{ do.not m‘éirjtaid
uniform hours of operation. Entrances to building are~ngt.anways'wm!{r_qg‘c_i§ed or wellit so -
8s to indicate that a business Is Indeed open. Sldewalks a_r:e:'not‘uﬁifbrrif‘ﬁh%émﬁb?uﬁks,‘
the street right-of-way and sidewalk appear seamles's‘?.'-Althougﬁ p:;ii"kin'g Is available,
customers often perceive that there is an insufficient (or ﬁmonveniént) supply. Locations of
parking resourcss avallable to shoppers in the Old Town core‘are notwell identified,

Old Town Temeculs Market Assessment ' 1" Eindl dine 8, 1998

‘Keyser Marston Assoclates, Inc,

T -t Page 6
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~ E. KEY STAKEHOLDER ISSUES

- 1. Stakeholder Interviews

S A key component of KMA's market assessment invoived Identlﬂp'aﬁqn_’gbhjajq_r}i’s,s:ﬂ:es' by T
persons who have a stake in the Old Town area and Its revltéllz‘atiori. KMA ﬁ&iiﬁte&-a seriés

= of meetings with property owners, business owners, and éémmuﬁiiy representitives on March
3, 1998. Participants were eager to provide Input to the market assessment and offeted

— numerous suggestiéné, ranging from the renaming of Front -Shée"t-td éﬂéétibgm&'ré tour buses
to the area. In an attempt to capture the essence of stakeholders’ comments, KMA has’

=5 summarized the following principal areas of discussion:

Sece (2) Nead for better lighting, strestscaps, and parking. Stakeholders expressed concerns that

Old Town has Inadequate lighting, a deteriorating and unattraotlvestreetswpe and.-.
= Insufficlent, well-located parking. City officials pointed out .iﬁégiﬁe-éiw's-;s{refétsdabe

improvement program for Front and Main Streats will signrﬂi:énﬂy improve the appearance
_ of the district and enhance the-perception that Old Town Is €lean; safe, and attractive,
Merchants were also concemned that parking supply is beiné develgpe_.d atthe néfth“efm and
- southern ends of the district, whlle most commerelal activity is concentrated in the tourist.
core around Front and Main streets.

(b) Need for diversification of businesses and land uses, Many}s,&akeh;ildersil-’djscgsséq old
Town's limited mix of businesses and insufficient draw-for repeat visitation: ‘A'huriber of -
people felt that the area has too many antiques stores and-not enough other shopping

opportunities. At the same time, the concentration of antiques stores gives the area a
unique identity and provides a good comerstone for future expansion,’

(c) Need for enhanced visibllity and signage. A signrﬁcant amount of discussion focused on the
lack of freeway signage denoting Old Town's existence -an&.ﬁqqessiqi!i;y._- City officlals -
indicated that certification of at least one bulding within Cid Town as ahistoric stricture
under State guidelines wod quaiy th distictfor Caffrans signage o fhe 115,

OId Town Temacula Market Assessrmant A Fingl/ June 8, 1998
‘Keyser Marston Assoclatgs, inc. Page 27
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(d) Need for a more unified effort and district identity. Some- stakeholders fait that Old Town
lacked a “marketable” identlty other than as a concentration.of. antiques stores.
Suggestions were made that Old Town could be marketed asa cultural and entert'amment
district. In addition, it was pointad out that there has been aflack of umson among 0ld Town
merchants in organizing and marketing the district.

2. CIC Research, Inc. Resident and Shopper Surveys

CIC Research, Inc. conducted two surveys In Temecula duﬁng March and Ap‘nl 1998: (1)-face-
to-face interviews with Old Town shoppers; and (2) telephone lntemews with: local residents.
Both groups were surveyed regarding their perceptions of Old Town s strengths and
weaknesses, and opportunities for Improvement, CIC Research’s complete Teport is. available
under separate cover. The key fi indings are summarized below,

(@) Intercopt Survey

e Approximately half of all respondents surveyed ona face»tc-face baSIsm ng! Tewn
Temecula were visitors from outside Riverside County:. '-lhe remammg halff vi were Rlversfde
County residents. )

* Surveyed respondents who reside within Riverside Courity have fived an, average of 7.9
years in the area aind reside an average of 12.3 miles from the Old Town 2 area.

» The majority of all responrdents own their home..

* Respondents have an average of 3 people in their housei'ldtd.. T
= The median age of respondents is 50.4 years.

* The median annual household income Is $62,500.

¢ One in four visitors from outslde Riverside County were staying overnightin the Terecula
Valley area. ‘

¢ The majority of visitors staying ovemight were staying in the City of Femecuyla. -

2R .

Old Town Temecula Market Assessment AR “Findi / diie 8, 198
Keyser Marston Associates, Inc, - - Fage 28
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* Ovemight visitors stayed mostly in a hote! or motel.

* Almost half of the visltors from outside Riverside County repiied tﬁ’fafuqigi Tov‘yﬁ was their-
maln reason for visiting Temecula. S

* Forvisitors from outside Riverside County, initial awareness:of Old Town was primarily via
frlends or relatives.

*  Visttors from outside Riverside County tended to locate the. O1d Towr area with much ease,

* Forall survey respondents, a small proportion have visited tis Old Town ér"a!-q 'i'rec!uénﬂ;} in’
the year pror to the survey, causing the mean to be high-at 47.4 tinies.-However, the *
median s calculated at 4.0 times, indicating that half of ai réspondents. have Visfted the

area four times or less in the year prior to the survey. N

*  Respondents are visfting the area mainly for browsfnﬂshﬁpﬁilég,,_'slght'seeingj;"or the
Farmer's Market, and plan to or have visited ari'average of _7.'5 bus{me_sséé'on.the dhy of the
survey.

* Stores visited or planned to visit ara predominantly antiqrie éf;éps"fal}OWéd.'by
specialty/craft/gift stores and eating and drinking places,

= Respondents have spent or plan to spend an average of. '567.§,3‘on.their-, eurrent visit to the
area. o

* More than half of all respondents fike the westem/old/?uralﬂifstiiﬁié'ési@‘éc’_:t of the Old Town

area.

* Old Town was rated very high (Le., in a positive light) ds a Pplace to shop for antiques; cr’afts.
and gifts. - '

* Approximately four in ten respondents have ever attended a spacial Evéﬁiffri‘thé old T q‘wh‘:
area. Special events suggested by respondents include a western theme ("Western Days”,
"Pioneer Days”), live muslo/entertainmentitheater, and street fairs/festivals.

Ofd Town Temecula Market Assessment .. Final/ June 8, 1998
Keyser Marston Assoclates, Inc, S ST ﬂag_ézg', .
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While more than one in four respondents would not like to see afiy étorés a&&éd to the aréa,
the most frequently mentioned stores include specialty shoﬁsfs.ejnd.spgc‘i_a!ty‘ :
- food/restaurants. I B

1

Given the choice of art galleries, jive entertainment, or’_w_qtrkhg a'rﬂé:ar‘i_s as‘aWaynf s

a" ° [ ]
increasing their visits to Old Town, respondsnts tended-o Favor working artisans; followed
by live entertalnment. T
* The most frequently mentiened Southern Californla destin‘:é,tfohs i’or‘fm] orfe‘-day shopping
- trips include North County Fair, San Diego Old Town, Elsinara Qutlet Stores,and San Diego

Seaport Village.

(b} Telephone Survey

* Respondents surveyed via the telephone have lived a‘h'aveiagié.o‘f é‘ight years-in'the area,
compared with 7.9 years for intercepted respondents.

Distance from home-to the OId Town area s calculated at 7,5 i'ni[e_g for réspondents (who
. live In Riverside County) surveyed via the telephone as compared to 123 miles for

e intercepted respondents.

* Three percent of respondents have a member of their hc;useho!d who works in.Old Town,” -
as compared with one percent among respondents surveyed on aface-tofage bagis, -

~ * The overall majority of respondents surveyed via the féiephoné,-as _weli'as ‘of-a face-to-face
basis, own their home.

The median age of respondents surveyed via the telephdn,e.is calculated af 43.4'years as
compared with 50.4 years for intercepted respondents.

The median annual houschold income for telephone respondéh&{ié '561;842, as cb'mp'af'ed
. to $62,500 for intercepted. respondents. : e

O/d Town Temecula Msriet Assessment . - ~Final/June 8, 1998
Keyser Marston Associates, Ine. noC e Page 30
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- * Respondents surveyed via the telephone have vls!ted.the‘ﬁj_d Town area'an average of 26
times in the year prior to the survey, and a median of 8 times. Thus.'sinﬁlar to results from

- the intercept survey, a small proportion of respondents have vis[ted-tﬁa_ area-fréqUenﬂy,_
causing the mean to be high, but half of all respondents have visited the area elght times or

- less in the year prior to the survey. (Median = 4 times for the Intercept stirvey.}

— * Respondents who have visited the Old Town area in the year priar to thasurvey have. .
Visited & mean of 2.9 times In the prior 30 days. Mors than. ong in three bf'.thése_ '

— respondents have not visited the area in the prior 30 days. © o

.

* Approximately six In 'te_n respondents visit the a‘nﬂqueQ. craft-and grft ’§h’c‘3ps when they visit

Old Town. Respondents have visited these shops an average of 9.5 fimies and & thedian of

4 times in the past year.

* OneIn ten respandents have not visited the Old Town area fn'the yééi*fﬁ;ibﬁ to the survay, -
- Businesses these respondents are aware of in the Old - Town area includa antiques stops,
restaurants, specialty shops, and offices/hotels. SN N

¢ The major reasons given for not frequenting the Old Town ér»_g? were primarily that there
was “nothing of interest,” that it was “too far out of theway;'ﬁaﬁd that they “don't go out

— .

much.”

* Respondents who have not previously visited the Old Town area were asked for
suggestions to encourage them to visit the area, Results'indicate s desirg for nice.
- restaurants/more variety, increased advertising, and l'rhp;roved' tf_afﬁc-.'ﬂow.,_.

* Types of stores or attractions respondents would like to Seéaddé&-Wefe:_'q;dsﬂy speciatty’
shops and eating/drinking places. Specialty shops was-also r‘r{entiqned ‘most frequently by
intercepted respondents.

-

Old Town Temecula Market Assessment - Fihal/ June 8, 1998
Keyser Marston Assoc/ates, Inc, Page 31
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Likelihood of visiting the area if more art galleries, live emenainmnt, or WQrk;ng artlsans
were added was ascertained. Results were conslstent for requnﬁents who have nof, as ‘
well as those who have, visited the Old Town area in the year prior to the survey. Live
entertainment, followed by working artisans, were the mast popular additions. In.
comparison, Intercepted respondents tended to favor working artisans, followed by live
entertainment. However, both groups of respondents gave artgallet‘les the lewesst rating of
the three possibllities.

On a five-polnt scale with one equal to "poor” and five equal to exce‘l’fenf" appmxlmatefy
three in four respondents rated Old Town a four or five on the swle wlth rescht to belng a
place to shop for antiques, crafts, and gifts. This Is also frug.for: réspanddn{s ntérvidived on
a face-to-face basis in the Old Town area. '

Slightly more than orie in four respondents visit the art galleriés when they go to Old Town.
Other places where art gallerles are visited include Laguna Beach Los Angeles and San
Diego.

Most respondents vrs1t the eating and drinking places when they goto.Old Town. -.
Respondents have eaten in Old Town an average of 11,4 tlmes andamedlan of 5 tlmes In

-

the year pnortothe survey. SR .

One in four respondents use the services avajlable in Old Tovm such as repalr shops,
banks, etc.

One in three respondents frequent the Old Town Famer's Market In the past year, these
respondents have visited the Farmer's Market an average of 6.8 times and a median of 3

times.

Of seven items read to respondents with respect to the Old Town- area. re.spon;;le_.nt's :
surveyed via the telephone gave the most positive respense for i T

» "Friendliness and helpfulness of Old Town merché&is.'-

- “Ease of access between stores.” S

OId Town Temecula Market Assessment Final / Jupe 8, 1998
Keyser Marston Assaciates, inc. Paga $2.~
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The Old Tawn area is liked best because it Is westeml_pldfrﬁ_ra‘l’(h!s,t.oriq aswell as for lts
atmosphere/ambiance. This result s consistent viith that obidined from intercepted.

respondents,

More than three in four respondents have ever taken out-of-fown Visitors to the Old Town

‘area. Places visited with out-of-town guests include ar'_:ﬁqusfs stbmsf:.éath%ydﬂﬁkif[gj 'p_laines."_'

and specialty/craft/gift stores. S

Slightly more than half of all respondents have evera&éndégi a-s'pet—i'i.al' e'\'fept“in.the Old
Town area. Special events suggested for the area inc]udéliV&,musii:lentertainmenﬂtheater,
car events, a western theme, and street falrs/festivals: These festlts are similar to those
suggested in the telephone survey. ' )

Almost six in ten respondents have ever taken out-of-tewn.visitars 1o visit jocal wineries. Of
those who have not taken out-of-town visitors to local wineries, a;ibrdx{m_ate}y onein three 5
have ever visited the local wineries themselves. 2ot el =l = FE

b s

Those who have visited local winertes have done so an averageof 3.7.times-in the year
prior to the survey.

-

Old Town Temecula Market Assessment : " Final/ June 8, 1998
Keyser Marston Assocates, Inc. Page 33
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F. DEMOGRAPHIC TRENDS

1. Regional Overview

Since the mid-1980s, the infand Empire has remained one of the fastest growing areas In the
state, and possibly the nation, in'terms of population, housing, and em_bléymént growth.” Iniand
Emplre communities offer an affordable, centrally located altern'aﬁve:fo._r_ buSinesseS and
residents alike.

The City of Temecula has experienced fremendous populatien gmhfmmg;;st séven yea,.s
The City grew from 27,099 in 1990 to an estimated 43,100 in 1967, Which-equatés to & 6.41% -
annual growth rate, B

Temecula Is centrally located with respect to Riverside County and San Dlego County, its
proximity to Interstates 15 and 215, and State Route 79, affords it easy aécessibillty to

‘surrounding metropolitan areas.

2, Trade Area Demographlcs z 2 = |

S

KA defined the prirmary trads area for Ol Town to encopass approXimately afenmile .
radius of the district. This trade area, shown in Exhibit F-l._-incldd'es'“s'even Census Tracts,.
inclusive of the cities of Temecula and Murrieta and surroynding .cémmungﬂg_s. This fairly large
trade area was selected for several reasons. First, the existing develbpmgngtpa&efﬁ_ within the
Temecula Valley s relatively dispersed and residents are accystomad fo dﬁjvi'n‘g loriger .
distances for shopping and services than their more urban.eountetparts. Secondly, most of the
key competing retall focations - lining the |-15 and | 216 freeways in Téiﬁee’[;_l_‘a E",lr'ldMLi‘r.riEta,.‘-—' =

fall within this trade area boundary. Finally, as much as 40% of f)_lg:t“_t_’own §. exisfing-patronage
ts estimated to originate from within this trade‘area (per CIC Researahizing. stitveys).

Old Town Temecula Market Assessment e e :Fif_#sa‘/ June'8; 199§
Keyser Marstan Assoclates, Inc. " ! _Page34d -
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As shown in Table F-1, the primary trade area had an estimated ‘r997 populatlon of about
124,600 people. This represents an annual rate of increase 'OVer the 1990 populaﬂon ﬂgure of

-6.9%. The trade area is forecast to continue to grow at a 4.2% annual rate through 2002

bringing the total population to approximately 152,900 res:dents. -

Current per capita income for the primary trade area is es’timateti at 1 ?‘300“and is prOJected to
increase 3.4% annually, raising per capita income to approxlmately $20 56Q by 2002.. Mean b
household income In the trade area was approximately $58 000 In- 1997 This ﬁgure is
cormoborated by the CIC Research telephone survey: median household Income among
telephone respondents was approximately $62,000. -

The current estimated aggregate household income of the primary trade area is nearly $2.2
billion. The comblnation of population and income growth within the trade area are anhc:pated
to boost this figure to $3.1 billion by 2002 — an Increasea of apprmdmate!y 50% over five | years @ .
portion of which Is attributable to infiation). R A R R
The trade area population Is skewed toward yaung famlliés with chlldren The esﬂrnated 1997
median age for the primary trade area rests at a relatively young‘ 34.9 years old. Naarly two-
fifths (37.5%) of the trade area population is 24 years old or less“another one-thlrd (32,9%) are

.aged 25 to 44 years old. Just 10.9% of the trade area populatmn is 65 years old-orolder, This

age distribution is relatively comparable to Southern Caltfomra asa whole.

OJd Town Temecula Market Assessment ‘ Firial/ June 8, 1998
Keyser Marston Assoclatas, Inc. Page 35
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G. RETAIL MARKET CONDITIONS )

1. Overview of Supply Factors

Retall development in the Inland Emplre has generaliy kept pace with the area’s resrdenha!
development. Thousands of new single-family homes have been devehped throughout
Rancho Califomia, Temecula, and Murrieta. At the same tlme.a broadrange of regmnal
promotional, and oommumty retail space has either beer: developed oris currently being
planned. Table @-1 Inventorles the major shopping centers in Temecula and Murrleta. (See
also location map In Exhibit G-1.) As shown in the table, the trade afea ls. well-served with
respect to convenience (grocery and drug stores), general rnerchandlse and home ]
improvement retailers. (Refer to Table G-2 for an explanation of the retarl categnnes used in
this report.) There is a limited Inventory of specialty, apparel, and home furnlshings and -
appliance stores (generally grouped as "comparison goods?. This deﬂcft wm llkeiy*be reduced ’
by the planned construction of the approximately 975 ,000-SF Promenade Maﬂ and adjaoent
400,000-SF power center.

2, Retail Expenditure Patterns

For the past seven years, the City of Temecula has maintained . steady gro;nﬁh In retail'sales.
This can be attributed both to the area’s rapid population growth and the-City’s accessibifity to I-
15, enabling Temecula retailers to attract out-of-fown shoppers. -

KMA evaluated retall sales per capita and refal sales per. capfta as” a perCent of per caprta
income for Temecula and neighbonng Jurisdictions. Tab[es G-3 fhrough G—8 prof' le the
categorles of eating and drinking, speclalty goods, genieral merchandise goods, other
comparlsen gaoods, convenlence goods, and home improvement, tespectwe!y This evaluation
was used in constructing the Import/export analysis shown in Table G-9. KMA used estlmates
of poputation and income, combined with typlcal spending.ratios, to est:mate retan expenditure
potential for the City of Temecula. As shown In the table, KMA estimates the Clty's fotai -
potential for the six categories to be $262 million, compared fo $42$ millien In-actual sales
(1996 figures). In other words, the City “imports” approxlmately $167 mHtion in reiaul sales

annually.

OId Town Temecula Market Assessment ' . Final/ Jure 8, 1998-
Keyser Marston Assoclates, In.- Page 38
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The strofngest import occurs in the categories of GeneraI?M.eréhandfs_ez and si:hélélty Goods,
followed by Convenience Goods and Eating and Drinking.- The City has several large General
Merchandlse retallers, Including Costco, Mervyns, Blg KMa'rt.f.'a’r'lg Targel:- -

The City exports sales in two categorles: Other Cbmparisonj'GéadsTén_d Hbrnef fn‘ip‘rc‘:\‘le_ment.
Other Comparlson Goods Inéludes apparel, shoes, home'fhrﬁisfﬂhgs, and household
appliances. The City's existing representation of retailersﬁw_ithin-fhése mtegones s 'féfﬂy w’éak, i
resulting in the outflow of residents’ expenditures to other Shop'p'ing Qeéé.i{ﬁ’gf@‘g&ﬁ@[étién of
the planned Promenade regional mall will respond to a portion of the unmerdemand fbr:Ot'ﬁe'r
Comparison Goods. 2 ‘

3. Retail Space Demand

Tables G-10 through G-15 present: (1) KMA's forecast of total retail spats demand for the
: primary trade area for the next ten years; and (2) KMA's estiméfqof pot;qn;l_a;;reiau spaca’

capture for the Old Town district. i T

KMA estimates that the primary trade area wil experience.an incredse i ée}né;jrd for retail
space of about 1.0 million SF’ over the next five years and an add'itiénal- 1 .3-miilidn'SF over the
following five years. Therefore, during the period 1998—2008.111,6'trade area will.experience a
fotal increase In retail space demand of approximately 2.3 ﬁillib-rf"SF, as showri below (SF):

Category 998-2003  -2003:2008  Ten Year Total
Eating and Drinking 170,000 223,000 " -393,000
Specialty Goods 200,000 £260,000" - " 480:000.
General Merchanql'se_ 240,000 311,000 - T 551,000
Other Comparison Goods 120,000 156,000 276,000
iy Convenience Goods 130,000 - 182,000 162,000
Home Improvement 180,000 226.000. .- - . . 406,000
Total 1,040,000 1,308,000 2,348,000
Old Town Temecula Marks{ Assessment S = »_'-_-g.riiag)yurie 81998 .

Keyser Marston Associates, Inc.
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In addition, the planned Promenada Mall can be expectsd to draw shoppers ﬂ‘vom beyond the
-Old Town primary trade area. For Qid Town, this represents both anﬁppertunity - 16. capture
spin-off benefits from the mall’s new patronage —and a ehallenge to cffer reta:l restaurant,
and entertainment uses that complement the mall's tenant mix, rather. than comipete directly.

4. Retall Space Capture

As the next step, KMA estimated how much of the total retail space demand for the primary
trade area could likely be captured in OId Town. This eshma’ﬂon oonsidered 2he range and
diversity of competing shoppm. locations within, and adjacent to, the tradeiama In waw ofthls )
competition, KMA has used relatively conservative capture rates for each categgty of retaﬂ
uses, ranging from 2.5% to 7.5%.of anticipated retail space demand Addntxonaliy. KMA
considered the City’s and Redevelopment Agency's commutrnent to the revitahzation of Old
Town, Including attraction of new businesses.

On this basls, KMA estimates that Old Town could capture between 95,000 and 158 000 SF of
new retail space aver the next ten years. This projection can be broken out as. fO"OWS

1998-2003 (SF) . gm .. Hah

New Space Supported by Local Trade Area, 1998-2003 S 28 000 ¥ 45,000 -
Additional Demand beyond Trade Area at 67%, 1996-2003° 19 19,000 m,
Subtotal, Local- and Visitor-Supported Demand, 1998-2003 47,00_0 77,000
(Less) Amount Accommodated by Existing Spacea ’ (12,000) (19,000)
Total Estimated Old Town Retall Capture, 1998-2003 35,000 " 58,000

2003-2008 (SF) 1
New Space Supported by Local Trade Area, 2003-2008 ' "36,000 : 60,000°

Additional Demand beyond Trade Area af 67%, 2003-2008 24000 . 40,000

Subtotal, Local- and Visitor-Supported Demand, 2003-2008 80,8007 - “400,600°

Ten-Year Total (SF)

Total Demand, 1998-2003 35,000 58,000

Tolal Demand, 2003-2008 ) 60,000 100,000

Ten-Year Total _ 96,000 158,000
‘Old Town Temecula Market Assessment Fingl/ June §, 1998
Keyser Marston Associates, Inc. - Page 40
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The “low" scenaria reflects @ modest level of tenant recruithent activity on the part of the City -
and Old Town stakehalders. The “high” estimate assumes a successful, aggressive recruitment
effort. Key assumptions incorporated in thls demand projection Include the foliowing:”

¢ Old Town is likely to capture only a small share (5.0% to Z. 5%) of tmde area axpendltures
for Eating and Drinking and Specialty Goods, and an even smaller share (2 5% to 5 0%)

° with respect to General Merchandise and Other Comparisort Goods. KMahas T
conservatively assumed that Old Town will capture none of fhe antl‘clpated démand for
Convenience Goods and Home Improvement retall space. * '

* Old Town will continue o enjoy patronage from residents wéﬂ'b'eyon'dfthe‘ tradé'area. The
CIC Research survey concluded that nearly two-fifths (38,1%) of Old Town:patrons are
primary trade area residents, with the balance originating fram beyond the trade area,
(Refer to Table G-11). In KMA's view, this approxirate40% / 60% mix of localsivisitors s
likely to change aver the next decade. The Temecula Valley wm canﬂnue—to develop ata '
faster rate than Southem California as a whole. For this reasen KMA has assumedan -
eventual mix of 60% locals / 40% vlsitors. Based on this. additional t_iem,at!d_f_rgn;t_ beyond
the trade area, KMA has increased the estimate of Old To\_&n'_s 'rétéil'space.cap’ture by 67%.

» Existing retailers in Old Town are generating below-average sales prodUctMty relatwe to
competitive retall locations and industry standards. KMA has assumed that-a portlon of the
near-term demand, estimated at 25% of 1998-2003 rotall edpture pofential, will be-absorbed
through increased productivity In existing space. On this basis; KMA' has reduced the five- .
year retail space capture estimate by 25%.

5. Entertainment

KMA also considered the potential for expanded enteriainment uses in-Old Town.. The
Temecula entertainment market is generally focused on fa'rnily-oriented"diVeisians-.l' Key
entertainmrient and recreation features are reviewed below.

' Old Town Temecula Market Assessment FInal/Juns 8, 1995
. 7 Keyser Marston Assoclates, Inc. B page 41 -
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- * The trade area is amply served with movie theatres. As shown In Tahle G-1,there are 20
existing screens In Temecula and a new, state-of-the-art 17plex ¢lnema In Murrieta. In-

-, addition, Forest City Development plans 14 movie scregns at the Proménad régional mall

- e The Promenade wiil also feature a complex of recreational andentertalnmeﬁt }’/en"t'_lehs'; |
Including possibly a large-scale ice rink facility. :

» Temecula's skating park offers year-round activities for chilldren and young adults.

« Public events such as the Old Town Rod Run, SummerNights, Old'-Toansﬁooktacul;ar; and
-t Wine Festivals are also planned with family entertainnle’nt In'rhind.
- At the same time, the trade area offers a somewhat limited'range of éntél'talﬁiﬁént'l}énues )
particularly In terms of arts and cultural activities. KMA mtervlewad representatlves of arts and-
- cultural groups in Temeculd, including Randy Holland, owner of the Temecula Art Gallery ln Oid
Town and President of the Arts Council of the Temecula Valley: koeording te Mr, Holland,
there Is strong demand for new entertainment venues to serve Jocal resldants ‘For example

{~

his Temecula Art Gallery occasionally stages country, blues,. chamber and solo acoustic
performances. These shows typically sell out well in advance-of each performance, Indicating a
strong demand for such entertainment. M

o

KMA also surveyed representatives of two local live theatre groups régardlng the potentual for a-
local performing arts theatre. Thess organizations, the Ghristian Youth Thea’tre (CYT) and The
Temecula Valley Playhouse (TTVP), cited the lack of any community performing arts facilities.

-

Each organization-is briefly profiled below;

Old Town Temecula Market Assessment Final/ June 8, 1998
Keyser Marston Associates, Inc. , Page 42
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(a) Christian Youth Theatrs. The CYT is a non-profit, youth-otlented, theatre ‘organization: It
operates a September through May season and genetally performs musical pfé_z_qu(:tions.
Cufrently, productions are held in the 200-seat Murrieta own Hall The.CYT also witilizes
other off-site locations for rehearsals. CYT reports that miost shows are sold out; about
6,000 tickets are sold per season.

(0) The Temecula Valley Playhouse. TTVP is a local non-profit dramafperformrng aris
company. The current theatre used by the Playhouse seat&nearly 160 anu‘ is actually a’
converted warehouse that, until recently,. had no permanent s‘eating The Fionthly rent paid
for use of the warehouse is approximately $2,000. The T«eme¢ula Redevetepment /gency
provides approxlmately $12,000 per year in grants to thaPlayh0use while the Arts Councl]
of the Temecula Valiey reportedly provides $24,000 annually in grant/moriey: During a
typical year, the Playhouse will stage six productlons each.show runhing three weeks, (12
performances). Performances have been well-attended, “wnth oocupaney: esﬁmated at 85%
to 90%. Local supporters of TTVP and local art patroris: have held diseusslons with the
Temecula Redevelopment Agency regarding construction ef : a communuy theatm fac;llty iny:
Old Town. The proposed theatre building would be mughly 6 000 8Fin size thh 300
stadium-style seats, and Incorporate an Old West themie. Project costs are estimated
between $800,000 to $1,000,000 (31 33-5167/SF). .

Old Town Temecula Market Assessment f-'rial/June B, 1998
Keyser Marsfon Associates, Inc. ) Page 43
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TABLE G-1 DA
. SURVEY OF MAJOR RETAIL CENTERS / ANCHOR STGRES
= OLD TOWN TEMECULA MARKET ASSESSMENT

CITY OF TEMECULA . nigs )

- Tower Plaza Vons, The Movie Experience (1 0 Screens)
27480 Ynez Road TR PR

. Rancho Callfornia Town Center Albertsons, Targat, Miiler‘s Guthﬁéglﬁdﬁérdé
27450 Rancho California Road

Palomar Village
30600 Rancho Californla Road

Winchester Squeare
27475 Jefferson Avenue

Palm Plaza Center
26400 Ynez Road

Costeo (Price/Costeo)
40435 Winchester Road

- Proposed

The Promenade - Mall
East of Ynez Road, south of Winchester,
west of Margarita Road.

The Promenade - Power Center
Murrieta

The Movie Experence 17
41090 Califomia Oaks Road

Murietta Spring Plaza
25274 Madison Avenue

F Murrieta Town Center
40485 Murrieta Hot Springs Road

- Home Depot
25100 Madison Street

- Source: Keyser Marston Assoclates, Inc,
Prepared by: Keyser Marston Associates, Inc.
Filename: c\myducs\cifen{\Tnmscula;«z_sfea:lja

Theaters (10 Screen), Pétco, Sav. Or Drugs: *
Lucky, Longs Drugs, Wherehouse Records

Stater Brothers, Fraze Paint, Winston Tires
Food 4 Less, Piér 1 Imports, Menvyn's, Big K Mari
Michael's =~ . ', )

Stand alone fireject. . -

Sears, Robinsans:May, J.C. Penney and Edwards
Theaters (14 Screens), Bames & Nobls, OId
Navy. First phase - 975,000 square feet.

Circuit City, Office'Max, Petco, Linen Things

Approximately 400,000 square feet,
The Movie Ex’pﬂerieﬁge (17 Screen"s). ;

Big § Sporting Goods; Pet Smart, Staples Office
Supply, Pic 'N' Save, = - .

Hughes MéékétQ'Hbm‘eBé‘se, _Pay[esé ,Dru§ Stores
Toys 'R'Us.
Stand alone project.
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OFFICE MARKET CONDITIONS

1. Overview

According to local real estate brokers, there Is an inventory of approx:rﬁataﬁr 543 Oﬂﬂ SF of
existing office space in Temecula. ‘This figure enwmpasses a !:otal of 14 Olass A and B |
bulldings, ranging in size from about 20,000 to 80, 000 SF. (See Table H-1, ). Temecula s office
inventory is divided between mmpus~style bufldings In the- busfness parks on the west side of
the freeway and selected low- to mid-rise office buildings located primanly on. the east side. .
The Clty's two largest mult{-tenant office buildings are lo¢ated: across the freeway from Old
Town off the Rancho California Road exit: Town Center. (83,0()Q SF) and _,Tower' Plaza: (72,000
SF). Y el ngead .
There is a significant concentration of employment west of the freewa:iahdmrih of Old Town,
Buildings in this area house a variety of users ranging from ofﬂceJo light. Industnal City Hallis
also located In this area. The typical product within this area}s a single-story, concrete tilt-up
building. A number of these buildings are owner-occupied. -

Local brokers estimate a current vacancy within the Temecula office market of ahaut 92,000

SF, indicating a 17% vacancy rate. This range represents an nnprovemeni of 4% from one
year prior. Nearly one-third of the current vacancy is attrlbutable toa s{ngle bui!dmg, Jefferson. '
Plaza. This building has reportedly suffered from management and f' nancta! prbblems

Office rents in Temecula currently range from-about $0. 80 1o $1 30 per SF per month typicaily
on a Modified Gross (MG) basis. These low rents, comblned with the hrgh vacancy factor, tend
to indicate that Speculatlve new office development would be: unfeaslble m the near-tenn

Brokers confirm that large spaces are difficult fo lease due o the lack of corporate office.
tenants in the area. 'The strongest demand is generated by sman firmis, Lyp;cally buslnesses in
finance, insurance, and reatl estate (the "FIRE" sector), law ﬂrms and medml and dental

officas. Y : o

Old Town Temecula Market Assessment ' Final / June 6, 1998
Keyser Marston Associates, Iric, ‘ -Page 59
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2, Old Town

There Is relatively Ilttle office space In Old Town. The largestofﬁce bUHdmg qs the Chaparral
Center. This mixed-use bullding, at 28465 Front Street, contamS-three storés with-a faix of
offlce, service, and retail uses. Typical tenants include beauty sa]ons amnsurance agent, and
a construction firm, among others. Rents range from $0. 50 to $0 90 per SF ona Fuli Service
Gross. (FSG) basis.

In addition, there are several office bulldings located on lowef Eront S‘treet séuthaf 0|d Town
within the Southside" Speclﬂc Plan area. Although these bunldlngs are. relatxvely émall they tend
to be functional with good freeway access and vislbliity.

Old Town Temscule Market Assessment 2 ; szw.mnes 1998
Keysgr Marston Assoclates, Inc. “ BE que 6a .

28051ndh
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HOTEL MAR ONDITIONS
1. Overview

The Clty of Temecula is home to several major hotelslmotels ranging in quallty and: amemt:es‘

— from higher-end to budget. As shown in Table I-1, the Cltyr.ontams 629 hotel/motel. rooms in
elght separate properties, Temecula Creek Inn and Embassy Sultes < are: qu%endce hotels -

- with room rates in excess of $100. These two propertles represent appraxumagefy nna-third of
the City’s hotel room inventory. In addition; the Embassy. Sultes, whm 45 laca!eﬂ dlrectly

e ® across the freeway from Old Town, is currently constructlng AD: addit:onal rooms

- Most of the remaining properties offer "motel-style” acoonmodaﬂons‘in the $50'to $70 range.

Two of these are located on Front Street in, or close to, Old:Town: the Butterl" eld lnn (39
_ rooms) and Downtown Inns/Ramada Inn (70 rooms).
s Hotel occupancies in Temecula have rebounded substantially fmm the lows'of the eady 1990s
Weekend demand, in particular, is reportedly strong for the- mote,affordable; -propert‘ les: In .
- addition, after years of flat revenues, room rates appear to be nsing sﬂghtly

- 2. Survey of Hotel Managers

In an effort to better understand occupancy factors and sources of hotel mom demand KMA
o surveyed property managers. Three properties responded; thelr feedback Is summarlzed

below:

(a) Temecula Creek Inn: The Temecula Creek Inn is an aa—mom hote! buiftunﬂQ‘H It featune!s
a champlonship golf course as one of its major attributes The hote1 ‘also offers 5, 600 SF of
meeting space. The manager reports that the majorlty of the inn’s visitors are in Temecula
for leisure (i.e.,  goif). The majority of guests come from Les Angeles Orange and San
Diego counties. [n 1997, the occupancy rate was estlmated ‘at 74% andihe year-to-date
figure Is roughly 76%. The inn's year-to-date average daily. rate ls approximately $121.

Old Toiwn Temeoula Market Assessment - ' F'naINune 8, 1998
Keyser Marston Assoclates, Inc, b T TP Page 63
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(b) Embassy Suites: The Embassy Suites currently has 136 roo]‘ns, but- will expand to 176
rooms by summer 1998. The hotel offers about 3,200 SE-of meeu‘ng space I 1997 the
average daily rate was $101 and the year-to-date average ﬂaily rate s reperted o be )
approximately $105. The 1997 occupancy rate-hovered around 70% whlte tha year—to-date
is somewhat higher at 72%. The hote! reports that roofn rates se,em to be trending upwards
and that the market Is growing. Quests of the hotel come {from:all over the United States.
Surveys conducted by management show that Temecula for most guesfs s adestination,
rather than a stop on a journey to some other location. As a reason for vlsitlng the City,
50% indicate leisure, 40% business, and 10% other.

(c) Motel 6: Motel 6 offers 135 guestrooms. In 1997, the a’vergge daily rate !\n:;_ajs $34 and the
current average daily rate is approximately $35. Ménageme_nt-.ré'pgits. iﬁem‘rocwpancy
rate as 57%, while currently It is at 60%. The managa:r;:rebaﬂ"s_itﬁat weekehd-business at -
the motel is very strong, usually reaching full occupancy. - Misch of this activity is attributed
to special weekend events such as horse shows/rodegs, hd&air_-balqu_n festivals at
wineries, antique auto club events, tractor pulls, etc. Weekday buslngss Is reported-to
consist malnly of individuals traveling through Temecula or who are: sfa’glbried' there for
temporary work assignments. The weekdays are usualy light from.a Stanidpoint.of daily
room rentals. :

3. Bed & Breakfast Inns

Many districts comparable to Old Town offer another form of overnight accommodation — the
small bed & breakfast (B & B) inn. Typically, these inns gre I_océt_ed In older bulldings-or historic
manslons. Rooms tend to be smaller, while amenities and services tend to be more limited.
Yet such facllities often command higher room rates and occipancy than their more modern.
counterparts. B & B inns tend to cater to the affluent, educated; and well-travelsd iridiv_iduaL

Across the nation, bed & breakfast irnns are often located iri smalt rural vlllages, sc.enic or g
recreafional destinations, and historically Important sitas. Guasts prefer inns" lccatsd o dosa
proximity (walking distance) to amenities and attractions. The méjorlty of such Ihns tend to be
relatively small in size with approximately eight to 15 rooms, Approx:mately 15% of allinns in’
the U.S. are on nahonaf state, and/or local historic reglsters. '

"OId Town Temacula Market Assessment Fin;alf June 8, 1 958
-Keyser Marsfon Associates, Inc. Pageé 64
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KMA Is aware of one existing bed & breakfast inn In Temeoula, the 1 oma¥istaBed &
Breakfast. This facllity Is located In the wine country, about f‘veumlles fmm elﬂ wan The

Loma Vista offers six guestrooms ranging In price from $100 103159 aer night

Old Town Temecula Market Assessment
Keyser Marston Associafes, Inc.

9E0S1ndh

Fina!/ June B, 1998°
Page 65
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IDENTIA RKET CONDITIONS
1. Housing Supply Overview

The City of Temecla is a rapidly growing suburban residential ommunisy.. 'Teniéisuia-has-
continued to add housing and population throughout the 1990’5:_eyeq while m.ugh~9f Sauthern
California experienced a prolonged recession and real estat'é‘downturr'r. The City's heusing'
stock increased nearly 46% between 1990 and 1997, w:th nearly*all of this i mcrease takmg the
form of single-family detached homes. (See Table J-1.) In 1997,1he Clty s hguslng stock
consisted of 77% single-family, 21% multi-family, and 2% mablle’ home -_ ~_ o

Temecula has provided a steady supply of relatively affordable for-salehousmg to serve
employment centers in San Diego, Orangs, and Los Angeies ceunties Table J-2 summarizes
1997 single-family home sales for the City of Temecula. Cahfomla Market Data Coopemﬂve
tracked 332 home sales in 1997, The average price was apgroxlmately $1 60 000; the médian
price was approximately $135,000. Nearly 562% of homes. soldv were pricad between $1 00,000
and $150,000. P

-

-

Relative to neighboring countles, Riverside County’s apartment*rents ﬂre among the 1ow‘estm B
Southern California. Most of Temecula s apartment propérties have been’ developed since the
late 1980s. As shown in Table J-3, KMA surveyed 13 aparm}ent.propemes _totaling 3,120 units.
Approximate average rents are $516 for a one-bedroom, $625 i’qr'a-two-bedroom,,_and $695 for
a three-bedroom. The current vacancy factor is relatively low, estimated at 3%.

2. Housing Demand Overview

KMA estimates that the number of households in the primary:{ tride anea will Increase by nearly
8,000 between 1997 and 2002. Table J-4 presents a dlstn'butlon of ihese future households by
household income and houslng affordability, summarized as fo{lowa

Old Town Temecula Markef Assessment Final /dune 8, 1998 .
Keyser Marston Associates, Inc, _ 4o L. . . Page6’?.

830510
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¢ Nearly 1,500 new households in the trade area (16% of foﬁal ﬁve-yeardemend) are
expected to earn less than $20,000 annually. These householdswill be Iimited fo.
apartments renting at $500 and less or homes priced at $8& 000 and lass In ef-fect these
households are more likely to rent than own.

S Lt -

-

* Nearly 1,700 new households (19% of demand) are pro;ec:teo‘to earn beiween $20 000 and
$35,000. These households can afford rents of $500 to $875, orhomes priced between
$88,000 and $155,000.

. * The balance of housing demand for the trade area during- 1997—2002 fs expected to

ariginate from households earning $35,000 and more. .This market segment cornprises
about 5,700 households, or 65% of the demand. These: householdsoan afford Tents of
$875 and up, and home prices of $155,000 and up. This: Iheome bracket lsmore llkely to -

own than rent.

The anticipated income distribution of new households In the trade area suggests a continued
preference for traditional single-family detached homes. -

3. Housing Development Gapacity

There'ls significant capacity for expansion of residential uses In the Old Town area; C:ty staff .

estimates the following potential Increases In housing supply‘

* Old Town, east of the creek: Undetermined; capacity Will vary dependmg ori product type
and densny

* Pujol Strest Corridor, west of the creek: Potential to develop an addmonal 500 units
including the portion of the corridor within:the Southside Specnf ic-Plan area,

OId Town Temecula Market Assessment iz ' _ -Final/ June B, 1998
Keyser Marston Assoclates, nc. - ' Page 68
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» Westside Specific Plan, west of Pufol Street: At: presant; this 154-aere hmsider area west ol' i
Old Town Is designated for a milx of destination entertainment re'tau‘ recmaﬁon and hotel
uses, ‘It Is unclear at this time whether the property owner lntends topronaagt wlth these
development plans. Assuming that the current land use plan is amended apprommately
2,000 housing. units could be developed In this area;

Old'Town Temecula Markef Assessment * Fmal Nune 8 1993.
_Keyser Marsfon Associatss, Inc. ' ’ %, Rage69 .
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- TABLE J-2
~ SINGLE-FAMILY HOME SALES BY CATEGORY, GIFY. or TEMECULA 1997 (i)
OLD TOWN TEMECULA MARKET ASSESMENT - .-
CITY OF TEMECULA ok
Numberof K , % of
. Price Category Home Sales - .. Totab
= Under $100,000 27 ¢ 1.:_;7:’.-_';' i 8A3%
_ $100,000 - $124,099 B . e 2&81%‘."
$125,000- $149,999 - ep i od7ow

$150,000 - $174,999 51 . . 1536%

o= $175,000 - $199,999 29 8.75%

o $200,000 - $225,000 10 SRR T 300%:
Above $225,000 | LT AR R (AN T
Total ¥ - 100.00% -

- Sale Price ©7 7 PricelSF

Average _$159,9'1$ “.:'-"':'.-_ S i 582

[Median X R R -1
. Minimum $73, 000 o w7 T g4 -
_ Maximum $472500 $233

{1) From January 1997 to January 1998.

- Source: California Market Data Cooperative, Multiple Listing Service
Prepared by: Keyser Marston Associates, Inc
Filename: c\mydocs\clients\Temecula;4/28/98;lja
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K. CO (0] D RECO DATIONS

1. District ldentity ;

The objective of this market assessment has been to identify the market qpportumties that will
offer the greatest possibllities for expanded economic activity in Old Town I the course of this
assessment, KMA considered three distinct, but potentlally overlapping. POSI'EIOnmg strategies,
or disfrict identities, for the Old Town area. Each of thesais. outhned below

(a) Nelghborhood/Commumty Serving District: Nazghborhaod- and nammuru{y aenﬁr;g usas '
typlcally Include day-to-day shopping and services such as gmoary, drug, dry cieaning. etc. ,'
A nelghborhood or community center usually draws shoppers-fr‘om atwe: tai'hree«-miie
radius and multiple shopping trips per week are common.,

(b} Specialty/Entertainment District: This type of district offérs. shopping, servrces, and
entertainment that are not readily avaflable | in conventlonai shopplng eenters. nghhghts
may include an attractive ambiance, a unique mix of stores and restaurants ‘Or a series of
special events. Speciaitylentertamment districts typicaliy draw—customers fmma iarger
trade area thah convenlence retafl uses. At the same time, custbmans are iikeiy to wsnt
specialty/entertainment districts less frequently than neighho?heod{communiﬁr shopping
districts.

(c) Tourist District: A tourist-oriented district has a regionai and super—regienai draiw beyond
the local trade area. Examples Include La Jolla or Soivang -These districts typicaiiy offera
range of specialty shopping and eating and drinking estabhshments in combination: with
important recreational or cultural resources. Itis ocmmon for activity i these distncts to-
peak on weekends and during the summer season. - 2 e

At present, Old Tawn serves a dual purpose, offering a carnbmatien of specialty and
entertainment uses for the local trade area and serving a larger tounsm market. Old Town
does not serve as a. neighborhood/community retail/serviee oen’ter far sevsrai reasons,
Temecula’s existing supsrmarket- and drugstore-anchored shopping centers are convenientiy

located with respect to the City's popuiation base. On the: 0ther hand there Is ilmited

Ofd Town Temecula Market Assessment e . FlnaI/June 8, 1998
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= residentlal population infaround the Old Town area to patmniza conventence shopplng and
services. Absent a significant increase In res|dential uses, the nelghborhoodlcommuntty district

= scenarlo is unreallstic for Old Town. For this reason, KMA sti:ongly recommands that the City
pricritize'the infroduction of new residential development in- the ©Id Town Southslde and

— Westslde Specific Plans. Once a critical mass of population ‘nas heen achfeved Lt-may ba -

feasible to attract a spetialty grocery store such as Henry's, W‘ld Oats, antoF Earms or Trader‘
— Joe's. : N

. PP
: -,

— Accordlng to the CIC Research survey, the current mix of patrons in Old Town is approximately
. 40% locals / 60% visitors. Most visltors origlnate from offfer: paﬂs of Southem California —

=t areas that are not anﬂclpated to grow as rapldly as the lmmediate Temecula trade area in.
order for Old Town to thrive, KMA believes that it will need ta strengthen its appeal to the local

— trade area. KMA recomimends that the City and Old Town stakeholders target a mmlmum
threshold of 60% local / 40% visitor patronage for the district; The Iocal lrade area wIII contmue‘

- to experience strong growth, affording Old Town the opportunlty to captma:aghgre o‘f the -
consumer expenditures of new residents. At the same time, the me of: rretan restauranL and

- entertainment uses in Old Town should represent a refreshmg alt‘ematwe to thie rriore

conventional uses planned for The Promenade Mall,

.~

KMA recommends that the City and Old Town stakeholders: seek e pdsifion Old Towr as
- Temecula’s “downtown.” This strategy would confer a spec:al status on Old Towh in the eyes
of tommunity residents and promote Citywide "ownership” ofTemecuIa. During the 1 990s
many suburban communities in California have devoted extensh/e resouroes to revltl[izrng.
P reinstating, a strong commercial and entertainment hub at thelr duwntown.oor:es* Old Town
could be developed as Temecula’s downtown, providing a- :pectal destlnatlorr for ‘Ilfestyle
shopping and services, eating and drinking, entertainment, and spec:arevents.

Old Town Temecuia Market Assassment - Final / June 8, 1998
Keyser Marston Assaclates, Inc. Page 76
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KMA understands that the City's present City Hall will neea‘ta be replace& or’ ex;:anded wnthm a
ten-year timeframe. KMA recommends that the City consfder: sﬁing ahew cnyHaIE wi’thlrr Qld
Town. Such a move could offer several benefits: (1) It would remforce Old Town S status as
Temeeula's downtown; (2) It would draw employees and: vls:tors to Old Town on & regular
basis; and (3) A new City Hall bullding, and associated public plaza or other amenities, could
create a significant architectural statement and become a praminent new‘randmam in OId
Town. :

2, Retail Market Opportunities

KMA estimates that the Old Town district could capture between 35; 000 and 58.090 SF of rew
retall and restaurant uses over the next five years (1 998-2003) Durlng the faﬂmmng five years
(2003-2008), KMA estimates that Old Town could capture bietween 60,000 and 100,000 SF of
additional retail space, for a total ten-year capture ranging from95 000 to 158 000 SF. In
KMA's view, the higher end of the range will only be achlevable with aggressive Itervention on
the part of the Temecula Redevelopment Agency. )

Most new retail Uses are likély to be Eating and Drinking establfshments and- Specialty Stores,
o followed by General Merchandise and Other Comparison Gnods storas. KMA hasldantiﬂed
three specific categorles of potential retailing opportunities far ald Town N

(a) Eating and Drinking Establishments: As a central fbcus of tﬁe Old Town rev;talnzaﬁon
strategy, KMA recommends the expansion of the area's. X of restaurants and bars as a
full-scale restaurant row. In the absence of large retail stores a critical mass” of :
restaurants c¢an provide an anchor for the district. Old Town. prowdes one ofthe few

“nightlife” environmentts in southern Riverside County T here ls ample opportunlty to
expand, and dlverslfy the existing mix of restaurants and bars and. market the area’s utﬁque
environment, One sirategy to accomplish this is to create amw of ras&anranfs ahng a. 3
pedestrian promenade on the eastern bank of the Murrieta Creek.” (See cﬁscussien below, )
KMA estimates that the district could capture between 14,000'and 21 ,000- SF of new Eatirig
and Drinking establishments over the next five years (mcIUswe of VISItor-supported
demand). These figures potentially represent between four and eight new reStaurants

Ofd Town Temecula Market Assassment Final / Juné 8, 1998
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and/or bars. Appropriate establishments: might mc]uder tenants such as. the followiug
(examptles only): -

» Ethnic restaurants, such as Asian culsine or.a Spamshiapas bar.::

¢ Ahealth or vegetarian restaurant - _ Deem g 3

» Dinner restaurants with live entertainment G s T 1 :
e A coffee shop with performance space (poetry, mus{c etc.) ‘
» Old Spaghettl Factory

* Chevy's

s Corvette’s Diner

* Red Lobster

* Ground Round

» Ponderosa Steak House

* Outback Steakhouse

» B & B Bar-B-Que Connection

« Love's Wood Pit BBQ

e Micro-breweries

* Sports bars

» Westomn-style saloons

(b) Specialty Stores: Even as The Promenade Mall incmases the range. and dlverslty of
shopping aveilable to trade area residents, Old Town- ‘has the opporiunity fo offer a unlque
array of Speclally Stores. In particular, KMA recommends twu specrﬁc themes (‘I)sporﬂng;
goods and apparel, and (2) outdoor recreation equipment, supply, and appérel These
stores respond to the youthfuiness of trade area residents; as well as the beautrful natural
setting of the Temecula Valley and surrounding mountafns and desert,” EXamples include
hiking and camping gear, Western-oriented apparel and gear. athlefic: auppiy and shoes,
and theme bookstores. Possible tenants might include Golf Mart Adventure 16 Gl Sfores,
Eastern Mountain Sports, or equestrian/western ge_ar_and..gupply s_tcres. o

Old Town Temecula Market Assessment Final / June 8, 1998
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{c) Home Fumishlngs and Design: The existing ooncentx:aﬂan of ant!ques sfores in OId Town
provides a strong foundation to add a range of other housahoid fumlshmg and decorating
establishments. The trade area will continue to add thousands of new homeowners each
year. Old Town could provide a special shopping eXpenence for residenfs seekmg to

4 accessorize their new homes. Examples might Include:. new fumiture stores, lighting and
lamp stores, wall art and mirrors, home accessarles, paiio and gardenfumkure and : _
specialty hardware stores. This retail mix has worked verysueceasfujly Jrr‘other drsfm:ts
such as Fourth Street in Berkeley and Cedros Street In Solana Beaeh X a

(d) “Lifestyle” Retailers (Long-Term): As a long-term goal; KMA recommends that recruitment
efforts target such upscals specialty retailers as: Smith & Hawken, Restoratlon Hardware,
REl, Pottery Bam, Z Gallerie, or Urban Outfitters, to name a few examplés A cemparable
mix of retallers exists ori Fourth Street in Berkeley as well as 23" Street 3] Portland
Oregon. These tenants are not flkely to be feasible in the near-term, until certain oonditlons
have been met: (1) other national credit tenants have: been- mtmduced* (2) a slmng
restaurant row has been established; and (3) a growing: resfdenﬁaf baae is yndémray fn the
immediate area. ¢ <k '

3. Office Market Opportunities

In KMA's view, there are relatively limited opportunities for office developrnent w:thm Old Town.
This finding is attributable to the constraints imposed by the area s imited access and visiblllty
small parcel sizes, and bullding design limitations. Tenants seekmg office space in Old Town
are likely 1o be fairly small (say, less than 1,000 SF) busmesses In ﬁnanee. msurance rea}
estate, or law. S ’
Notwithstanding these constraints, KMA recognizes the importance of office uses fo the
creation of a vibrant, mixed-use community in Old Town. Location of the Ternecula Civic
Center within Old Town would reinforce the district's role as Temec:.ﬂa S dovmtown and
enhance the desirability of Old Town as an office location ferarchitects, engmeers, and other
development industry tenants. In addition, office uses genérate. dayﬂme popuiatlon both

Ofd Town Temecula Markef Assessment Efnal/ June e 1993
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employees and visitors — who are also likely to patronize Old Town shops-and restaurants
during the week.

KMA recommends that the City and Old Town stakeholders encaumge devalnpmant of office
Uses on upper floors of new or rehabilltated bulidings. One’ strategy Is to develap upper ﬂoors Eoa
as adaptable, “hybrid" space or “live/work madules: These: suites courd’thert be vﬂhzed as
either office or residenfial. Such unique spaces, particularly in renOVated buv{dmgs may be
appealing to small “boutique® professlonal firms. .

4. Hotel Market Opportunities

KMA's market assessment Indicates that the Oid Town hotellmutel fnarketfs i rebounding from
the downtumn of the early 1990s. At the same time, KMA finds. several- noteworthyvmds I the
local hotel market: i ’

*» There are essentially no mid-priced accommodations ir theﬂty, priced say between $70

-

and $120. Y
* There are no high-end hotels or bed & breakfast inns withih walking distance 6f Ol Town.

As with office uses, Space constraints in Old Town make it. unlikely that a Iarge-scala fuu-
service hotel with banquet facilities could be developed withiiy.the: dtstrtct Mb[’egye;' wen Ir
Such an establishment could be physicaliy accommodated, Old Towr' 5 lfm]ted fmev.!ay ‘access
and visibility act as further constraints.

The OId Town environment Is well-sulted for development of severai moderate to upscale bed
and breakfast inns or small lodges, e.g., ranging from five to 30 rooms. Key oppodUnitles
would Involve adaptive re-use of ane of the arez's historic 1hote_ls or.older bulldmgs.

U e Y

In addition, KMA recommends that the City pursue mnd-s;zed Iimlted—semioe.orexianded-stay, :

apartment-style hotels (say, 75 to 100 rooms and 5,000 to 10 ﬂﬂo SFaf rneetmg spaee)m
nearby locations outside of Old Town.

-

Old Town Temecula Market Assessment ‘e ) Flna/ /dJune 8, 1998
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§. Resldential Market Opportunlties S

The continued presence of a strong and integral housing compohent has ‘oeen a key success
ingredient for many older street retail districts. Sigriificant e¥pansnon of resxdent:al uses within
0ld Town and vicinity will likewise be an important component of the area S revitalization. as
new residents will provide an lmportant patronage base. for specialty tetallers eonven!ence
shopping and services, and restaurants in Old Town. )

e =tk -

LS
1 e

Key challenges affecting new housing development in the_‘aj'éa_fri‘c_;{ugjé thé fouoang fattors:

For the most part, Temecula households prefer-slngle;faml@”d@tached hbué[ng.

»  Prices for detached homes in Temecula are relatively affordable, thereby decreasing
demand for alternative for-sale product such as condominiums, townhomes, or row homes.

« Conventional apartments in large rental communities east of the freeway oﬁ'er standard
amenities at relatively affordable rents.

As noted above, the Old Town dlstrict and surrounding. areacould accommodate more than

h 2,500 new housing units. KMA has identified the following- specltic obportumﬂesfor new

residential uses in Old Town:

(a) Development of new senlor apartments, possibly near the senforcenfer (S#xﬁ; S&eet) Th|s
type of housing will potentially enjoy the strongest demand wathln Gld Towr‘; ﬂroper Old . N
Town offers a safe and convenfent walking environment w:th 2 limited array of shopping and
services. There are no senidrs-only rental communities i Temecula KMA recommends
that the Redevelopment Agency consider sponsoring development of Up to 1000 200
affordable and/or market-rate senior apartments. ) :

e

"o i1 -
. —"‘

Old Town Temecula Market Assessment "t Flnal/June 8 1388
Keyser Marston Associates, Inc. ¥ ' N m Page 80 - -

89051ndh .



o~ MAR 16,2006 2:29PM-

3

KEYSER MARSTON SF G U080 P 4)/49

{b) Adaptive re-use of older structuras as Ioft apartments.-4 Town s urvlque archlteétuf‘e ﬁnd‘. o

historic ambiance present an apportunity to create rental lofts on. -upper. ﬂcmrs cf q!dar
bulldings. As noted, traditional apartments in Temecula mpresentstr'qng cump&tltlun.
therefore, this product would have to offer a unique living: envlronmentto a. se!ect small
group of tenants.

(c) In-fill development of multl-farnily housing along-Pyjo! Street (west of the creek) This area
offers the opportunity to develop mixed-income (affordable/market-rate) apal‘cments Ifa
large enough site can be assembled, it may also be possible fo devemp a sma!l communlty
of affordable for-sale townhomes or row homes for i rst-hme buyers .

PR

(d) Housing uses within the Westside Specific Plan. A major porhon ofthis 154-,acre hIIIsIde
property could be developed as a medium-denstty residentia! t:ornrnUmty This type of
development could capture a portlon of Temecula's strong hm{smg growth wh]le
simultaneously offering views of Old Town and the surroundtng Valley and mountams
DeveIOpment of up to 2,000 housing units within the Westsude Specn"’ e F’lan wmld provide
strong benefits to Old Town retall and restaurant uses.

6. Other Development €Concepts

-
.4'

In addition to the market opportunities outlined above, KMA has identlﬁed a range of other
development and marketing concepts that are likely to strengthen the eeonornic \ntahty of Old
Town. These concepts are discussed below. It shou)d be. noted that KMA has not tested the
market or financial feasibility of these concepts. ) -

(2) Arts and Cuftural Uses: KMA believes that.Old Town needs: ari-expanded mix of arts’ ‘and
cultural uses if the district is to be successful in malntaining its- cun'en’t‘share ofdocil-trade
area expenditures as well as regional tourism spendlng KMAs research .on obmp‘arab]e .
districts generally Indicated that such districts tend to lnduda one nr more ofihe fo!!ong b
(1) historic archltecture; (2) landmark building(s) or monument(s),! andfor 3) antertamrhent',' '
or cultural facilities such as museums and theatres, Moreover; there s at'present a limited
range of arts and enterfainment venues within the Jocdl trade gred. The-Clty has
commissioned a cultural arts study to assess demand for new cultural arfs uses and

Old Town Temecufs Msrket Assessment Fing] / June §, 1994
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facilities. KMA recommends that the City consider siting suEh uses within Old Town In order
to enhance the district's draw and leverage the City's 1nvest‘ment to date. An- optlmal mix of
uses would Include the addftion of a p!ayhouse theatre: one or more museums or gallenes
and working arﬂsans craft shops. Museums and: -galleries could focus on Westemn or Natlve
American themes. There may exist an opportunity to attract a satellite facllity of an exlstlng
museum, such as the Autry Museum of Western Heritge In Griffith Park™ For: exampla. ‘the -
Museumn of Cantemporary Art/San Diego Is located oh‘an oceanfrontbluff'in La‘JnHa and '
operates a second, smaller facility in downtown San Dlego o '

(b) Enhancement of Murrieta Créek: The location of Munreta Creek within Old:Town presents
a unique asset.. Many comparable districts have explﬁitqd thelr waterfronts of; in some
cases, artificielly created a waterfront environment. Thé City-of Vista‘is r;l'irren,tly'wc;rklng
with a developer to create a "creekwalk” development of énteﬂafnmerit‘ ‘netaﬂ restaurants,
and pedestrlan promenades along a flood control channa!, Murrieta Cneek offers a- nafurai,
setting that could be developed with landscaping anda meander!ng wallo.vay, both asa
recreational trall and a pedestrian promenade. KMA reoommerrds 1hat1he£sty ahd Old
Town stakeholders explore deslign options to accompush the following: (1) béautufy the
creek bed and shoreline; (2) enhance pedestrian access along the creek shorelme and (3)
orient restaurant, retail, and entertainment uses' toward the cregk.

(c) Cooperation with Wineries: In KMA's view, OId Town's proximity to the Téméculé winé
country Is one of its strongest assets. The steady annual volume of visitars o the wineries
represents a relatively untapped market niche for Old Town. The City and Old Town .
stakeholders should consider structuring a cooperat:vamarketing annngament with the i
vintners so that the two sectors can maximize the synergrsiie impacts of 1he1r respecﬂve_. .
tourist draws. In addition, KMA recommends that addltinnél representaflons of the wine
country be incorporated within Old Town. At present, the area contains ane winery
outlet/glft shop (Old Town Wine Tasting). Possible expansions of this.presence might
include: (1) an Information kiosk for the wine country; and/or 2) an “qqﬂ_ét{' store.
showcasing all the winerles and offering thelr products forf-séle under éne roof_.'

Old Town Temecula Market Assessment Einal / June 8, 1 998
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7. Other Strategic Recommendations

(a) Establishment of a Business Improvement District (BID) KMA reeemmenﬂs ‘that Old Town
stakeholders consider formatlon of either a business-or pmperty’-based Busmess ;
Improvement District (BID). In recent years, there has been a growlng nahonal trend
among commerclal districts to form Business-based Buslness lmpmvement Dlstrlcts
(BBIDs). The trend s trus for major urban downtowns, older strlp oommercxa! corridors, and
neighborhood districts, Historlcally, BIDs have involved assessments on business owners
through business license fees to ralse funds that can then be. Used for marketing. ] :
_promotion, security, special events, streetscape lmprovements parkungf and btﬁer costs ln-
1994, Callfornia passed leglslation (AB 3754 Caldera) foprcwlde for- assessmente on
property owners. Since then, several Property-based Business lmprevemant Disfricts
(PBIDs) have been adopted in the State.

BBIDs/PBIDs provide a mechanism whereby downtown and-subuibart wmmereiara_reas
can provide amenities usually assoclated with retail centars and office:. parks: -coordinated
management of publicity and public relations; better security anda sehs’e of safety;
organized/centralized parking; and a clean, well-maintained envlronment. Ble also allow
‘businesses and property owners to advocate for thelrmterests thh a- unlted vmce BIDs
can also conduct research, establish mid- and long-term geals angd: plan‘fer dlstrlc’t-wlcle
activitles, ; '

Most BIDs start out with a focus on either promotional, security, or mamtonance activities,

and eventually expand to larger efforts. lncreasxngly, Ble are actively pursumg tenant
recruitment stratégies to strengthen their districts. KMA is working wlth several citles and
BIDs on efforts to recruit new businesses and structurepub_llelpnvate financial transaetlons.
The goal of a tenant recruitment strategy is to affract desl'fed users to targe"ted locations.- -
Successful programs have targeted major anchors with-a track record: for strong.sales, onal :
customer base, and the ability to draw other tenants in addltlon to eustomers,

Old Town Temecula Market Assessment Final/ June 8, 1958
Keyser Marston Associates, Inc. _ Page 83
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BBIDs/PBIDs can be an important funding source for needed revitaﬁzation aotivlﬂes and
Improvements. Itis also appealing to property and business owners bewuse the funds .
raised are controlled by the private sector rather than tfie clty ‘Over tlme thls mechanism
2allows a business communlity/commerclal district to takeoharge of :fsown affa[?s and -
decrease its reliancs on uncertain, public financial support The City. shou}d cbl"lSidel‘
providing the seed capital to Implement an Old Town BID as wei} dsa smeil operaﬂng
subsidy for the first year of operation. -

(b) Creation of a Uniform Shopping Environment: KMA reoommends thaf%he City-and Old
Town stakeholders work to standardize operatirig hours ‘and parking: arrangements for Old
Town shops and restaurants. This would create a less uncertain environment for the fypical
suburban shopper. The cusrent relatively short, and Inconsmtent. store hours present a.
particular problem in attracting local residents, many of whom oommute to work outslde
Temecula. Several key steps toward this goal would lnclude (1) furmatfon ofa Bﬂa (2)
installétion of the City's proposed streetscape improvements ® expansmn of public N
parking resources; and (4) enhanced wayfinding signage. .

(c) Enhancement of Freeway Visibility: There are several approdchas to .enhanoih'é Old Town's
vislbility from the freeway. These include:

Certification of a historic structure within the district, which wolld ensure CalTrans. .

signage on the freeway. 3

Bl
ERC

» Development of a landmark building or monument: that would be’ vlsible from the
freeway. Examples include a new City Hall or a historic feature such as a-water tower.

* Renaming of Front Street as, say, Old Town Avenug,: and lncorporatron of appropriate
signage at the current Highway 79 South off-ramp.

Qld Town Temécula Market Assessment . - Final / June 8, 1998
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(d) Promotion of Special Events: KMA recommends that the'eurrent u1endarot3pecral events
in Old Town be expanded. Research into comparable districts Intiicated ’chat special events
are a regular and important marketing tool. Posslble addltlonal events could include

« California Gold Rush in Murrieta Creek, 1.e., panning for “gold” nthe ’cfeegk;b‘éd.
= Wine and cheese receptions tled to musical performances or art exhibits.”

* Free outdoor theatra performances.
* Arts and craft fairs featuring working artisans, period ooéftumés, and 'sfégéboach and
horseback rides,

* Sunday picnics along Murrieta Creek featuring performances-bylocal rﬁuéibiahs.

(e) Recruitment Strategies: In the course of this market assessmer ‘W‘héé‘ideﬁiﬁéd‘é :
range of new development and types of business that are liksly bath ta be succassful in OId_‘
Town and to contribute to the economic revitalization and expansioh" ofﬂvadlstmt These } B

. uses include both market-driven uses and arts and cultural amanltlea KMA teeonu-nends '

that the City and Old Town stakeholders prioritize these development opportumtles and

consider the following potential stratsgles for implemenitatior: _-

» The Redevelopment Agency can solicit developers fdt-‘adabtive‘re—'use of “historic®
buildings as restaurants, shops, housing, office space, orhed &fb_reakfast'inh-s_._ .

» The Redevelopment Agency can directly solicit end users sych as resta&rants or hutel
operators, A

¢ The City and/or Redevelopment Agency ¢an prowde partial’ ﬁnandal sponsorship for
development of arts and culfura! fagilities.

Old Town Temecula Market Assessment F?na! 7 d’una-&, 4998 .~
Keyser Marston Assaciates, Inc. . 3 paga 35. o
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The City andlor Redevslopment Agency can eonﬁnue £o1m1est i publlc hﬂproVements
in the aréa. For example, the City will undertake oonstructlon af an extenswe '
streetscape improvément program along Front and Mam Stneets To some extent, this
significant beautification of the area will act as a cata‘lyst for new teal estate and
business development As a next step, the Cltyngenoy may wlsh to pursue, an
improvement program for Murrieta Creek and tts eastem shdrelihe i

Old Town Temecula Market Assessment . ' Fingl / June 8, 1998.
Keyssr Marston Assoclatés, Inc. . Page 86
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L. _LIMITING CONDITIONS

-

1. Information provlded by such local sources as governmenta! agencles. ﬁnanclal Institutrens
realtors, buyers sellers, and others was considered In |lght of ifs.source. and ehecked by
secondary means. However, no responsibliity Is assumed far posslble mismforrnatron

2. Neither the local nor national economy will experience a ma;er recessrcn, lfan unfereseen
change occurs In the economy, the conclusions contained- hefern may ne tenger be vatid" &4

3. All numerical references shauld be assumed to be “more or Iess“ and accurate ta a degree
consistent with their use for purposes of somoeconomieanalysis ahd foreusﬁng

4. Any estimates of demographic or economic variables are b'aséd en the best nvetlahle data
sources but are not intended to be predictions of the future. ‘Rather, they should be vtewed as
an Indicator of future conditions given available data. No Warranty or representatxon is made -
that any of these estimates or projections will actually mateﬂaﬂze - '

5. The findings are based on economic rather than political bdneideratiohs 'Ther’efdré they
should neither be construed as a representation nor opiniort ﬂ1at government approvals for

-

development can be secured. - e

6. Market feasibility is not equlvalent to financial feasibility; apart from whether there isa demand.
for various retall uses, other factors are of crucial importanes’ rn-deterrnjnlng feaSIbrlrty These .
factors include the cost of acquiring sites, relocation burdens traiffic lmpacts theremedratron
of toxlcs (if any), and mitigation measures that would be leqwred ’threugh‘the’approyal
pracess,

7. The development opportunities defined herein as being wananted durtng the nearhterm will be.
achieved within a reasonable period of ime. This preciudes major changes in the conditions
assumed in this study. ' '

Old Town Temecula Market Assessment 4 - FMaII JUne e. 1998
Keyser Marston Assoclates, Inc. - eI x.Page, 57'
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g 8. The analysis, opinions, recommendations and conclusions-of: this repon are: our mforrned
judgment based on market and economic conditions as oﬂhe daté of this report Due to the

o volatilty of market condntions and complex dynamics mﬂueneing the econom:c sutuaﬁons and

. conditions of the bullding and development industry, conigliisions arid :eebmn&ed actions .--'

— contained within this report should not be rélied upon as sele Mputﬁnrﬁnai;buﬂnass dedisions
regarding current and future development and planning e 5 i

- Old Town Temecula Markst Assessment . N Flnal/ June 8, 1998
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