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MTDB bl 4@?'
Maetropolitan Transit Development Board :

1255 Imperial Avenue, Suits 1000
San Diego, CA 92101-7490

(619) 231-1465 Agenda ltem No. _3A'_

FAX (619) 234-3407

Board of Directors Meeting T 593
July 23, 1992

Subject:
LRT IMPACT ON REAL ESTATE VALUES

INTRODUCTION:

MTDB has received numerous requests for information on the impacts
of 1ight rail transit (LRT) on land values. These inquiries have
originated with both investors interested in developing properties
near transit facilities and people concerned about the impact of
LRT extensions to their businesses or properties. The study
findings presented herein provide a quantitative basis to respond
to such inquiries.

This study investigated whether the San Diego Trolley induced any
changes in real estate values to properties near the LRT system.
Properties near the LRT system were compared with similarly
developed properties beyond the influence of LRT. Properties were
categorized by land use and proximity to LRT. Single and multi-
family residential, office, retail, hotel/motel, and industrial
Tand uses were analyzed.

An additional objective of this study was to analyze the land uses
along the C Street corridor in downtown San Diege to determine if
LRT stimulates some land uses at the expense of others.

RECOMMENDATION:

That the MTD Board of Directors accept for information purposes
the attached study on the impact of LRT on property values.

Budget Impact

None. A budget of $45,000 for consultant work and $5,000 for
staff oversight was established for this study. Funding for the
study came from MTDB’s FY 91 federal Section 9 grant.

. LIBRARY

Cityof Chuta Vista, City of Coronads, Clty of El Cajon, City of Impertal Beach, City of La Mesa, City of Lemon Grave, Chy of Nationa! City, City of Poway, City of San Diego. City of
Santes, County of San Diego, State of California -

Metropatitan Transit Development Board is Coordinatar of the Metropolitan Transit System and is Regulatory Authority tor Paratransit Administration
Subsidiary Corporations: ! ; l San Diege Transit Corporation, @ San Diego Tralley, Inc. and [ ﬁ ISan Diego & Arizona Eastern Raitway Company
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The methodology used to measure the impact of LRT on nearby
property values is based on the "across-the-fence" theory of
property appraisal. This theory is premised on the assumption
that location is the primary determinate of real estate value and
that adjacent or proximate comparable properties are similarly
acted upon by market forces.
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Accordingly, this study assumed that the properties most
influenced by LRT are those physically closest to the LRT system.
A comparative method of valuation was employed to quantify the
influence of LRT on adjacent properties. This matched-pair data
method of valuation matched a study property with a control
property with similar attributes except for LRT influence. The
control properties used for comparative purposes were Jlocated
within the same local and subregional markets as the control LRT
properties, but not subjected to the same LRT influence as the
subject property. In this way, the particular LRT influence was
isolated from the myriad of factors that bear on property value.

In some cases, the paired-data comparison was of the same property
before and after the initiation of LRT operations. This type of
comparison was used to evaluate a motel use and a multi-family
development along the East Line. In another instance, the paired-
data comparison was of two different sections of the same multi-
family development, each subject to a different LRT influence.

It should be noted that the paired-data method of valuation is an
empirical analysis and not a statistical study. The validity of
the paired-data methodology is not determined by sample size, but
by how closely the paired properties match. Criteria used in this
study to ensure that paired properties shared common attributes
included Tocation, land-use type, size and type of property
improvements, and overall condition of the property.

Findings

The primary finding of the study is that the value of properties
Eroximate to the LRT system is determined by factors other than
RT.

Along the South and East Lines outside of downtown San Diego,
86 percent of the properties analyzed showed no significant
impact, either positive or negative, from LRT operations. (For
the purposes of this study, a difference of five percent was
considered significant.) Fourteen percent of the properties
showed a positive impact and no properties showed any negative
impacts.

The study also found the tenancy pattern along C Street to be
similar to the land-use mix along Broadway and B Street,
reflecting a response to changing ecenomic conditions, business
consolidations, and competition, rather than to LRT operations.
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From an initial survey of all l1and uses adjacent to the LRT system
(over 2,500 parcels), 48 sets of matched pairs of subject and
control properties satisfied the established criteria and were
evaluated for differences. Of these, 21 matched pairs of
properties outside downtown San Diego yielded sufficient
information from which to evaluate the impact from LRT and are the
basis for the findings in the study. Eighteen of the matched
pairs showed no significant impact from LRT activity, three
demonstrated a positive increase, and no properties exhibited any
negative impacts from LRT operations.

The three properties that showed a benefit from LRT activities
included: a 10,000 square foot convenience retail center at the
Palm Street Station which demonstrated a 25 cent per square foot
Tease premium when compared to a similar convenience center not
proximate to a trolley station; a residential development adjacent
to the Amaya Station which has experienced a five percent higher
occupancy rate since the onset of LRT operations in 1989; and a
motel next to the E Street Station which has enjoyed an increased
occupancy of 10 percent due to LRT.

The study found that residential properties are largely unaffected
by LRT. With the one exception of a positive impact to the
residential development at the Amaya Station, none of the
residential properties evaluated showed any change in property
value due to its proximity to the LRT system. This included
properties exposed only to the right-of-way where some adverse
impacts might have been anticipated and properties within a short
walk of a trolley station where positive impacts might have been
expected.

Residential properties located adjacent to the LRT right-of-way
included five single-family residences, ranging in price to over
$200,000, and one multi-family development. None showed any
significant difference in property values when compared to
similarly developed properties not adjacent to the right-of-way.
Four single-family residences, again ranging to over $200,000,
were classified as near a trolley station (within one-half mile
walking distance) and displayed no significant difference in
property value compared to similar properties not near a trolley
station. Two multi-family developments located directly adjacent
to a trolley station were evaluated in the study. One showed a
positive relationship with the troiley and the other was
unaffected.

C Street Corridor

To determine if there was a land-use pattern in downtown San Diego
that would indicate a particular response to LRT, the consultant
developed an inventory of land uses and tenants along the C Street
corridor prior to the introduction of LRT in 1981 and compared
that inventory to the current land-use mix. The consultant



utilized information gained from discussions with property
managers and owners, historical telephone directory listings

ér:verse 1istings), and Centre City Redevelopment Corporation
ata.

The C Street corridor was also compared with its two adjacent
paraliel corridors, B Street and Broadway. The findings indicate
that there have been no obvious differences in vacancies, lease
rates or land-use patterns for C Street before and after LRT
operations or when compared to the parallel corridors of B Street
and Broadway.

The downtown San Diego analysis also included the evaluation of
four properties utilizing a modified paired-data method. The
criterion of proximity to the LRT system was modified because all
of downtown is within at least 2,000 feet of an LRT station and
would qualify in its entirety as "near a station." Proximity to
the LRT system for the C Street corridor analysis, therefore, was
categorized as either adjacent to a station (in the same block) or
adjacent to the right-of-way.

Two hotel uses were compared before and after introduction of LRT
operations and showed no significant impact one way or the other.
Two retail uses along C Street were also compared: adjacent to &
station and one block away. The retail use at the station showed
a premium of $1.14 per square foot per month, and the retail use
one block away showed a negative impact of 18 cents per square
foot per month. In this instance, the property manager attributed
the negative impact largely to the disruption of traffic flow on

C Street, rather than to LRT operations per se.

Number of Properties Analyzed

The pool of candidate properties to be considered was Timited by a
number of factors. The primary emphasis of the study was to
document measurable economic impact. Therefore, only those ‘
properties that had established a definitive market value through
a real estate transaction or provided operating data (i.e., lease
rates, gross income, vacancy rates) within the past 30 months were
considered in the study.

Another constraint on the number of successful matches was the
ability to control for local influences. For example, in
comparing the impact of LRT on multi-family units, a number of
candidate control properties along the South Line could not be
utilized because they were part of a subsidized housing program
and not subject to normal market conditions.

.Conclusions
The findings of this study are consistent with the conclusions of
a SANDAG study conducted in 1984 on the effect of LRT on land use,

as well as similar studies done in other parts of the country on
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the effect of rail transit on land values. The findings that
property value is determined primarily by factors other than
transit reflect the role of transit in the local transportation
system. In areas with a more balanced transportation system,
where transit carries a significant portion of daily trips,
transit access is valued to a greater degree and becomes a more
prominent factor in land value determination.

For example, studies in Toronto, where 77 percent of the peak-
period downtown trips are transit trips, found property values
closely related to the proximity to transit. Conversely, studies
performed in Philadelphia, San Francisco, and Silver Spring,
Maryland found that in areas where the accessibility and use of
the transit system was limited, 1ittle correlation existed between
transit and property values.

While the transportation system in San Diego is currently
dominated by automobile use, the importance of transit access
appears to be increasing. As San Diego moves toward a more
balanced transportation system, transit access will become a more
important consideration in locational decisions and as a factor in
determining property values.

%\7. S

Thomas F. Larwin
General Manager

TFL:JRBryant:paw/ss
AI-JUL23.#34
7/13/92

Attachment: A. Consultant Report (Board Only)
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April 3, 1992

Metropolitan Transit Development Board
1255 Imperial Avenue, Suite 1000
San Diego, CA 92101-74%0

RE: Analysis of the Impact of Light Rail Transit
on Real Estate Values in San Diego

Ladies and Gentlemen:

Pursuant to your request, we are pleased to submit the
following report covering our analysis of the impact of Light Rail
Transit Activity upon Real Estate Values in San Diego County.

A summary of our findings can be found in the fellowing
executive summary.

The above captioned project consisted of an Analysis of the
Impact of the operating Light Rail Transit Activity on Real Estate
Values in San Diego County. The majority of the research for this
project was completed from March to November of 1991 and considerd
real estate market phenomena from March 15, 1989 to October 31,
1991.

The existing subject Light Rail Transit System extends
approximately 35 miles with its focus in downtown San Diego. A map
of the subject Light Rail Transit System is exhibited on page 167
in the Addenda Volume of this report.

It is important that readers of this report understand that
this study considered only some of the impacts that the subject
light rail transit system has had upon real estate values in San
Diego. Many macro-economic issues such as the benefits of light
rail transit to the San Diego metropolitan area as a whole and the
overall importance of light rail transit to the Central Business
District are clearly beyond the stated purpose of this study.

2124 Garnet Avenue * San Dlego, California 92109-36Q7 = (619) 270-5380
Member of Valuation Network inc.  Offices in major cities throughout the United States



Metropelitan Transit Development Board April 3, 1992

It is also important to note that the findings of this report
reflected certain site specific relationships. These findings were
considered indicative of the impacts of the existing light rail
activity on real estate uses as could be discerned by the valuation
methodology employed and within the agreed scope of work.

These findings were specific to the subject properties
analyzed and should not be considered benchmarks or rules of thumb
that are readily transferrable to extensions of the subject system
or light rail transit systems in other geographic locations.
However, to the extent that future extensions or other systems
replicate the conditions studied, these findings may suggest real
estate market responses to LRT.

Certain real estate uses such as existing and proposed joint
development properties and land use scenarios were beyond the scope
of this report.

. Thank you for this opportunity to assist the Metropolitan
Transit Development Board. Please do not hesitate to call us if you

have any questions.

Respectfully submitted,

Ao B

David L. Bezer, MAI, ASA
Principal

VNI Rainbow Appraisal Service
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Purpose of Report:

Scope of Report:

Study Area:

Time Period:

EXECUTIVE SUMMARY

The purpose of this project was to objectively
analyze the micro-economic impact of the
subject light rail transit system upon real
estate values.

The scope of this project entailed the use of
various real estate market surveys,
inspections, and investigations. About 2,500
properties were surveyed. Specific study and
control properties were verified to the extent
possible. Databases such as the multiple
listing service, Damar, and real property tax
records were also employed to find study and
control properties. The report that follows
reflects the summarization of this project.

The study area was considered to be the
existing south and east lines of the subject
system and its Centre City focus. The possible
impact areas studied were real property along
existing operating rights of way including
stations. An additional study was completed on
the history of land use and tenancy changes
along the "C" Street Corridor in Centre City
for the past ten years of Light Rail Transit
activity.

This majority of the research for this report
was completed from March to November 8, 1991.
The time period considered for relevant real
estate transactions was March 15, 1989 to
October 31, 1991.

VNI Rainbow Appraisal Service



Summary of Methodology:

The methodology employed was micro-economic in nature. The
methodology consisted of a seven step process to compare real
estate land uses proximafe to LRT with control properties in order
to ascertain impacts of LRT upon real estate values in San Diego.
A summary of the steps in our methodology follows:

Step 1. Survey the existing LRT system in order to classify
and analyze various proximate property types that
were peripheral to the LRT system. This survey was
achieved by comprehensive field inspections of the
LRT system operating right of way and stations.

Step 2. Ascertain categories of LRT proximity and classify
property types found within each proximity type in
order to develop a range of potential study
properties.

The categories of LRT proximity types found were:
a. Adjacent to the LRT Right of Way.
b. Adjacent to LRT stations.
c. Near LRT stations, ( within a half mile
of walking distance).
The classes and specific property types found were:
a. Residential:
1) Mobile Homes
2) Condominiums
3) Single Family Dwellings - (Three price
ranges, i.e. $120,000 to 150,000;
$150,000' to $200,000; and above
$200,000) .
4) Apartments
b. Commercial:
1) Motels/Hotels

VNI Rainbow Appraisal Service




R PR

e

Summary of Methodology:

Step 3.

Step 4.

2) Retail Centers =~ (with and without
parking)

3) Fast Food Restaurants - (with and
without parking)

4) Service Stations

5) Office Buildings

c. Industrials

Locate specific study properties that incurred
market transactions and/or reportable operating
information within the considered time frame of the
project.

Verifications: Verifications were completed to the
extent possible with public records and a principal
or agent involved with the specific proximate study
properties. These verifications covered property
operating and/or transaction data, including sale
conditions, financing, marketing times, and
physical characteristics in order to confirm
specific property information. Included in the
verifications were requests for any information as
to perceived positive or negative LRT impacts in
order to assist in qualifying the study properties
for further analysis. This further analysis would
then entail a search for comparable control
properties.

VNI Rainbow Appraisal Service



Summary of Methodology:

Step 5.

A survey of the existing subject neighborhood and
real estate databases for comparable control
properties for baseline comparisons was then
conducted to ascertain how the property dynamics of
the study property types were different from the
control properties. Control properties were
selected based on their similarities to the study
properties with the exception of proximity to the
LRT. The «criteria for selecting the control
properties included the following required
elements:

a. Location: The control properties had to be
within the same or similar neighborhoods but
not have the type of proximity to LRT as the
study property.

b. Physical: The control property had to have
similar land use, competitive size, and
condition.

c. Time: The control property had to share the
same time frame for either sales or operating
data in order to provide a meaningful
comparison of relative property dynamics or
alternatively, in some cases property data was
available from properties whose operating data
embraced the onset of LRT activity, thereby
providing a comparison of the same type of
property operating data =-- before and after
LRT proximity.

VNI Rainbow Appraisal Service




Summary of Methodology:

Step 6.

Step 7.

4. Verification: Verifications for control
properties were similar to those of study
properties except that there were stated
perceptions that LRT had no influence on the
properties. Further comparisons of control
property operating statistics were also made
with market databases in order to test for
aberrant property conditions.

In some cases adjustments for <transaction data,
(such as VA or FHA financing), overall location,
(other than LRT proximity), and physical
differences where necessary between certain control
properties and their paired study properties.

Finally, an analysis of the property data sets
found was completed in order to discern .any
significant differences in adjusted transaction
prices and/or operating data. Significant
differences were considered to be net variances of
5% or more. Where the measurement of net variances
was 5% or more an impact on real estate value was
considered attributable to LRT activity.

VNI Rainbow Appraisal Service



Summary of Conclusions:

South and East Lines:
Residential:
Single Family Residential:

LRT activity was not found to significantly impact the value
of condominiums and single family dwellings near the South and East
Lines based on our survey of mobile homes, condominiums, and single
family residential properties ranging in sale price to $248,000.

The price range of some of the rgsidential property near the
South and East Line LRT activity were among the lowest priced in
San Diego, in the $60,000 to $150,000 price range. The buyers for
dwellings in this price range may be more accepting of neighboring
influences such as LRT activity.

Along some of the Eaét Line, there are differences in
topography between the right of way and adjacent single family
dwellings. The lack of any significant impact may be due to
topographic conditions. Since differences in topography may have
provided some visual and/or sound barrier or a view to possibly
affected dwellings, the impact of LRT activity way have been
offset.

Apartments:
The LRT impact was estimated as a positive 5% benefit to

overall occupancy to certain apartment properties adjacent to LRT
Stations or a capitalized value of about $2,920 per unit.

VNI Rainbow Appraisal Service
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Summary of Conclusions:

Our findings did not contain sufficient data to analyze an
apartment property which was not adjacent to an LRT Station but
within a half mile of walking distance to an LRT station. However,
sufficient verification of peripheral property data suggests that
the overall boundary of the impact area could be estimated to be
within one ‘mile of walking distance of South and East Line
stations. No indicators were found which suggested significant
negative impacts to unit revenues because of exposure to the
subject LRT right of way and/or stations. The data base for this
analysis considered apartment properties of five units or more in
size. Apartment properties smaller than five units are typically
more proprietary in their management and were not similar to those
properties found to be impacted by LRT activity.

Difficulty in measuring this impact along the South Line was
caused by the relatively high preponderance of government assisted
apartment rentals in the South Bay with many management agents
reporting waiting lists.

Commercial:

Motels:

The LRT impact was estimated as a positive 10% benefit to
overall occupancy or a capitalized value of about $3,500 per room
for certain motel properties near LRT stations along the South Line
based on our survey of motel properties. It should be noted that
because of the prevalence of apparent LRT impact on motel
properties along the South Line, a larger than typical adjustment
was required in order to equate a specific control property.

VNI Rainbow Appraisal Service
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Summary of Conclusions:

The boundary of the impact area was estimated to be within a
half mile in walking distance to South Line stations based upon
verifications with peripheral property managers. No indicators were
found which suggested significant impacts to motel room revenues
exposed to the subject LRT right of way on the East Line.

Among the causative factors which were cited as contributing
to LRT impact were tourists staying at motels near LRT stations so
they can use the LRT system to visit Tijuana and Navy personnel
staying at the same motels and using the LRT to aveoid parking
problems at the U.S. Navy Ship Repair and Supply Center Complexes.

Commercial Retail Centers:

The LRT impact was estimated as a positive rent benefit for a
capitalized wvalue of about $25 per square foot for certain
properties when they were adjacent to certain LRT stations along
both the South and East Lines based on our survey of commercial
retail center properties with on site parking.

our findings did not contain sufficient data to analyze this
type of property when it was only near LRT stations, (i.e. about
half mile or less), or only adjacent to LRT right of way. The
overall boundary of the impact area was estimated to apply only to
convenience retail centers with on site parking opposite or at LRT
stations on the South and East Lines.

VNI Rainbow Appraisal Service
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Summary of Conclusions:
Office Bujldings: (Outside of the City of San Diego CBED)

LRT activity was not found to significantly impact the value
of an office property with on site parking adjacent to LRT stations
on the South and East Lines based on our survey of office
properties with on site parking.

Industrials:

our survey of industrial properties with on site parking
yielded sufficient data to report that LRT activity did not
significantly impact the value of an industrial property.

o

Centre City Y“"c" Street Corridor:

Retail Space Adijacent to Right of Way, More than One Block from
Stations, and Not at a Corner:

LRT impact was estimated as a negative rent influence for a
capitalized value of about -$20 per square foot based on our survey
of Centre City retail space.

Specifically restrictions on auto traffic and parking along
the "C" Street Corridor significantly impacted the value of this
type of space when it was adjacent to the "C" Street Corridor.

VNI Rainbow Appraisal Service
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Summary of Conclusions:

Retail Space between 5th and 6th Avenue, Opposite +h Avenue

Station:

The LRT impact was estimated as a positive rent benefit for
a capitalized value of about $135 per square foot for this type of
space between 5th and 6th Avenue along the nge Street Corridor
based on the same survey of Centre City retail space.

Office Buildings:

The LRT impact on "C" Street Corridor office buildings was not
measurable because of the lack of control properties.

Centre City Bay Side Line:
"Hotels:

Our survey of hotel properties along the Bay Side Line yielded
sufficient data to suggest that LRT activity did not provide
significant impact upon the value of hotel properties since the

inception of LRT activity along the Bay Side Line in 1989.

Oour conclusions are further detailed in Section IV. of this
report.

VNI Rainbow Appraisal Service
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DESCRIPTION OF ANALYSES AND PROCEDURES

The purpose of this project has been to objectively analyze
the micro-economic impact of the subject light rail transit, (LRT),
system upon real estate values in San Diego.

Our measurements of the impacts of the subject LRT system upon
existing real estate values in San Diego has required that first
certain methodologies be considered and then the most appropriate
be applied consistently to the subject properties.

Historically the "Across The Fence," (ATF), method of valuing
railroad rights of way has been the basis for estimating both
property values for acquisition and disposals by both rail transit
systems and various government agencies. The reasons for the use of
the ATF method is that the value of real estate is strongly
influenced by location and a location which is literally across the
fence or adjacent to the right of way would have the highest
correlation of locational influences. Extending the same premise to
the subject problem holds that those properties which would incur
the greatest impact from LRT should also be those that are closest
in geographic proximity to the subject LRT system.

This methodology did, however, limit the scope of measurement
since there are obviously property types and increments in property
values that are not found along the considered subject rights of
way. While these other property value issues may have been
encountering indirect impacts they were considered to be part of
the many macro-economic issues, (such as the impact of 1light rail
transit to the metropolitan area as a whole and the importance of
light rail transit to the Central Business District), which were
clearly beyond the scope of this study.

VNI Rainbow Appraisal Service
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DESCRIPTION OF ANATLVSES AND PROCEDURES {Continued)

Other 1limitations apply to this study. The nature and
frequency of light rail and freight service on the subject lines,
the presence of interconnections with bus transportation at various
stations, and the locational/property type mix that were the
subjects of this study were site specific and were analyzed during
the considered time-frame. The transportation activities, property
‘types, locations, and time frame were not all inclusive. The
findings of this study should not be considered to be a precise
measurement of all impacts for general application to any other LRT
system or extension(s) of the subject rights of way.

The initial focus of our study was specifically upon a
classification of various locations and property types that were
peripheral to the existing light rail transit system and how their
specific property dynamics had been affected by their proximity to
the LRT system. The baseline for comparison was similar property
types which share many of the possibly affected property attributes
but were not in the same geographic proximity to the light rail
system. In some cases the paired data concept was achieved by
comparing reported property operating statistics from before and
after the one to two year time periods of the most recent
expansions of the East and Bayside Lines.

The paired data method of comparison as a valuation procedure
is an extension of a commonly used method that real estate
appraisers and consultants use in finding a basis for adjusting
market data. In the subject instance, it is the difference in
market phenomena which was considered to be the impact of the LRT
system when all other property factors were equivalent.

VNI Rainbow Appraisal Service
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DESCRIPTION OF ANALYSES AND PROCEDURES (Continued)

Based on our inspection of the subject rights of way and
stations an inventory of forty-eight possible test cases was found.
These test cases required two major ingredients to be a successful
indicator of LRT impact. First, a possibly impacted property and
secondly, a control property, (same basic property type but not
similarly proximate to the LRT System). In some cases control
properties required some additional adjustments because of
dissimilar characteristics.

Tn order to qualify possible study properties, the
verification process required that the prinecipal or agent of a
study property discuss possible LRT impacts and property
conditions. In the cases of control properties, verifications of no
similar LRT impacts were required.

The presence of freight activity on the subject lines was
mentioned by a few respondents. In those cases where the respondent
mentioned freight activity, the time intervals for current LRT
activity were discussed so that only impacts from the then current
LRT activity could be ascertained to the extent possible.

A review of various overall statistical surveys was also used

in order to eliminate aberrant control properties.

The relative impacts upon current values were estimated by
comparisons of the possibly affected property types with non-LRT
proximate locations and property types. Included in the phenomena
considered was a survey of about 2,500 properties for comparisons
of relative sale prices, rents, vacancies, capitalization rates,

and marketing periods.

VNI Rainbow Appraisal Service
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DESCRIPTION OF ANALYSES D _PROC s i

The next stage of this study required estimates as to
quantities of similarly impacted properties within possible
boundaries of LRT influence. Because this study was location and
property specific, only properties which shared similar location
"and property attributes were considered for inclusion in any
estimated influence area.

Large geographic areas around the LRT system were inspected
for estimated boundaries of influence. On site and telephone
investigations were made in order to verify whether or not possibly
equivalent properties were encountering an impact from the IRT
System. The boundaries of influence were estimated from these on
site observations, inspections, and field and telephone
verifications.

The boundaries and gradations of influence found varied by
specific property type and locational influences. For example,
retail impacts have been found to be very tightly focused at
stations, while apartment impacts, especially in the South Bay, may
possibly extend to a one mile radius from stations.

An additional special focus of our étﬁdy, (Section VI. of this
report), has been the changes that occurred along the "C" Street
Corridor in Centre City since the introduction of IRT over ten
years ago. This analysis included an inventory of real estate
uses/tenancies prior to the introduction of LRT along "C" Street
as compared to the uses/tenancies which are currently evident. The
affect upon overéll use/tenancies by LRT was gauged by on site
inspections and verifications with property owners, tenants, and
managers, reviewing reverse telephone directory listings for the
ten years in question, and portions of a study completed by the
Centre City Development Corporation. '
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our findings reflected that current LRT activity probably
caused measurable positive impacts upon certain apartment land uses
as well as some  measurable positive and negative impacts upon

certain commercial land uses.

The following four pages summarize our analyées and
conclusions and are detailed in the following section.
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Our survey and investigation of the subject right of way and
stations resulted in forty-eight LRT proximity / property type
probes for further analysis. Twenty-four of these property types
were found to have sufficient control pfoperty information to yield
an indication as to relative impact from the subject LRT activity.
Five of these twenty-four analyses also yielded. significant
relative net differences in real estate value attributable to the
impact of the subject LRT activity. The following is a review of
our analyses and findings. Each of the study and control properties
is described in detail in the Addenda Volume to this report.
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Set Code 3
Proximity type: Adjacent to LRT Right of Way
Property Type: Residential Condominium - Attached

Set Code 3 tested for differences in value when an attached
residential condominium was adjacent to the LRT right of way.

This set consisted of a comparison of relative sale prices per
square foot of 1living area between two attached residential
condominiums, one adjacent to the right of way and the other 350
feet away from the right of way. The study property is located at
464-B Colorado Ave., Chula Vista and the control property is
located at 424-B Woodlawn Avenue, Chula Vista. Both properties were
similar in overall location, time of sale, and 'physical
characteristics. The paired properties indicated less than a 5%
‘difference in sales price per square foot. Based on this, no
significant differences in value was attributable to LRT activity.
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SET CODE 4
Proximity type: Adjacent to LRT Right of Way
Property Type: Residential Condominium - Detached

Set Code 4 tested for differences in value when a detached
residential condominium was adjacent to LRT right of way.

This set consisted of a comparison of relative sale prices per
square foot of 1living area between two detached residential
condominiums, one adjacent to the right of way and the other 180
feet away from the right of way. The study property is located at
1263 27th Street, San Diego and the control property is located at
1235 27th Street, San Diego. Both properties were similar in
overall location, time of sale, and physical characteristics. The
paired properties indicated less than a 5% difference in sales

price per square foot. Based on this, no significant difference in
value was attributable to LRT activity.

VNI Rainbow Appraisal Service



SET CODE 6
Proximity type: Adjacent to LRT Right of way
Property Type: Single Family Dwelling - ($120,000-$150,000)

Set Code 6 tested for differences in value when a single
family residential dwelling was adjacent to the LRT right of way.

This set consisted of a comparison of relative sale prices per
Square foot of living area between two single family residential
dwellings, one adjacent to the right of way and the other about 280
feet away from the right of way. The study property is located at
1723 vVvia Encantadoras, San Diege and the control property is
located at 3334 Tequila -Way, San Diego. Both properties were
similar in overall location, time of sale, and physical
characteristics.

The paired properties indicated less than a 5% difference in

sales price per. square foot. Based on this, no significant
difference in value was attributable to LRT activity.
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SET CO 7
Proximity type: Adjacent to LRT Right of Way
Property Type: Single Family Residential - ($120,000-$150,000)

Set Code 7 tested for differences in value when a single
family residential dwelling was adjacent to LRT right of way.

This set consisted of a comparison of relative sale prices per
square foot of living area between two single family dwellings one
adjacent to the right of way and the other 3/4 mile from the right
of way. The study property is located at 1663 San Altoes Place,
Lemon Grove and the control property is located at 1422 Ia Corta
Circle, Lemon Grove. Both properties were similar in overall
location and time of sale. The paired properties were considered to
be about equal in sales Price per square foot when the control
property was adjusted downward for design and appeal. Based on

this, no significant difference in value was attributable to LRT
activity.
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SET _CODE 9

Proximity Type: Near Station
Property Type: Single Family Residential - ($120,000-$150,000)

Set Code 9 tested for differences in value when a single
family residential dwelling was near, (within a half mile of
walking distance), an LRT station.

This set consisted of a comparison of relative sale prices per
Square foot of living area between two single family residential
dwellings, one within two blocks ©of a statien and the other 3/4
mile away from the station. The study property is located at 7343
Canton Drive, Lemon Grove and the control property is located at
1422 La Cbrta Circle, Lemon Grove. Both properties were similar in
time of sale ang pPhysical characteristics. The paired properties
indicated less than a 5% difference in sales price per square foot
when the control property was adjusted downward for overall
location. Based on this, no significant difference in value was
attributable to IRT activity.
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SE o] 11
Proximity Type: Near Station
Property Type: Single Family Residential =~ ($150,000-$200, 000)

Set Code 11 tested for differences in value when a single
family residential dwelling was near an LRT station.

This set consisted of a comparison of relative sale prices per
square foot of living area between two single family residential
dwellings, one three blocks from an LRT station and the other one
mile away from a station. The study property is located at 4615
Date Avenue, La Mesa and the control property is located at 8707
Washington Avenue, La Mesa. Both properties were similar in overall
location, time of sale, and physical characteristics. The paired
properties indicated less than a 5% difference in sales price per

Square foot. Based on this, no significant differences in value was
attributable to IRT activity.
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SET_CODE 12

Proximity Type: Near Station
Property Type: Single Family Residential - ($150,000-$200,000)

Set Code 12 tested for differences in value when a single
family residential dwelling was near an LRT station.

This set consisted of a comparison of relative sale prices per
square foot of living area between two single family residential
dwellings, one within a 1/2 mile of an LRT station and the other
one mile away from a station. The study property is located at 5016
Pine Street, La Mesa and the control property is located at 8707
Washington Avenue, La Mesa. Both properties were similar in overall
location, time of sale, and physical characteristics. The paired
pProperties indicated less than a 5% difference in sales price per
‘sSquare foot. Based on this, no significant differences in value was
attributable to LRT activity.
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SET CODE 13

Proximity type: Adjacent to LRT Right of Way
Property Type: Single Family Residential - (>$200,000)

Set Code 13 tested for differences in value when a single
family residential dwelling was adjacent to LRT right of way.

This set consisted of a comparison of relative sale prices per
square foot of living area between two single family residential
dwellings, one adjacent to the right of way and the other 3/4 mile
away from the right of way. The study property is located at 4098
Payson Road, La Mesa and the control property is located at 4370
Maple Avenue, La Mesa. Both properties were similar in overall
location, time of sale, and physical characteristics. The paired
pProperties indicated were less than a 5% difference in sales price
per square foot. Based on this, no significant differences in value
was attributable to LRT activity.
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SET CODE 15

Proximity Type: Near Station
Property Type: Single Family Residential - (>$200,000)

Set Code 15 tested for differences in value when a single
family residential dwelling was near an LRT station.

This set consisted of a comparison of relative sale prices per
Square foot of living area between two single family residential
dwellings, one three blocks from a station and the other 3/4 mile
from a station. The study property is located at 9348 Loren Drive,
La Mesa and the control property is located at 4370 Maple Avenue,
La Meas. Both properties were similar in overall location, time of
sale, and physical characteristics. The paired properties indicated
less than a 5% difference in sales price per square foot. Based on
this, no significant differences in value was attributable to IRT
activity.
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SET CODES 16 AND 17 (Before and After LRT)

Proximity Types: Adjacent to Right of Wway and Near Station.
Property Type: Motel

Set Codes 16 and 17 tested for differences in value when a

Motel was adjacent to LRT right of way, (16), and near a Station,
{(17).

These sets consisted of a comparison of relative room revenues
and operating data for the 45 room "Econoclodge" Motel at 4210
Spring Street, La Mesa since the inception of LRT activity about
two years ago. This motel is within 1/4 mile of Spring Street
Station. According teo its manager, the motel has not experienced
any differential in rent or occcupancy levels for rooms exposed to
the adjacent LRT right of way, (Set Code 16), and has experienced
a nominal positive impact upon its occupancy since the inception of
the LRT activity about two years ago, (Set Code 17). Based on this,

no significant differences in value were attributable to IRT
activity.
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SET CO 8
Proximity Types: Near Station.
Property Type: Motel

Set Code 18 tested for differences in value when a motel was
near an LRT station.

This set consisted of a comparisen of occupancy levels
between two motel properties, one adjacent to the right of way and
within a 1/2 block of the station and the other 1,500 feet from the
right of way and about 3/4 mile to a station. The study property is
a 176 room "Motel 6" located at 745 "E" Street, Chula Vista and the
control property is a 60 Room "Travelodge" located at 1101
Hollister Street, San Diego.

The study property manager stated her property has not
experienced any rent / occupancy differential for rooms exposed to
the adjacent LRT right of way, and has experienced a positive
impact upon its occupancy because of the LRT activity. The average
Occupancy was 75% at an average room rate of $35.

The manager of the control property stated that his average
occupancy was 50% at an average room rate of $33.

The control property required a 30% upward adjustment in order
to equalize its overall location and amenities to that of the study
property. This resulted in an adjusted occupancy level for the
control property of 50% %X 1.3 or 65%. This was compared to the 75%
occupancy level typical for the study property. Our conclusion was
a 10% occupancy benefit was caused by the impact of IRT. The
following calculations converted this into a dollar impact:
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Set Code 18 Continued

365 Days x 176 Rooms x $35/Room x 10% Occupancy Advantage x
30%* Net Income = $67,452 Annual Impact. Capitalizing the $67,452
by an 11%* Overall Rate = $613,200 Property Impact. Dividing
$613,200/176 Rooms and 45,981 S.F. of Building Area yielded rounded

positive impacts of $3,500/Room or $15.00/5.F. attributable to LRT
activity.

* These rates were based upon Reference Data Sources in the Addenda to this report,
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SET CODES 19 AND 20

Proximity Types: Adjacent to Right of Way and Station.
Property Type: Apartments

Set Codes 19 and 20 tested for differences in unit revenues
when apartment units in an apartment property were adjacent to LRT
right of way, (19), and adjacent to an LRT station, (20).

The study and control property for this set was the "Villages
of La Mesa" at Amaya Station, 5609-5699 Amaya Drive, la Mesa. The
manager stated a comparison of relative rent and occupancy levels
for similar type and size units exposed to the adjacent right of
way and station and located away from the right of way and station
in the same complex did not indicate differentials in rent 4
occupancy levels. Based on this, neo significant differences in
- Value were attributable to IRT activity.
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SET CODE 21

Proximity Type: Adjacent to Station.
Property Type: Apartments

Set Code 21 tested for differences in value when an apartment
property was adjacent to an ILRT station.

These sets consisted of a comparison of relative unit revenues
and operating data for the 160 unit "Park Grossmont Apartments",
located at 9076 Campina Drive, La Mesa, since the inception of IRT
activity about two years ago. This apartment property is adjacent
to Amaya Station. According to its manager, the property has
experienced a 5% positive impact in occupancy levels since the
inception of the LRT activity about two Years ago. Based on this,

the difference in value attributable to LRT activity was estimated
as follows:

160 Units x $625/Month/Unit Average Rent x 12 Months x 5%
Occupancy Advantage x 70%* Net Income = $42,000 Annual Impact.
Capitalizing the $42,000 by a 9%* Overall Rate = $466,667 Property
Impact. Dividing $466,667/160 Units and 160,700 S.F. of Building
Area yielded rounded factors of $2,920/Room or $2.90/5.F.

* These rates were based upon Reference Data Sources in the Addenda to this report.
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SET CODE 24

Proximity Type: Adjacent to Station
Property Type: Commercial Retail Center

Set Code 24 tested for differences in value when a Retail
Center was adjacent to an LRT station.

This set consisted of a comparison of relative effective rents
pPer square foot of rentable area between two retail centers, one
adjacent to a station and the other about 1/2 mile away from a
station. The study property is located at 2285 - 95 Palm Avenue,
San Diego and the control property is located at 2505 - 2511
Coronado Avenue, San Diego. Both properties were similar in overall
location, time of rental activities, and physical characteristics,

Analysis of the paired pProperty data indicated the following:

Study Data: an 8,550 Square Feet "7-11 Shopping Center". The
subject is across from Palm Avenue Station. The agent believed this
Property has experienced a positive impact upon its rent level
because of the LRT activity. The average lease terms were $1.50 to
$1.55/SF/Month triple net.

Control Data: a 9,888 Square Feet "7-11 Shopping Center". The
subject is about 1/2 mile from Palm Avenue Station. The agent
stated this property’s average lease terms were $1.20 to
$1.30/SF/Month triple net.

Our conclusion was that a $0.25/SF/Month in average rents
received by the control property was attributable to LRT impact.
The following calculations convert this into a dollar impact:
$0.25/SF/Mo. x 90%% Occupancy x 12 = $2.70/SF Annual Impact.
Capitalizing $2.70 by a 10%* Overall Rate = $27/SF Property Impact,
rounded to $25/8F. (* These rates were based upon Reference Data Sources in the Addenda.)
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SET CODE 36 -
Proximity Type: Adjacent to Station.
Property Type: Office Building

Set Code 36 tested for differences in value when a suburban
office building was adjacent to an LRT station.

This set consisted of a comparison of relative effective rents
per sguare foot of rentable area between two office buildings, one
adjacent to a station and the other about 1 1/3 miles away from a
station. The study property is located at 8765 Fletcher Parkway, La
Mesa and the control property is located at 7877 Parkway Drive, La
Mesa. Both properties were similar in overall location, time of
rental activities, and competitive in physical characteristics.

Analysis of the paired property data indicated the following:

The study property, known as the "AAA Office Building", has
42,411 Square Feet of rentable area. It is adjacent to Grossmont
Station and right of way. The agent stated this property has not
experienced a significant impact upon its rent level because of the

LRT activity. The average lease terms were $1.50/S5F/Month Full
Service.

The control property contains 11,512 Square Feet and is about
1 1/3 one miles from Grossmont Station. The agent stated this

property‘s average lease terms were $1.30/SF/Month triple net to
$1.75/SF/Month Full Service.

Based on this comparison of two suburban office properties
competing in the same market area, no significant differences in
rent was attributable to LRT activity.

VNI Rainbow Appraisal Service

£



SET CODES 39 AND 40

Proximity Types: Adjacent to LRT Right of Way and Station.
Property Type: Industrial

Set Codes 39 and 40 tested for differences in value when an
industriail property was adjacent to LRT right of way, (Set Code
39), and was adjacent to an IRT Station, (Set Code 40} .

This set consisted of a comparison of relative effective rents
between two industrial properties, one adjacent to the right of way
at Iris Station and the other two blocks away from the right of way
and over a 1/2 mile in walking distance from the same station. The
study property is located at 1330 - 1444 30th Street, San Diego and
the control property is located at 3330 Beyer Boulevard, San Diego.

The following analysis compares these two properties:

The study Property contains 205,000 Square Feet in three
buildings. The agent stated this pProperty has not experienced a
significant impact upen its rent level because of the LRT station
proximity or its adjacency to the LRT right of way. The average
lease quote was $.45/SF/Month triple net.

The control contains 27,795 Square Feet in one building. The
agent stated this property’s average lease terms were $0.43 to
0.48/SF/Month modified gross plus $0.03/SF/Month in common area
maintenance charges.

Our conclusion was that after equalizing these two properties
for their respective rental arrangements and physical
characteristics, no significant difference in rent was attributable
to the study pProperty’s adjacency to LRT right of way or station.

VNI Rainbow Appraisal Service

43



SET CODE 42

Proximity Type: Adjacent to LRT right of way - "C" Street Corridor
Property Type: Retail

Set Code 42 tested for differences in value when a retail shop
was adjacent to LRT right of way.

This set consisted of a comparison of relative effective
rentals between two retail shops, one adjacent to the right of way
and the other about 1/2 block away. The study property rental is
located at 630 "C" Street and the control property is located at
1125 6th Avenue, both in Centre city, San Diege with similar
overall location, times of lease, and physical characteristics. The
paifed property rental data and analysis follows:

The study property contains 3,500 Square Feet of first floor
retail space in a seven story building. The study property is about
one block from the 5th Avenue Station and across from the LRT right
of way in "C" Street. No auto traffic is permitted on "C" Street in
front of the study property. The agent stated this rental unit had
been vacant for over one year. The limitation on auto traffic and
parking on "C" Street was also considered to be a detrimental
influence. The property had experienced a significant impact upon
its rent level and occupancy because of the configuration of "¢©
Street to accommodate IRT right of way. The rental unit was
recently leased at $0.46/SF/Month Semi-Gross on an "as is" basis.

The control property is a 3,200 Square Feet first floor retail
shop space on the first floor of a two story building. The control
is about 1/2 block from the 5th Avenue.Station. Auto traffic is one
way South on its 6th Avenue frontage. The agent stated this shop
had recently been leased at $0.56/SF/Month on a net basis and in
"as is" condition.
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SET CODE 42 {Continued)

The following calculations estimate the net difference in
effective rents ang convert it into an overall dollar impact:

Study Control Difﬁerenge

Rent $0.46 $0.56

Vacancyx* =-20% =10%

Effective Gross $0.37 $0.50

Expenses =0.10 =0.05

Net $0.27 $0.45 ~$0.18/SF/Mo.

$O.18/SF/Month X 12 Months = $2.16/SF Annual Impact. Capitalizing
the $2.18 by a 10%* overali Rate = - $21.60/SF Property Impact
which was rounded to -$20.00/5F.

Based on this analysis, adjacency to the right of way, (with
vehicular traffic restrictions), indicated a negative
$0.18/5F/Month in net rents received or - $20.00 Per square foot of
rentable area for the study Property which was considered
attributable to LRT.

* These rates were based upon Reference Data Sources in the Addenda to this report.
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SET CODE 43

Proximity Type: Adjacent to LRT Station
Property Type: Retail

Set Code 43 tested for differences in value when a retail shop
was adjacent to an LRT station.

This set consisted of a comparison of relative effective rents
between the average effective rents of retail shops, two groups of
shops in adjacency to the 5th Avenue Station, lining the north and
south block front, and the other about 1/2 block away from the
station. The study property rentals are located at 525-531 and 522-
550 "c" street and the control property is addressed at 428 uew
Street, all in Centre City, San Diegoc with similar overall
locations, leases, and physical characteristics. The paired
property rental data and analysis follows:

The study properties contain about 16,134 Square Feet of first
floor retail space in various sizes located on the North and South
sides of "C" Street between 5th and 6th Avenue. These shops are
opposite or about 1/2 block from the 5th Avenue Station and across
from the LRT right of way in "C" Street. Auto traffic and parking
is restricted in front of these shops. The respective agents for
this space stated rentals range $1.25 to 2.08/SF/Month triple net
on the North side to $2.00 to $3.00/SF/Month on the South side.

The control property is a 1,500 Square Feet first floor retail
shop space on the first floor of a four story building. This unit
is about 1/2 block from the 5th Avenue Sstation, across 5th avenue
from the study properties and specifically near the Northwest
corner of 5th and "C". Auto traffic is one way North on Sth Avenue.
The agent stated this shop had recently been leased at an effective
net rental $0.81/SF/Month.
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SET CODE 43 {Continued)

The following calculations estimate the net difference in
effective rents and convert it into an overall dollar impact:

Study contrel Difference

Rent Average $2.08 $0.81

Vacancyx* ~10% =-10%

Effective Gross $1.87 $0.73

Expenses =0.05 =0.05

Net $1.82 $0.68 $1.14/SF/Mo.
$1.14/SF/Month x 12 Months = $13.68/SF Annual Rent Impact.
Capitalizing the $13.68 by a 10%* Overall Rate = $136.80/SF

Property Impact which was rounded to $135.00/SF positive impact
attributable to an LRT Station.

* These rates were based upon Reference Data Sources in the Addenda to this report.
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SET CODE 47

Proximity Type: Adjacent to LRT Right of Way and Near Staticn.
Property Type: Hotel

Set Code 47 tested for differences in value when a Hotel was
adjacent to right of way and near a Station.

The set consisted of a comparison of relative room revenues
and operating data for the 1,355 room "San Diego Marriott" Hotel at
333 West Harbor Drive, San Diego since the inception of LRT
activity about 1 1/2 years ago. This hotel is within a 1/2 block
from the Convention Center West Station. According to its manager,
the hotel has experienced a nominal positive impact upon its
occupancy since the inception of the LRT activity about 1 1/2 years

ago. Based on this, no significant differences in value were
attributable to LRT activity.

SET CODE 48
Proximity Type: Adjacent to LRT Right of Way and Near Station.
Property Type: Hotel

Set Codes 48 tested for differences in value when a Hotel was
adjacent to right of way and near a Station.

The set consisted of a comparison of relative room revenues
and operating data for the 337 suite "Embassy Suites" Hotel at 601
Pacific Highway, San Diego since the inception of LRT activity
about 1 1/2 years ago. This hotel is within 1 block from the
Seaport Village Station. According to its manager, the hotel has
experienced a nominal positive impact upon its occupancy since the
inception of the IRT activity about 1 1/2 years ago. Based on this,

no significant differences in value were attributable to LRT.
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CHANGES IN LAND USES / TENANCIES "C" STREET CORRIDOR

our findings were that LRT activity alone probably did not
cause major changes in land use or tenancies along the "C" Street
Corridor. Changing economic conditions, business consolidations,
and competition affecting Centre City as a whole affected "C"
Street.

There was, however, some micro economic changes in land
uses/tenancies along "C" Street which were partially caused by LRT
activity including restrictions of auto traffic and parking along
"C", Qur research revealed that rent and occupancy levels for some
of the retail land uses along "C" were probably skewed to the
benefit of the retail uses that are at or near LRT stations while

_the non corner exposed retail uses located away from stations were
probably negatively impacted.

Estimates of relative real estate value impacts along "C" were
based on differences between rents for properties along "C" and
nearby competitive properties which use other streets for access.
Because the Centre City area of San Diego is relatively compact and
access to IRT Stations along "C" is generally within walking
distance to most land uses in Centre City, no effective control
properties were found to compare to the Office Building, Hotel, and
Fast Food land uses found along "C".

A further comparison of overall vacancy percentages for front
feet of first floor retail space revealed that the "C" Street
Vacancy at 37% was within the range of Broadway at 28% and "B"
Street at 40%.

The following graph, spreadsheets, and map detail our
findings.
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CHANGES TN TAND USES / TENANCIES "C" STREET CORRIDOR (Continued)

The "C" Street Corridor traversed by LRT extends from Kettner
Boulevard to Twelfth Avenue in the Centre City Area of San Diego.
The placement of LRT stations along "C" provides access to the
entire Centre City area of San Diego. A one mile radius from the
5th Avenue. Station on "C" Street now embraces all of the major land
uses in Centre City. Included within this one mile radius are
Horton Plaza, the new Convention Center and a number of new Office
and Hotel Buildings. See the following map.
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CHANGES IN IAND USES / TENANCIES "C" STREET CORRIDOR (Continued)

An effort was also made te find an overall parallel corridor
street for historical comparison to "C". Unfortunately for purposes
of this study, major dissimilarities between "C" and any other
parallel corridor street precluded effective overall historic
comparisons.

A number of major land uses on "C" have exposures on Broadwéy
or "B" Street and vice versa. "B" also does not extend contiguously
over the same East to West distance that "C" does because of the
civic cCenter Complex. "C" Street, Broadway, and "B" Street are
intertwined by major office building, parking, and institutional
land uses.

Our survey of the office buildings and hotels built in this
area during the past decade revealed that their developers and
leasing agents often include proximity to LRT in their marketing.
Specifically, representatives of the "C" Street hotel and office
building uses and tenancies surveyed reported no measurable impacts
attributable to LRT activity. Locational preferences expressed in
our survey reflected that accessibility to LRT was considered to be
approximately equivalent for hotels and office buildings within a
few blocks of the 5th Avenue Station. The following is a list of
land uses completed or being completed with a "C" Street frontage
from 1580 to 1981:

Date of

Address: Use: Name: Construction
600 W. Broadway 660,000 SF America Plaza Under

0ffice/Retail Plaza Construction
550 W, "c» St, 384,500 SF CCEF 1990

office/Retail Corp. Ctr. .
Gh44 M. vCY St. 29,547 SF Columbia 1985/86

Qffice Bldg. Court
400-442 W, 360,000 SF Emerald Shapery Center 1990
8roadway Office Bldg.

430 Room Hotel
300 nc St. 13,200 SF Part of 1988

Retail US Grent

Hotel
702-748 "Cv st, 9,000 SF Pert of 1982

Retail Imperial

Bank Complex
1040 8th Ave. 32,000 SF Bank of Commerce 1982

Bank/Office
Total: 1,488,247 SF
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