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AGENDA
ADJOURNED

JOINT CITY COUNCIL &
PLANNING COMMISSION MEETING

CITY HALL COUNCIL CHAMBERS
520 J Street

Los Banos, California
www.losbanos.org

TUESDAY, APRIL 27, 2021

In accordance with Executive Orders N-25-20 and N-29-20, with guidance from the California
Department of Public Health, and in order to minimize the spread of the COVID-19 virus, the City

Hall Council Chambers will be closed to the public during this Adjourned Joint City Council &
Planning Commission Meeting. The following alternatives are available to members of the public

who wish to watch the meeting and/or provide comments to the City Council and Planning
Commission before and during the meeting.

AudioNideo Broadcast: This Adjourned Joint City Council & Planning Commission meeting can be
accessed in real time from your computer, tablet, or smartphone on YouTube at the following link:
https:/Iwww.youtube.com/channel/UC3sy5 sIYr3447mZsrgI5Tg.

Public Comment: If you wish to make either a general public comment for items not on the agenda
and under the jurisdiction of the City Councilor Planning Commission or to comment on a specific
agenda item, please submit your comments via email.preferablyinadvanceofthemeeting.by 5:30
p.m. on the day of the meeting. If your comment is related to an agenda item, please reference the
agenda item you are commenting on and submit your comments to the Planning Commission
Secretary at planningcommission@losbanos.org. Your comments will be placed into the record for
the meeting. To be read into the record, your email subject line must include "Public Comment 
Not on the Agenda" or "Public Comment - Agenda item #[insert item #]".

If you require special assistance to attend or participate in this meeting, please call the
Community &Economic Development Department at (209) 827-7000 extension 2433

at least 48 hours prior to the meeting.

The City of Los Banos complies with the Americans with Disabilities Act (ADA) of 1990,
* * * * * * * ** * * * * * * *

Si requiere asistencia especial para atender 0 participar en esta junta por favor lIame a la oficina
de la Secretaria del Departamento de Planificacion al (209) 827-7000 extension 2433

a 10 menos de 48 horas previas de la junta.
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Any writings or documents provided to a majority of the City Council and Planning Commission
regarding any item on this agenda will be made available for public inspection at the meeting

and in the Community & Economic Development Department's office located
at City Hall, 520 J Street, Los Banos, California

during normal business hours. In addition, such writings and documents may be posted
on the City's website at www.losbanos.org.
***********

Cualquier escritura 0 los documentos proporcionaron a una mayoria del
Ayuntamiento y Comisi6n de Planificaci6n

con respecto a cualquier articulo en este orden del dia sera hecho disponible para la
inspecci6n publica en la reuni6n y en la oficina del

Departamento de Comunidad y Desarrollo Economico del City Hall, 520 J Street, Los Banos, California
durante horas de oficina normales. A demas, tales escrituras y los documentos

pueden ser anunciados en el website de la Ciudad en www.losbanos.org.

1. CALL TO ORDER

A. City Council

B. Planning Commission

5:30 PM

2. PLEDGE OF ALLEGIANCE

3. ROLL CALL

A. City Council Members

Jones _, Lambert _' Lewis _, Llamas _, Mayor Faria _

B. Planning Commission Members

Cates _, Perrecone _' Reyes _, Robinson _, Uhley_

4. CONSIDERATION OF APPROVAL OF AGENDA

A. City Council

B. Planning Commission

Recommendation: Approve the agenda as submitted

5. PUBLIC FORUM: Members of the public may address the City Council & Planning
Commission on any item of public interest that is within the jurisdiction of the City
Council & Planning Commission, including agenda and non-agenda items. No
action will be taken on non-agenda items. Speakers are limited to a five (5) minute
presentation.

6. CONDUCT A JOINT WORKSHOP REGARDING THE GENERAL PLAN LAND
USE ELEMENT AND BUSINESS PARK MASTER PLAN

Recommendation: Informational item only, no action to be taken

7. ADJOURNMENT
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A. City Council

B. Planning Commission

I hereby certify under penalty of perjury under the laws of the State of California that the foregoing agenda was
posted on the City Hall bulletin board t less than 72 hours prior to the meeting.

Sa Dated this 2200 day of April 2021
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MEMORANDUM

DATE

TO

FROM

SUBJECT

April 27, 2021

Los Banos City Council and Planning Commission

PlaceWorks

City Council/Planning Commission Study Session: General Plan Land Use Map and Business
Park projections

This memorandum is intended to help the City Council and Planning Commission prepare for the
April 27 study session to review proposed changes to the General Plan land use map as part of the
overall General Plan Update. It summarizes stakeholder input received to date on the land use
map. It also summarizes the findings of a market study assessing the feasibility of future business
park development in and near Los Banos. It includes the following attachments to support the
information provided in this memo:

• Attachment A: adopted General Plan 2030 land use map

• Attachment B: proposed General Plan 2040 land use map

• Attachment C: proposed General Plan 2040 land use map with proposed changes
outlined

• Attachment D: April 8, 2021 Stakeholder meeting summary

• Attachment E: April 19, 2021 Community Workshop meeting summary

• Attachment F: Business Park Case Study and Competitiveness Analysis

GENERAL PLAN LAND USE MAP CHANGES

The updated General Plan land use map carries forward the majority of existing designations and
does not represent a significant change to the City's overall land use vision, which is shown on the
existing General Plan 2030 land use map in Attachment A. The land use map envisions the following
structure for Los Banos:

• The core of downtown would remain Mixed Use.

• Commercial uses are concentrated along both sides of Pacheco Road and Mercy Springs
Road.

• Important Industrial and Employment Park nodes are located southeast of the
intersection of Pacheco Boulevard and Ward Road, in the northwest part of the city
around the intersection of Wilmott and H Street and the existing airport site.

• The western entrance to the city would extend the Pacheco Road commercial corridor,
with Employment Park and Professional Office uses to the south and Employment Park,
Medium Density Residential and Low Denisty Residential uses to the north.

1625 Shattuck Avenue, Suite 300 I Berkeley, California 94709 I 510.848.3815 I PlaceWorks.com



~ PlACEWORKS

• Remaining land outside of these job growth areas and within the Urban Growth

Boundary is designated for residential uses, including Low Density Residential and

Medium Density Residential. Civic/Institutional and Park uses are designated for existing
and new residential areas.

Land Use Map Implications

The revised land use map carries forward the following big-picture goals of the adopted General Plan
2030. Staff is seeking Planning Commission and City Council reaction to these concepts.

• Relocation of the Airport to a site outside of the Planning Area.

• Relocation of the hospital west of Los Banos Creek.

• Job/housing balance by adding jobs in Employment Park/Industrial designations on the west
side of town.

• Provide locations for future school sites integrated into new neighborhoods so students can
safely walk to school, in coordination with the Los Banos Unified School District.

• Continue to plan for a future SR 152 bypass north of town. Within this designation, farming
activities would be allowed to continue, but new structures, including in support of
agricultural operations, would not be allowed, in order to keep the land clear for a possible
future bypass.

The updated General Plan 2040 land use map is provided as Attachment B. Staff-proposed changes

to specific parcels on the map outlined in magenta on the map in Attachment C. These changes
are primarily intended to bring the land use map into consistency with existing development and
proposed projects. Staff recommends:

• Expanding Mixed Use designations southeast along J Street between Seventh Street and
Pacheco Boulevard to provide additional flexibility to allow existing uses to remain, and

to create opportunities for new projects as anticipated in the Downtown Strategic Plan.

In addition to this map change, the allowed density range for residential projects in the
Mixed Use designation (which is not applied outside of the Downtown) would increase
from the current maximum of 18 dwelling units per acre to a maximum of 30 dwelling
units per acre (not including State density bonus requirements).

• Expanding Industrial designations along the north side of Pacheco Road within the
"peninsula" of the City limits east of the San Luis Canal (around AmeriGas).

• Designating sites along Overland Avenue, Mercy Springs Road, San Luis Street, and Santa
Rita Avenue for High Density Residential to ensure the City has sites available to meet
future demand for multifamily residential.

• Adding scattered Commercial designations along and near Pacheco Boulevard to serve
both residents, visitors, and the surrounding region.

• Adding Civic/Institutional designations on scattered sites to more accurately reflect the
location and extent of existing uses including the cemetery, schools, and public facilities.

April 27, 2021 I Page 2



~ PlACEWORKS

Public Input on Proposed Land Use Map Changes

PlaceWorks and City staff have held the following recent meetings to gather input on the General
Plan Update.

Date Meeting Type Topic

April 6, 2021 Grassland Irrigation
District one-on-one
meeting-------------"'-------

Sphere of Influence, Urban Growth
Boundary, and potential land use changes

April 8, 2021

April 13, 2021

April 19, 2021

Stakeholder Meeting
(by invitation)

Los Banos Unified School
District one-on-one
meeting

Community Workshop

General Plan land use map

General Plan implications for future
elementary through high school needs in Los
Banos

General Plan overview

At these meetings, stakeholders have offered the following input. Please see Attachments D and E
for more detail.

• Grassland Irrigation District, the Central California Irrigation District (CClD), and the
Merced County Farm Bureau have all expressed significant concerns about the potential
expansion of the City's Urban Growth Boundary and Sphere of Influence, as well as
extending urban designations to the north or east of existing development.

o Grassland Irrigation District is particularly concerned about potential negative
impacts to important wetland habitats, migratory birds, and significant
investments that federal, State, and nonprofit partners have made in habitat
preservation in the areas immediately north, east, and southeast of Los Banos.

o CCiD has expressed concerns about negative impacts to groundwater supply and
quality and impacts to drainage facilities owned and operated by CCiD from
runoff from expanded urbanization. CCiD also expressed concerns about the
impacts to farmers and growers from City expansion and requested direct
outreach to farmers.

o Similarly, the Merced County Farm Bureau has raised concerns about the loss of
farmland to development and the need for the City to adopt strong mitigation
measures for agricultural land conversion.

• The Los Banos Unified School District (LBUSD) noted that they are prioritizing
neighborhood schools that all students can walk to safely. They would be concerned
about locating any future schools south of Pioneer Road and asking students to cross
Pioneer Road.

• Workshop participants expressed interest in:
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o Improved transportation options and accessibility throughout Los Banos,
especially bicycle facilities to the College.

o Requirements for addressing environmental justice in the General Plan and how
the City can actually help improve healthier lifestyles for Los Banos residents.

o Moving truck traffic off of Pacheco Road and to Pioneer Road.
o More affordable and low-income housing.
o Maintaining and expanding access to health care and a hospital in Los Banos.

In addition to the meetings outlined above, staff is working to set up one-on-one meetings with
CCiD and the Farm Bureau in May 2021 to discuss the interests and concerns of these stakeholders
prior to publishing the Draft General Plan this summer. Staff will continue to keep the Planning
Commission and City Council informed of stakeholder input into the General Plan process.

BUSINESS PARK FEASIBILITY

As part of the General Plan Update, the consultant team economist, BAE Urban Economics (BAE),
completed a study to analyze the potential for the City of Los Banos to pursue development of a
business park at or near the interchange of Interstate 5 and State Route 152. The report provides
a case study of the West Patterson Business Park (WPBP), estimates demand and capacity for
business park development within the regional market, and assesses Los Banos's competitive
attributes to attract future business park development. The full study is attached to this memo as
Attachment F, Business Park Case Study and Competitiveness Analysis.

The main driver for business park development in the region is the rapid expansion of online
retailing and the evolution of the logistics industry. The primary market extends from Patterson to
Stockton and encompasses Tracy, Lathrop, and Manteca as the communities with best access to
the Port of Oakland via 1-205 and 1-580. Within this primary market area, Tracy and Stockton are
dominant players with robust labor forces, ample land for development, and additional rail and air
access.

BAE research indicates that the region has existing development capacity of 71 to 89 million square
feet for business park development. Demand is difficult to accurately project given the rapid
changes occurring in the e-commerce industry. Although the e-commerce market is not the only
driver of industrial demand in the region, it is an important one. BAE estimates that demand for
new industrial space could range anywhere from 55 million square feet to 108 million square feet.
Therefore, the existing capacity for industrial development within the region is already relatively
well-matched to projected demand. Moreover, it would be difficult for Los Banos to overcome the
competitive advantages of other cities in the region who are closer to major transportation
infrastructure and offer a larger existing labor pool. In order to out-compete these cities, Los Banos
would need to make significant up-front investments in infrastructure that would be very costly for
the City and would not guarantee successful recruitment of industrial users.
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Instead, the report concludes that the City's most effective investment may be in capturing

industrial demand from users more closely tied to the existing area economy, such as agricultural

producers and value-added processors. These businesses are not distribution oriented, do not

require locations at 1-5, and would be more likely to able to be accommodated on the sites

designated Employment Park and Industrial in the western part of the General Plan planning area,

which can accommodate a flexible range of users. Based on the conclusions of this study, staff

recommends maintaining the Employment Park and Industrial designations as shown on the

proposed land use map. Staff does not recommend that the updated land use map show

Employment Park or Industrial designations any west, closer to 1-5.

REQUESTED DISCUSSION

Staff is seeking direction and feedback on the proposed changes to the Land Use Map and the
implications of the Business Park study. Please consider:

Any comments or suggested changes to the proposed General Plan 2040 land use map?

Any comments or suggested changes to the implications of the land use map and the continuation of
these big-picture goals of the existing General Plan?

• Relocation of the Airport to a site outside of the Planning Area.

• Relocation of the hospital west of Los Banos Creek.

• Job/housing balance by adding jobs in Employment Park/Industrial designations on the west
side of town.

• Provide locations for future school sites integrated into new neighborhoods so students can
safely walk to school, in coordination with the Los Banos Unified School District.

• Continue to plan for a future SR 152 bypass north of town. Within this designation, farming
activities would be allowed to continue, but new structures, including in support of
agricultural operations, would not be allowed, in order to keep the land clear for a possible
future bypass.

Any comments or suggested changes to the staff recommended response to the Business Park study
to keep Employment Park and Industrial designations as shown and not to plan for a new business
park area at or near 1-5?

April 27, 2021 I Page 5
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LOS BANOS GENERAL PLAN 2040
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MEMORANDUM

DATE

TO

FROM

SUBJECT

April 13, 2021

Stacy Souza, Community and Economic Development Director
City of Los Banos

Joanna Jansen, Principal
PlaceWorks

General Plan 2040 Stakeholder Meeting 1 Discussion Notes

Discussion notes

Q: Is the current general plan going to be the basis oftoday's discussion?

R: Yes, there is currently a General Plan in place and the City is required by law to have

one. This is basis from which we started the update process. We have made some

changes to the Land Use map which we are discussing today.

Q: Is there going to be a vote on these changes? What is purpose oftoday's meeting?

R: We are gathering input and feedback on these changes. We are not seeking a vote on

changes. Ultimately, any changes to the land use map or General Plan will be adopted

by the City Council.

Q: At a previous meeting, City had proposed a new area to be part of the City that is different

than what was originally shown. Is this going to be shown as part oftoday's discussion? Also, is

this going on YouTube? Is this being recorded?

R: This meeting is not being shown on YouTube nor is it being recorded. This is a focus

group meeting with stakeholders. We will post a summary ofthe meeting on the

website of our notes.

Regarding boundary changes, staff first will be analyzing those boundary changes and

we will not be discussing those changes today. We will be focusing on discussing just the

land use changes for the 2040 General Plan.

Q: How can I get on the mailing list to remain informed of future meetings?

R: You can go to our website at http://losbanos2040.org to sign up for our mailing list.

You can also email c1au@placeworks.com to ask to be added to the mailing list.
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Q: I have a lot on J street, believe I have a R-3 lot. As part of your cleanup, are you changing R-3

to R-l, or other changes?

R: On J Street, we are changing to mixed-use to provide people with flexibility, but can

also discuss more offline.

Q (in chat): Would a church and daycare be allowed in the Mixed Use District?

R: Churches and daycare centers are allowed within the mixed use designation.

Q: Do areas marked for the SR-152 bypass corridor have a specific LU designation? Additionally,

for the area to the east by the junction of Pacheco Road and the bypass, is there a land use

designation there too?

R: The bypass designation is intended to preserve undeveloped land and avoid

construction that would be a barrier to a future bypass. For the junction area to the

east, we are proposing industrial designations to be consistent with uses that are

currently located there.

Q: What are appropriate uses for the bypass?

R: It is intended only for the bypass. If there is farming there today, we would want to

preserve that as open space. The City would not support construction of structures

within the bypass designation. However, note that much of the land in the bypass

designation is currently outside of City limits and therefore under the jurisdiction of

Merced County.

Comment: Land to the south of the bypass junction is owned by the California Department of

Fish and Wildlife. Grassland Water District would oppose land use changes or development east

of San Luis Canal.

Q: For the Snowgoose project, is the zoning going to change from R-l to R-3?

R: Staff is proposing to change the land use designation for this project site to High

Density Residential.

Q: Is there any information we can find about how many people are relocating to as well as

leaving Los Banos?

R: Most of the demographic information used in the General Plan Update comes from

projections done by the Merced Council of Governments (MCAG). They have not

updated projections since COVID started. Since the General Plan plans for a 20-year

timespan, many other long-term factors in addition to COVID will influence events and
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conditions, so we do not expect to see drastic changes to these original projections. We

have looked at residential and job growth, and our City Council has stressed to us the

importance of job growth.

Q: Following up on development in the bypass area -If someone were to farm in that area, then

they would be allowed to continue, but ifthey requested to build a barn or shop, would their

request be denied? Or would they be allowed to continue to improve the ground as they deem

necessary?

R: Most of the areas designated bypass are outside of the City limit, so the City does not

have authority to permit or deny barns and related structures. Right now, we are only

aware of one parcel that is within City limits, currently used for farming, and designated

bypass. The City would not permit construction of a barn or other structures within any

portion of the parcel designated bypass.

Comment: Land along Badger Flat Road is prime farming land and is designated as yellow

(residential development). The Central California Irrigation District (COD) is concerned about the

farmers there in the future, who are planning to continue farming. We want to make sure that

whatever happens there will not impact the farmers. We want to make sure prior agreements

on boundaries remain intact even as City staff changes.

R: The General Plan is looking out to the future to gUide development and establish

policies and a plan that is intended to be adhered to by staff and elected officials who

come after staff changes. The General Plan also includes policies to preserve agricultural

land as in important part of our local heritage and local economy.

Comment: CCID is also concerned about the impacts of new development on existing canals.

Subdivisions will generate added discharge which could impact drainage capacity of COD canals.

Additionally, City growth will impact groundwater resources with additional demand for

pumping and water supply.

R: We will continue to coordinate and communicate with various water and irrigation

districts to analyze and understand potential impacts on water supply, water quality,

and drainage. The environmental impact report (EIR) on the General Plan is required to

look at these issues.

Q: Does the proposed General Plan anticipate the relocation of the airport?

R: The 2030 plan was the first time the City contemplated airport relocation and that is

something we are carrying forward into this plan. We are still in the stage of

contemplating the relocation of the airport. We imagine the existing airport location
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could become an employment park. We are still talking with the Federal Aviation

Administration (FAA); airport relocation is a very complex and long-term project, but we

are still planning on it.

Q: Will the 2040 General Plan identify a new location for the airport or just address relocation in

a more general sense?

R: We are addressing it in a more general sense. We will include policies that support

relocation. We are planning for the future location to be outside of our planning

boundaries. The 2040 General Plan will not identify an alternative airport location.

Q: How many acres of farmland would be lost to development?

R: We have not completed that analysis yet; that is a required part of the EIR on the

General Plan, but first we have to arrive at a revised land use map to analyze. The

General Plan includes policies to support and preserve agriculture and these will be

carried forward. The City Council has expressed the importance of agriculture to the

City. We will be discussions potential mitigation tools for the loss of agriculture, looking

at examples from other local cities and Merced County.

Q: There is a lot of agriculture outside of the City limits that is designated for residential

development on the land use map. Is this a proposed change under the 2040 update?

R: The only changes proposed on this draft of the land use map are within City limits.

The City only has control over what is within the City limits. The City does look outside of

its limits to study and plan for future growth, so the land use map shows designations

outside of City limits. However, any proposed development outside of the City limits

would either require annexation to the City or would happen under the jurisdiction of

Merced County. The County would consult the City for areas outside the City Limits but
within the sphere of influence (Sal).

Comment: It is good to hear the City say there will be agriculture mitigation. In the past, the City

Council has been concerned that developers will not work in Los Banos if the City adopts

agricultural mitigation requirements. We look forward to continuing this discussion.

Q: Regarding the gray areas in the "panhandle" of the City limits that stretches east along 152,

where there is an AmeriGas, have the existing industrial uses extended beyond those parcels,

and is that why the City changing those uses to industrial?

R: The designation change is proposed in order to utilize those properties for potential

employment-generating uses, and since that is already a pocket of existing industrial

uses, we want to be able to utilize that area.
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Comment: The existing facilities in that area are very small. Future industrial or job-generating

development should be moved to the west side of town. This area is important habitat area and

should be preserved.
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MEMORANDUM

DATE Apnl 2~ 2021

TO City of Los Banos

FROM Joanna Jansen, Principal, PlaceWorks

SUBJECT General Plan Update April 19, 2021 Communty Workshop Public Input Summary

On April 19, 2021, the City of Los Banos hosted a virtual community workshop on the General
Plan Update from 5:30 to 7:00 PM. Approximately 31 members of the public and representatives
of local agencies and organizations attended the meeting, held via Zoom. Spanish translation was
available. The meeting presentation and recording are available at www.losbanos2040.org.

The meeting began with a welcome from Community Development Director Stacy Souza Elms.
Consultant Joanna Jansen, a Principal with PlaceWorks, delivered a presentation explaining what
a General Plan is, giving an overview of General Plan contents and requirements, and outlining
next steps in the update process. The majority of the meeting time was used for questions and
comments from the audience. This memo summarizes public input received at the workshop.

• Participants representing the Central California Irrigation District (CClD) stressed that the

City has a role as a Groundwater Sustainability Agency to meet the goals of the

Sustainable Groundwater Management Act to address groundwater overdraft, mitigate

groundwater pollution, and achieve groundwater sustainability. Planning efforts should

include close coordination with CCiD because the City uses CCiD facilities for stormwater

drainage and groundwater recharge.

• CCiD representatives expressed concern about impacts to agricultural operations from

land use changes and expressed that farmers around Los Banos are interested in being

able to continue to farm, including through tools such as permanent agricultural

easements. The land around the City is some of the most prime farmland in the state due

to soil classifications and water rights, especially along the Los Banos Creek corridor. The

value of this land for growing food and fiber is irreplaceable.

• CCiD expressed desire to see better outreach by the City to farmers and the agricultural

community with approaches that do not rely on digital outreach and can include mailers

PLACEWORKS.COM • Orange County • Bay Area· Los Angeles • Sacramento • Central roast· Inland Empire • San Diego
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and newsletters that offer multilingual support. The City should make an extra effort to

reach out to farmers and growers, who are struggling due to Covid and often work long

days with little opportunity to be aware of or attend meetings.

• Participants would like to see the General Plan improve transportation options and

accessibility throughout Los Banos, especially on back roads and Henry Miller Avenue, as

well as bicycle facilities to the College and to other areas.

• Participants were curious about the data on public health and pollution included in the

presentation. They were interested to understand State requirements to address

environmental justice in the General Plan and what the City can do to change unhealthy

eating habit or lifestyles.

• Participants stated that Los Banos needs more affordable and low-income housing.

• Participants want to ensure that Los Banos maintains and expands access to a hospital in

town.

• Participants asked how the General Plan will be implemented and when more detailed

planning for new development areas will occur.

• Participants inquired about the population and job growth projections that are being

used in the General Plan.

• Participants asked about PlaceWorks' role in downtown revitalization efforts.
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R DUe ION

This report is intended for incorporation into the Los Banos Business Park Study. The purpose

of the study is to evaluate the potential demand for space within a potential business park

development in Los Banos. This research was conducted in coordination currently under way

to update the City of Los Banos General Plan, including the Land Use Element. The intent is to

provide information that the City may need to make informed decisions regarding the

designation of land for business park development and subsequent investments in

infrastructure that would be necessary to make business park development possible. The

findings summarized here generally apply to the City of Los Banos as a whole. Where

appropriate, the analysis also considers the extent to which these findings apply to the area

currently under consideration for potential large-scale business park development near the

Interstate 5 (1-5) and State Route 152 interchange.

This study summarizes the findings of case study research regarding the history and current

competitive positioning of the West Patterson Business Park (WPBP), which is the nearest

example to Los Banos of a successful warehouse and distribution-oriented business park

along Interstate-5 (1-5). In addition to the case study research, the regional competitiveness

assessment aims to provide a better understanding of how the City of Los Banos is positioned

within the broader regional market for warehouse and distribution-oriented business park

development,l recognizing the competitive strengths and weaknesses of other regional

players and Los Banos' own competitive attributes. This primarily includes evaluation of

communities within the region that already host large business parks and warehouse and

distribution centers, including the cities of Patterson, Tracy, Lathrop, Manteca, and Stockton.

The conclusion of this analysis also projects long-term regional demand for business park

development, with a focus on the warehouse and logistics sector, and compares the projected

future demand with the development capacity currently remaining within the region.

Summary of Key Findings
The following is a brief summary of the key findings of this research.

Patterson Business Park case Study
According to master plan documents for West Patterson Business Park (WPBP) and the

associated Expansion Project, the total development capacity of the City of Patterson's

business parks increased to nearly 22.7 million square feet. This includes capacity for

1 For the purposes of this research the regional real estate market for warehouse and distribution users is assumed
to extend along the Interstate 5 (1-5) and Interstate 580 (1-580) corridor through the counties of Stanislaus and San
Joaquin, including the communities of Los Banos, Patterson, Tracy, Lathrop, Manteca, and Stockton. This definition
was confirmed through interviews with real estate brokers who are currently active in the regional market for
business park and warehouse and distribution space.
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approximately 15.7 million square feet of light industrial development, 5.1 million square feet

of business park development, and 1.9 million square feet of commercial uses.

According to brokers, there is approximately 5.25 million square feet of developed warehouse

and distribution space and approximately 175,000 square feet of developed industrial flex

space within Patterson's business parks. There is currently only one vacancy, which translates

to a vacancy rate of approximately 12 percent. Key tenants include Amazon, CVS Pharmacy,

Kohls, Grainger, Platt, and Restoration Hardware. These are notably all large-scale warehouse

and distribution facilities.

The most recent development to occur in the WPBP and Expansion Project area is construction

of the 712,130 square foot Pacific Distribution Center in 2017 by Keystone Development.

Keystone indicates that the company began actively soliciting interest from prospective

tenants as early as 2015, with the firm electing to develop the property on a speculative basis

in 2017. To date, there has been only one instance where a prospective tenant conducted an

in-person tour of the site/facility and as of this writing, the property remains vacant. In August

2018 the property was sold to Westcore Properties of Raleigh, North Carolina, for $53.75

million. It is BAE's understanding that Westcore has not identified a tenant for the property.

City of Patterson staff indicate that they expect to receive an application for a new

development project in the WPBP area within the coming weeks. While unable to say who the

prospective tenant might be, they indicated that it would be a departure from the warehouse

and distribution type users. There is some rumor that it is a research and development use of

some kind.

Key Elements to Patterson's Success

According to representatives from the City of Patterson, some of the key elements to the

successful development of the WPBP and the Expansion Project include:

Sites of adequate size/configuration;

Comparatively cheap land;

Comparatively low municipal fees;

Business friendly government;

Adequate and educated workforce;

A good location on 1-5; and

High quality design gUidelines.

Stakeholders indicate that the City of Patterson is one of the least expensive places to develop

industrial space in the region, with land costs of around $3.50 to $5.00 per building square

foot and all-in municipal fee costs of $3.50 per building square foot. This is compared to

Stockton and Lathrop which have land costs of around $6.00 to $7.00 per building square

foot and fee costs of up to $6.50 per building square foot. City of Patterson staff also indicate
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that due to expediated processing and CEQA streamlining, the City of Patterson can provide

approvals in as little as 30 days from the receipt of a development application.

Regional Competitiveness Assessment
According to the real estate brokers and developer representatives interviewed for this

research, the main driver of demand for business park development in the region is the rapid

expansion of online retailing, as well as related adjustments in the broader logistics industry,

and proximity to the Port of Oakland along Interstate 205 (1-205) and Interstate 580 (1-580).

As noted earlier, the primary user of business spark space in Patterson is the warehouse and

distribution sector (i.e., the warehousing and logistics divisions of large companies, including

both online only retailers like Amazon and store-based retailers like Restoration Hardware).

Scope of the Regional Market

The primary regional market for warehouse and distribution uses extends from the City of

Patterson to the City of Stockton. The market area also includes the cities of Tracy, Lathrop,

and Manteca. According to brokers, these communities represent the core of the warehouse

and distribution market in the Central Valley. Other lesser players in the industry also include

West Sacramento, Modesto, Fresno, Visalia, and Bakersfield; though the drivers of demand in

those secondary markets differ from those that drive demand for new business park and

industrial space in the greater San Joaquin County and Stanislaus County market. Los Banos

is currently located outside of the primary market area for warehouse and distribution uses,

nor is it active in the secondary market along with neighboring cities like Modesto and Fresno.

One questions this report addresses is whether, or how, the City of Los Banos can

competitively position itself within these two markets for warehouse and distribution uses.

Due to its location along 1-205 and 1-580, the City of Tracy is the current leader in the regional

warehouse and distribution-oriented business park market. Tracy is the nearest to the Port of

Oakland and features a robust labor force and ample land for development. The second major

player in the market is the City of Stockton, which has large amounts of developable land, an

ample workforce, and access to not only the Port of Oakland (via a slightly longer route), but

also the Stockton Metropolitan Airport and the BNSF Intermodal Yard (i.e., heavy rail). While

Stockton also has the Port of Stockton, that facility is primarily used for transportation of bulk

raw materials and agricultural goods, not finished products. The cities of Lathrop and

Manteca, located between the two main players, leverage similar advantages. The City of

Patterson is equidistant from the Port of Oakland with the City of Stockton, and although it

features a much smaller labor force it also has the lowest land and fee costs.

Remaining Development Capacity

According to the research conducted for this study, the region has capacity for a total of up to

113.9 million square feet of industrial development within existing master plans. However,

after accounting to the extent possible for development that has already occurred, as well as
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for projects that are unlikely to move forward, the region has an estimated remaining business

park development capacity of between 71.2 and 89.2 million square feet.

Regional Demand Projections

Given the rapid changes occurring in response to the advent of the e-commerce industry, it is

difficult to accurately project demand for future warehouse and distribution-oriented industrial

development. Discussions with real estate brokers indicated that a method based on regional

or statewide population growth may best reflect the reasonably foreseeable growth in

consumer demand, but must also account for anticipated near-term gains in e-commerce

market share. To do this, BAE combined statewide population growth projections with 2016

taxable sales data to estimate the total taxable sales generated by California consumers

through 2040. BAE then calculated the portion of the 2018 taxable sales that can be

attributed to e-commerce based on current and anticipated future market share. BAE then

applied the resulting growth rates to the current inventory of industrial space in the current

market, recognizing that future demand will track closely with consumer demand.

Based on conversations with regional real estate brokers, it remains unclear exactly how much

of the regional industrial real estate market is driven bye-commerce. Assuming that 100

percent of the regional market is e-commerce driven, BAE estimates that the region may

experience demand for up to an additional 108.1 million square feet of industrial development

through 2040. However, if only 50 percent of the market is driven bye-commerce, the region

could experience demand for only around 55.6 million square feet of new industrial demand.

Under the high growth scenario, the current remaining development capacity in the region

would equal between 66 percent and 83 percent of the projected future demand. Under the

low growth scenario, the current remaining development capacity in the region would equal

between 128 percent and 161 percent of the projected future demand.

Based on these findings, BAE recommends that the City of Los Banos does not make

substantial investments in planning for large scale business park development at this time.

Although projected demand under the high growth scenario exceeds the current development

capacity within the region, the more likely reality is that something less than 100 percent of

the market is truly e-commerce driven, as many users in the area are also affiliated with brick

and mortar stores. Sensitivity analysis indicates that if 65 to 80 percent of the market is

driven bye-commerce, the existing planned capacity will almost exactly match projected

demand, which is much more in line with BAE's assessment of the market.

Los Banos does not possess competitive attributes that would position a new large-scale

industrial park in the vicinity of 1-5 and State Route 152 to effectively compete against

established, better positioned business parks elsewhere in the region for a share of

anticipated demand. Therefore, this study concludes that the regional market is likely well

served by the existing planned supply of business park development and that it is unlikely that

Los Banos could capture sufficient demand to offset the cost of infrastructure improvements
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necessary to make large-scale development feasible. Nonetheless, the City of Los Banos

should monitor market conditions and should revisit the results of this analysis in the future to

assess opportunities for business park development and other industrial development.
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PAITERSON BUSINESS PARK CASE STUDY
The purpose of the WPBP Case study, summarized here, is to identify the factors contributing

to demand for, and competitiveness of, new business park and related development in

Patterson. Given its proximity of the City of Los Banos, the WPBP is often cited as the nearest

example of a successful business park development and one which many in the City of Los

Banos would like to emulate. Recognizing this objective, this research focuses on

understanding the industry characteristics and site location requirements of businesses and

industrial park users in Patterson, as well as the characteristics of the recently developed

business park facilities that have helped to make Patterson an attractive business location,

including land and infrastructure costs. To do this, BAE reviewed the two relevant business

park master plans,2 spoke with property owners, City staff, and real estate brokers

knowledgeable regarding the Patterson business park and its history. For a map illustrating

the City of Patterson and the location and size of its two business parks, please see Figure 1.

Planning a Business Park
The story of business park development in Patterson begins with Stanislaus County, which

retained EDAW in 1999 to evaluate feasibility of industrial and/or business park development

at five different locations in the western county along 1-5. The study concluded that the best

available site was located within the City of Patterson between Sperry Avenue and the 1-5

interchange. Preparation of the West Patterson Business Park Master Development Plan

began with a series of stakeholder meetings, including representatives from both the City of

Patterson and Stanislaus County, as well as local property owners. The Master Plan was

designed to acknowledge the current planning frameworks in both jurisdictions to guide

necessary updates to the City of Patterson and Stanislaus County General Plans,3 as well as

infrastructure master plans for water, wastewater, and storm drainage. 4 Concurrent with

preparation of the Master Plan, Patterson established a Mello-Roos financing district to

facilitate financing of necessary infrastructure improvements. The City of Patterson also

commissioned an absorption study from The Meyers Group that evaluated market demand

and quantified the anticipated rate of absorption. 5

2 These include the West Patterson Business Park Master Development Plan, completed in 2003, and the Arambel
Business Park KDN Retail Center and Business Park Master Development Plan which is also known as the West
Patterson Business Park Expansion Project, completed in 2012.
3 City of Patterson and Stanislaus County. (January and April, 2003). The West Patterson Business Park Master
Development Plan. Retrieved from: https:/Iwww.ci.patterson.ca.us/DocumentCenter/ View/305/West-Patterson
Business-Park-Master-Plan-PDF
4 At the time that the West Patterson Business Park Master Plan was prepared, the Stanislaus County General Plan
was last updated in 1987 and the City of Patterson General Plan was last updated in 1992. Concurrent with the
General Plan Update, the City of Patterson also prepared and adopted master plans for water supply, wastewater,
and storm drainage. Thus, preparation of the Master Plan necessitated updates to these and other important
planning documents.
5 The absorption study concluded that the City could anticipate up to 100,000 square feet of light industrial
development per year, which equals approximately 11 acres based on the assumed FAR.
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Figure 1: West Patterson Business Park and Expansion Project, City of Patterson

'I

Sources; U.s. Census Bureau, TIGER, 2018; GDR Engineering, Inc., 2012; BAE, 2019.1.50.5
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One of the key factors resulting in the decision to move forward with planning for the business

park was clearly stated interest by the Keystone Corporation in developing a portion of the

project. As described below, the WPBP covers 814 acres along Sperry Avenue at the 1-5

interchange. Concurrent with preparation of the Master Plan, the Keystone Corporation

acquired 223 acres within the planned business park area. The Keystone project

subsequently functioned as the primary catalyst for establishment of the WPBP.

Business Park Characteristics
The West Patterson Business Park Master Development Plan covers 814 acres on the west

side of the City of Patterson, on both sides of Sperry Avenue, just east of the 1-5 interchange.

At the time that the Master Plan was prepared, the area was primarily under agricultural

cultivation. The Patterson Airport was located near the center of the Plan Area, with an

existing CaIFire/CDF fire station occupying around eight acres on Sperry Avenue.

Constraints to Development

Major constraints to development of the Plan Area included the presence of the California

Aqueduct and the Delta Mendota Canal, as well as a number of bridges crossing those State

waterways. Other constraints included the presence of "prime" agricultural lands and lands

subject to Williamson Act contracts. The Plan Area also contained the Patterson Airport, which

was an unpaved general aviation facility; thus, the area was also subject to Airport

Compatibility Zones which limited land uses, density, and building heights in the area. The

airport has since been decommissioned. There were also concerns regarding land use

compatibility with existing and planned residential development east of Baldwin Road.

The 1-5/SperryAvenue Interchange

Another important constraint to full buildout of the business park is the capacity of the 1-5 and

Sperry Avenue interchange. Just prior to adoption of the Master Plan in 2003, Caltrans

initiated a study to evaluate alternatives for improvements to the interchange that would

accommodate anticipated future growth. The City of Patterson is currently working to

implement an interim solution that involves stop signs at the bottoms of each off ramp to

ensure that through traffic on Sperry Avenue has the opportunity to enter the intersection. In

the meantime, Patterson is working with Caltrans to align funding for the preferred solution.

2003 Land Use Plan and Development capacity

According to the 2003 Master Plan, the recommended land use plan for the WPBP includes a

mix of primarily light industrial uses, along with around 34 acres of highway-oriented

commercial between the Delta Mendota Canal and the California Aqueduct. As reported in

Table 1 on the following page, the plan also retained the existing eight acres of civic uses.

Based on the development assumptions used at the time, the 2003 Master Plan indicates that

the WPBP has capacity for development of up to 9.19 million square feet of development.

This includes approximately 4.5 million square feet of light industrial, 4.2 million square feet of
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business park uses, and 473,933 square feet of highway-serving commercial. If developed as

anticipated by the plan, this could generate up to 16,140 jobs.

Business Park Expansion Project
Due to the perceived success of the original development, the City of Patterson adopted the
Arambel Business Park and KDN Retail Center and Business Park Master Plan in 2012, which

is otherwise known as the West Patterson Business Park Expansion Project (WPBPEP or

Expansion Project).6 The main goal of the second Master Plan is to establish an infrastructure

and regulatory framework for expansion of the existing business park in accordance with the

updated 2010 General Plan, establish design guidelines for buildout of the park, and to

establish a financing plan for infrastructure improvements. In addition to the Master Plan

itself, Patterson also prepared updated storm drainage, water, and wastewater plans.

Patterson also formed a new Mello-Roos district to finance necessary infrastructure

improvements in the WPBPEP, in addition to those being separately financed for the eXisting

WPBP.

Constraints to Expansion
The WPBPEP faces many of the same constraints to development as the original WPBP

project. The primary exception is that full buildout of the Expansion Project requires

construction of at least four new bridges over the California Aqueduct and the Delta Mendota

Canal. Completion of these bridges would require large amounts of funding and would be

subject to significant oversight by state water regulators. Due to this constraint, as well as

limited market demand, development in the expansion area has been limited to areas

adjacent to existing developments which did not require construction of new bridges and

related infrastructure. One additional infrastructure concern is sewer capacity. While the area

has significant sewer capacity, the eventual buildout of the business park will necessitate

expansion of the existing system at some point in the future.

Land Use Plan for the 2012 Expansion
In addition to the 814 acres designated for business park and related development under the

2003 Master Development Plan, the Expansion Project designated another 949 gross acres

(881 net acres) for light industrial, business park and commercial uses. Based on the

development assumptions used at the time, the Expansion Project provides capacity for up to

11.2 million square feet of light industrial space, as well as 900,000 square feet of business

park space and 1.4 million square feet of general commercial uses. With approval of the

WPBPEP, the total development capacity of the City of Patterson's business parks increased to

nearly 22.7 million square feet. This includes capacity for approximately 15.7 million square

6 City of Patterson. (August 13, 2012). Arambel Business Park, KDN Retail Center & Business Park Master
Development Plan. (Resolution No. 2012-56). Retrieved from:
http://www.ci.patterson.ca.us/DocumentCenter/View/4673/Arambel-Master-Development-Plan
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feet of light industrial development, 5.1 million square feet of business park development, and

1.9 million square feet of commercial uses.

Table 1: Development Capacity by Land Use Designation, West Patterson Business
Park and the Expansion Project

Zoning Designations (Gross Acres)

West Patterson
Zoning District Business Park

Light Industrial 345
Business Park 402
Comrrercial (a) 34
Public/Civic (b) 33

Total 814

West Patterson
Expans ion Project

675
123
151
n.a.

949

Development Capacity (Gross Square Feet)

West Patterson West Patterson
Zoning District Business Park (c) Expansion Project (d)

Light Industrial 4,508,460 11,174,000
Business Park 4,202,669 900,000
Comrrercial (a) 473,933 1,396,000
Public/Civic (b) n.a. n.a.

Total 9,185,062 13,470,000

Employment Generation (Total Jobs)

West Patterson West Patterson
Zoning District Business Park (c) Expansion Project (e)

Light Industrial 7,310 6,754
Business Park 8,042 1,227
Comrrercial (a) 788 2,112
Public/Civic (b) n.a. n.a.

Total 16,140 10,093

Notes:
(a) The WPBP Master Development Plan includes Highway Commercial, while the WPBPEP includes General
Commercial.
(b) Includes the California Division of Forestry (CDF) fire station, the Caltrans yard, and the former Patterson Airport.
(c) Based on Table 5 of the West Patterson Business Park Master Development Plan.
(d) Based on Figure 8 of the Arambel Business Park, KDN Retail Center and Business Park Master Development Plan.
(e) Based on Table 8 of the Arambel Business Park, KDN Retail Center and Business Park Master Development Plan.

Source: West Patterson Business Park Master Plan, 2003; Arambel Business Park, KDN Retail Center and Business Park
Master Development Plan, 2012; BAE, 2019.

Current Status of the Business Park
To assess the current status of business park development in the City of Patterson, BAE

conducted interviews with City staff, developer representatives, and real estate brokers active

in the industrial and warehouse and distribution sectors in San Joaquin and Stanislaus

Counties. According to materials provided by Keystone Development, a total of approximately

5.25 million square feet of warehouse and distribution space and approximately 175,000

square feet of industrial flex space were completed and occupied, or made ready for

occupancy, within the WPBP and the Extension Project. Meanwhile, CoStar reports that there

is a total of 5.9 million square feet of existing industrial space in the WPBP and Expansion
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Project areas, as well as 51,300 square feet of general retail, 55,350 square feet of

hospitality, and 23,900 square feet of flex space. It is not clear which estimate is more

accurate. Key tenants include Amazon, CVS Pharmacy, Kohls, Grainger, Platt, and Restoration

Hardware. These are notably all large-scale warehouse and distribution facilities. Most of this

development is located within the original WPBP plan area. The Restoration Hardware facility

represents the only development within the Expansion Project plan area with a total of 1.5

million square feet of warehouse and distribution space. There is currently only one vacancy,

as discussed below, which translates to a vacancy rate of approximately 12 percent.

As illustrated in Figure 1, the WPBP area experienced relatively modest development of mostly

general retail and hospitality uses from the late 1990s through 2005. The first major

development occurred in 2006 with construction of 1.22 million square feet of industrial

space and a small amount of industrial flex space in six buildings ranging from 7,000 square

feet to 810,000 square feet. Since 2006, the WPBP area has undergone extensive

development, with projects delivering large amounts of space every two to three years.

Figure 2: Development Trends Over Time, Gross Square Feet, West Patterson
Business Park and the Expansion Project
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The most recent development to occur in the WPBP is construction of the Pacific Distribution

Center in 2017 by Keystone Development. The building is 712,130 square feet in size and is

located on the west side of Baldwin Road near the Amazon Fulfillment Center. Keystone

representative Keith Schneider indicates that the company began actively soliciting interest

from prospective tenants as early as 2015, with the firm electing to develop the property on a

speculative basis in 2017. Mr. Schneider indicates that as of April 2018, he is aware of only

one instance where a prospective tenant conducted an in-person tour of the site/facility. As of

this writing, the property remains vacant. In August 2018 the property was sold to Westcore

Properties of Raleigh, North Carolina, for $53.75 million. According to Peter Mette, Director of

Acquisitions for Westcore, they .....believe the Central Valley industrial market is poised for

prolonged strength...Pacific Distribution Center presented the opportunity to acquire a large

scale, Class A, brand-new industrial building and enhance value through our leasing strategy."?

Conversations with City of Patterson staff indicate that they expect to receive an application for

a new development project in the WPBP area within the coming weeks. While unable to

indicate who the prospective tenant might be, they indicated that it would be a departure from

the warehouse and distribution type users who have largely dominated the park up to this

point. Some mention was made of a possible research and development type use as being a

good candidate for diversification of the business park, though it is not clear whether the new

tenant will fall into the category of research and development, or some other user category.

In terms of benefits to the City of Patterson from the business park development, City staff did

not identify specific benefits that the City has realized, except to note that the new

warehousing and distribution activity has significantly expanded the City's jobs base. For a

separate project, BAE recently examined changes in per capita revenues in cities within eight

Central Valley counties, including Stanislaus, between 1998-1999 and 2016-2017. For the

City of Patterson, data from the State Controller's office indicate that inflation-adjusted per

capita General Fund revenues increased about 70 percent, making it the strongest performing

city in Stanislaus County for the period. This increase appears to be primarily driven by strong

gains in sales tax revenues and to a lesser extent, property tax revenue increases. While BAE

does not have sufficient information to determine the extent to which business park

development contributed to these gains, there is likely a connection. Substantial new

business park development would contribute to increases in assessed value and, if taxable

sales from e-commerce activities are attributed to Patterson's logistics centers, such as the

Amazon Fulfillment Center, this has the potential to generate substantial new sales tax

revenues.

7 Westcore Properties. (October 10, 2018). Westcore Properties Acquires New 712,130-SF Warehouse
Distribution Center in Patterson, California. Available at: IlttPS://www.westcore.net/westcore-properties-acouires
new-712130-st-warehou se-d istribution-center-in-patterso n-ca Iitom ia I
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Key Elements of Patterson's Success
According to representatives from the City of Patterson, some of the key elements to the

successful development of the WPBP and the Expansion Project include:

Sites of adequate size/configuration;8

Comparatively cheap land;

Comparatively low municipal fees;

Business friendly government;

Adequate and educated workforce;

A good location on 1-5; and

High quality design guidelines.

Cost ofBuildable Land
When identifying Patterson's strengths in comparison to other competing communities, staff

primarily referred to the City of Tracy, as well as Lathrop, Manteca, and Stockton. This is

particularly relevant with regard the land costs and municipal fees. According to Dan Davis

with the brokerage firm CBRE, property zoned for warehouse and distribution development in

Patterson is currently priced at between $3.50 and $5.00 per building square foot. This is

notably lower than in Stockton and Lathrop, where land is generally expected to cost between

$6.00 and $7.00 per building square foot. Tracy is notably the most expensive submarket,

with land costs in east Tracy reaching as high as $10 per square foot. Land costs are

unavailable for west Tracy as the area is primarily controlled by Prologis.

MunicipalFee Costs
Mr. Davis also indicates that the all-in up-front fee burden in Patterson is the lowest in the San

Joaquin County and Stanislaus County market, with an all-in fee cost of approximately $3.50
per building square foot. The nearest competitor is Stockton with an all-in fee cost of $6.50
per square foot. City of Patterson staff also acknOWledged that due to the use of two separate

Mello-Roos districts, much of the cost associated with infrastructure development is not being

offset by up-front development impact fees, but is rather being covered through special taxes

that are paid on an ongoing basis and are typically passed through to tenants. This has

generally functioned as an advantage for Patterson, as it makes the City more cost

competitive. Nonetheless, it may be a disadvantage for recruitment of more cost sensitive

tenants, who are less able to absorb ongoing Mello-Roos cost.

Business Friendly Government
In addition to having a comparatively low fee burden compared to other competing locations,

City of Patterson staff also indicate that the City has gone to great lengths to streamline the

8 Excluding parcels less five acres in size, which are better suited to small scale commercial development, the
average parcel size among sites that would be suitable to large scale warehouse and distribution development is
approximately 27.1 acres in the WPBP and 47.6 acres in the Expansion Project area.
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development approval and permitting process. The City of Patterson uses a dedicated Land

Development Committee to review and approve development applications as they are

received. The committee includes key decision makers from all departments. Using this

organizational structure, the City of Patterson can provide full approvals within 30 days of the

proponent's submission of an application. To facilitate this process, the City of Patterson also

leverages the robust CEQA review conducted as part of preparation of the two Master

Development Plans. This allows projects to bypass CEQA review, so long as each project falls

within certain parameters (e.g., project size).

Housingand LaborAvailability

Individuals interviewed for this research, including developer representatives, real estate

brokers, and City staff, all acknowledged that labor availability is a key site location

requirement for all major user categories, particularly warehouse and distribution users. City

of Patterson staff acknowledged that some view a lack of housing in Patterson as a significant

constraint, though efforts are underway to significantly expand the housing stock with a more

diverse assortment of housing types, including apartments, townhomes, and condominiums, in

addition to single-family homes. Staff also acknowledged that many business park users are

drawing labor from surrounding communities, including Modesto, Turlock, and Tracy, which

augments the local labor force. While some of the real estate brokers interviewed by BAE

indicated that some communities in this market area are beginning to reach the limits of their

labor supplies, City of Patterson staff indicated that they have not heard any such complaints.

Also, the City of Patterson has facilitated a partnership between the local school district and

local employers to develop one of the first high school-level training programs for warehouse

and distribution workers.
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The following section summarizes the results of a regional competitiveness assessment. The

purpose of this assessment is to better understand how well the City of Los Banos is

positioned to compete for large scale industrial and business park development. Recognizing
that the warehouse and distribution sector represents the primary user category for

businesses located in the WPBP, this analysis is primarily focused on understanding the

drivers of demand for warehouse and distribution space and identifying the scope and nature

of the market. The analysis also aims to identify the relative positioning of Los Banos within

that market, recognizing the competitive strengths and weaknesses of other regional players

and Los Banos' own competitive attributes. This primarily includes evaluation vis-a-vis

communities that already host large business parks and warehouse and distribution centers.

Lastly, this section projects long-term regional demand for business park development, with a

focus on the warehouse and logistics sector.

Drivers of Demand and the Regional Market
According to the real estate brokers and developer representatives interviewed for this

research, the main driver of demand for business park development in the region is the rapid

expansion of online retailing, as well as related adjustments in the broader logistics industry.
As noted earlier, the primary user of business spark space in Patterson is the warehouse and

distribution sector (i.e., the warehousing and logistics divisions of large companies, including

both online retailers like Amazon and store-based retailers like Restoration Hardware).

Research completed for this study indicates that this same sector is currently the main driver

of nearly all the new business park and industrial development within the combined San

Joaquin County and Stanislaus County region.

According to BAE's research, the regional market for warehouse and distribution uses primarily

extends from the City of Patterson, northwards along 1-5, to the City of Stockton. The market

area also includes the cities of Tracy, Lathrop, and Manteca. According to brokers, these

communities represent the core of the warehouse and distribution market in the Central

Valley. Other lesser players in the industry also include West Sacramento, Modesto, and

Fresno, Visalia, and Bakersfield; though the drivers of demand in secondary markets differ

from those that drive demand in the greater San Joaquin and Stanislaus County market.

San Joaquin/Stanislaus County Market
In the regional market extending from Patterson to Stockton, the primary driver of demand is

proximity to the Port of Oakland via Interstate 205 (1-205) and Interstate 580 (1-580). These

highway corridors represent the most efficient routes for transporting goods via truck out of

the high cost Bay Area and the Oakland port of entry to locations that are cost effective for

large-scale distribution centers. From these locations, companies can then send out smaller

shipments to local distribution centers and/or retail outlets.

13
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OtherSecondaryMarkets
Under current market conditions, brokers indicate that demand for warehouse and distribution

space is driven by two different user types. These include those that serve as logistics hubs

for national and international shipments and those that primarily serve as distribution centers

for shipments headed to regional retail outlets or consumer deliveries. Brokers indicate that

most of the warehouse and distribution space in the San Joaquin/Stanislaus County market is

designed for consolidation and redistribution of shipments from national and international

points of origin. This can also be said for the single Amazon Fulfillment Center located

adjacent to the Sacramento International Airport in Sacramento County to the north.

Other distribution centers located outside of the San Joaquin/Stanislaus County market

primarily serve the needs of their own regional markets. For example, the City of Fresno

recently approved construction of an Amazon Fulfillment Center and an Ulta Beauty

distribution center. While Fresno does feature a large airport facility, real estate brokers

indicate that these warehouses primarily facilitate the distribution of goods to regional retail

outlets and improve the efficiency of consumer deliveries in the greater Fresno area only.

According to Akash Chauhan, Amazon's Vice President of North American Operations, who was

recently interviewed for the Fresno Bee, "there are several factors we consider when deciding

on where to place a new fulfillment center...most importantly, we look to see where we can

improve Prime benefits with faster shipping speeds for customers and where there is a

dedicated workforce that can raise the bar of operational excellence."g Similarly, Ulta Beauty

has at least seven retail locations in the broader region (extending from Modesto to

Bakersfield). Thus, locating in Fresno, where the company has the most outlets, offers a

logistical advantage.

Characteristics of the Regional Industrial Market
Brokers indicate that the industrial real estate market in the counties of San Joaquin and

Stanislaus includes approximately 104.5 million square feet of built space. lO The

communities that make up the bulk of the warehouse and distribution market account for

nearly 75 percent of that total with 77.7 million square feet of industrial space, most of which

is warehouse space. These communities include Tracy, Stockton, Lathrop, Manteca, and

Patterson, and are referred to as the "comparison communities" for the remainder of this

section.

The available data indicate that there is a total of approximately 6.3 million square feet of

vacant industrial space currently available on the market, with 5.25 million square feet in the

comparison communities. This translates to a vacancy rate of 6.0 percent for the regional

9 Sheehan, Tim. (June 02,2017). Amazon bringing 1,500-plusjobs to Fresno with planned warehouse. The Fresno
Bee. Available at: IlttPS:/IWWW.fresnobee.com/news/local(article153979624.htmI
10 CBRE. (Q1, 2019). Central Valley Industrial, Q1, 2019: capital markets sector shines once again. Available at:
https://www.cbre.us/research-and-reports
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industrial market as a whole and 7.0 percent in the comparison communities. According to

CBRE, the elevated vacancy rates in most of these communities are a result of the 10.4 million

square feet of new space that was delivered throughout the region in 2018. Brokers note that

much of the absorption associated with recent leasing activity has not registered in the

statistics due to the time necessary for the buildout of tenant improvements. During the first

quarter of 2019, the most recent period for which data are available, the regional market

absorbed 1.76 million square feet of new industrial space, with 75 percent concentrated in

the comparison communities, particularly in Manteca and Stockton.

The current asking lease rate for industrial space in the region ranges between $0.46 and

$0.50 per square foot, triple-net (NNN). The difference depends on which brokerage firm is

reporting. According to both CBRE and Colliers, industrial space for lease in the City of Tracy

generally commands the highest asking lease rates at up to $0.53 per square foot, NNN.

Meanwhile, Colliers International reports that the regional average asking lease rates for light

industrial and R&D space are up to 50 percent higher than for warehouse space,!1

Competitive PositioningofComparison Communities
The following summarizes information collected for this study regarding the relative

competitive positioning of each of the comparison communities, which brokers indicated were

those that are most active in the regional warehouse and distribution market. Table 2

summarizes the total industrial inventory in San Joaquin County and Stanislaus County, as of

the first quarter of 2019, as reported by CBRE. Table 3 reports the total planned capacity

located within adopted specific plan areas. Note that the figures may differ from those

reported in the text, as a variety of independent sources are cited for this research.

Table 2: Industrial Real Estate Market Conditions Summary, Q1 2019

Net Vacancy Q12019 Lease
Community Leasable Total Rate Absorption Rates
Ceres 1,002,916 0 0.0% 0 n.a.
Lathrop 11,378,249 398,239 3.5% 0 n.a.
Lodi 5,022,823 0 0.0% 0 n.a.
fv'anteca 5,662,857 152,897 2.7% 863,342 $0.48
fI/odesto 18,293,476 969,554 5.3% 446,000 $0.44
Oakdale 888,162 0 0.0% 0 n.a.
Patterson 5,828,183 711,038 12.2% 0 n.a.
Stockton 34,645,578 2,390,545 6.9% 457,360 $0.44
Tracy 20,223,978 1,597,694 7.9% (2,580) $0.46
Turlock 1,795,028 0 0.0% 0 n.a.
Total,AII 104,741,250 6,284,475 6.0% 1,764,122 $0.46

Comparison
Communities 77,738,845 5,250,413 6.8% 1,318,122

Sources: CBRE, 2019; BAE, 2019.

11 Colliers International. (Ql, 2019). Stockton-San Joaquin County Industrial: Institutional Investment Sales
Dominate Q1 2019. Available at: https:/Iwww2.colliers.com/enlResearch#sort=%40fdatez32x
published55910%20descending
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Table 3: Planned Industrial and Business Park Capacity at Buildout

Land Use

Plan/Project Area

Tracy

Year

Approved

Gross

Acres

Industrial

Acres Bldg. Sq. ft.

Corrmercial Office Residential (Units)

Acres Bldg. Sq. ft. Acres Bldg. Sq. ft. Acres Units
Parks/Open Other Uses

Space (Acres) (Acres) (a)

Industrial Areas 1988 682 682 n.a. 0 0 0 0 0 0 0 n.a.
Northeast Industrial 2012 846 800 17,500.000 46 n.a. 0 0 0 0 0 n.a.

Cordes Ranch 2013 1,780 1,477 27,789.102 55 591,980 152 2,465.932 0 0 96 n.a.

Tracy Hills 2016 ~~ 3.360.654 102 758,944 211 1,562,933 1,639 ~ 123 293

Subtotal 6,039 3,322 48,649,756 203 1,350,924 363 4,028,865 1,639 5,499 220 293
"to.u 0... ...U

Stockton
Cannery Park 2004 448 74 1,452.508 37 407,285 49 671,477 207 1,287 10 70

Mariposa Lakes 2008 3,810 645 11,231.510 93 1,009,503 57 748,796 1.510 10,562 522 983

Airpark 599 2008 511 n.a. 3,514.970 n.a. 206,500 n.a. 1,541.800 0 0 0 n.a.

Tidewater Crossing 2009 909 224 5,300.000 17 186,200 0 0 370 2,663 35 263

NorCaI Logistics Center 2014 325 325 6,280,480 0 0 0 0 o 0 0 n.a.--- --- -----
Subtotal 6,003 1,268 27,779,468 147 1,809,488 106 2,962,073 2,087 14,512 568 1,317

Lathrop
Lathrop Gateway Business Park (b)
South Lathrop Corrmerce Center (b)

Subtotal

Manteca
Northwest Airport
Scannell Development

Subtotal

Patterson

2010
2015

2010
n.a.

384
315

699

300
n.a.
300

168
246
414

248
n.a.
248

3,139.282
4,158,238
7,297,520

4,453.141
4.900.000
9,353,141

83
o

83

18
o

18

1.554,656
o

1,554,656

205.820
o

205,820

57
10
67

o
o
o

740,956
130,680
871,636

o
o
o

o
o
o

o
o
o

o
o
o

o
o
o

2
32
33

34
o

34

75
27

102

n.a.
n.a.

o

West Patterson Business Park 2003 814 747 8.711,129 34 473,933 0 0 0 0 0 33

Expansion Project - West
Patterson Business Park 2012 949 798 12,074,000 151 1.396.000 0 0 o 0 0 n.a.--- --- --- ---

Subtotal 1,763 1,545 20,785,129 185 1,869,933 0 0 0 0 0 33

TOTAL PLANNED CAPACITY 14,804 6,797 113,865,014 636 6,790,821 536 7,862,574 3,726 20,011 854 1,745

Notes:
(a) Includes non-commercial. industrial or residential acreage devoted to detention basins, roads. existing or planned rights-of-way, or other infrastructure improvements.
(b) Reported acreage represents net acres.

Sources: Respective Project Planning Documents, 2019; BAE. 2019.
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City of Tracy

All of those interviewed for this research generally indicate that the City of Tracy leads the

market for warehouse and distribution space in the San Joaquin/Stanislaus County market.

Tracy accounts for 19 percent of the regional industrial market, and 25 percent of the

industrial market in the comparison communities. The City of Tracy also typically receives the

strongest demand for new warehouse and distribution space due to its better proximity to the

Port of Oakland. Brokers report that the 1-205 corridor through Tracy also functions as a

natural bottleneck for traffic heading to and from the Bay Area; thus, being located west of the

bottleneck provides a logistical advantage.

The City of Tracy has been very proactively planning for industrial development and specifically

targeting warehouse and distribution users. The City of Tracy has four specific plan areas set

aside for this purpose, including Tracy Industrial Areas (1988), Northeast Industrial (2012),

Cordes Ranch (2013), Tracy Hills (2016). These specific plan areas cover a total of more than

6,000 gross acres and include capacity for 48.6 million square feet of industrial space, 1.4

million square feet of commercial space, and 4.0 million square feet of office space, in

addition to nearly 5,500 residential units and 220 acres of open space. Although not all of the

city's industrial space is located within these specific plan areas, netting out the city's existing

industrial inventory of just over 20.2 million square feet, the City of Tracy has a remaining

development capacity just within the specific plan areas of at least 28.4 million square feet.

City of Stockton

Although the City of Stockton is at a modest disadvantage to other communities in the region

with regard to truck transportation (e.g., greater distance to the Port of Oakland; need to travel

through the City of Tracy on 1-205), industrial sites in the city alternatively provide access to the

Stockton Municipal Airport, the BNSF Intermodal Yard and the Union Pacific Intermodal Yard

(Le., heavy rail). For companies that can make use of air cargo and heavy rail transportation,

such as Amazon, this can be a significant competitive advantage, given that a location in

Stockton provides access to air cargo service and heavy rail, as well as the Port of Oakland.

Brokers note that although the City of Stockton has a port of its own, the logistics involved

typically make use of the Port of Stockton less viable for finished consumer goods compared

to raw materials.12

The City of Stockton is the largest player in the regional industrial market in San Joaquin

County and Stanislaus County. The current industrial inventory in Stockton includes 34.65

million square feet of space, which equals 33 percent of the total regional market and 45

percent in the comparison communities. The City of Stockton has five adopted specific plans

that could potentially include large amounts of future industrial development. These include

12 For many products being delivered into the Port of Stockton, goods need to first be unloaded at the Port of
Oakland, then loaded onto a smaller vessel for transportation to the Port of Stockton. Many shippers find it more
efficient to transfer to truck or rail directly at the Port of Oakland.
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Cannery Park (2004). Mariposa Lakes (2008), Airpark 599 (2008), Tidewater Crossing (2009),

and NorCal Logistics Center. If fully developed as planned, these projects contain capacity for

up to 27.8 million square feet of additional industrial development.

According to research conducted for this study, there is reason to question whether some of

the specific plan areas in Stockton will ever develop as planned. For example, the Mariposa

Lakes project was originally permitted in 2008, just prior to the onset of the Great Recession.

That project would require annexation into the City of Stockton prior to development. Stockton

City staff indicate that there is no anticipated timeline for completion. According to an article

published in October of 2017 in the Stockton Record, the Cannery Park project may be posed

to begin construction on the residential portion of the project (only 122 residential lots out of

the 1,287 originally planned);13 though there is no indication of whether the industrial portion

will move forward. The Tidewater Crossing project similarly stalled shortly after approval due

to issues related to flood control and airport compatibility. However, following adoption of the

updated General Plan in 2018, the City of Stockton is now considering rezoning of some of the

land from residential to industrial uses, which may make the project more likely to develop in

the future.

Brokers generally indicate that the Airpark 599 and NorCal Logistics Center projects are the

two that are the most likely to move forward. The Airpark 599 project is as yet undeveloped

and is located outside of the city limits (i.e., would require annexation). The other project,

known as the NorCal Logistics Center is currently under development. As of 2014, the project

featured approximately 6.28 million square feet of remaining industrial capacity. As of this

writing, Phase I of the Airpark is complete, along with one 709,556 square foot building. This

leaves a remaining capacity of around 3.9 million square feet of future development.

Between the Airpark 599 and Norcal Logistics Center projects, BAE estimates that the current

likely buildout potential of the Stockton area is approximately 7.4 million square feet.

However, if other projects, such as Mariposa Lakes and Tidewater Crossing, eventually move

forward, that total could increase to as much as 25.4 million square feet of capacity.

Cities of Lathrop and Manteca

The neighboring cities of Lathrop and Manteca generally function as the in-between location,

bookended on either side by the major players of Tracy and Stockton. However, due to this

location, these cities can leverage the same transportation modes and connectivity

advantages, as well as pull from a larger labor market that spans the full region. Lathrop, in

particular, has been successful at recruiting industrial tenants to new project areas located

13 Phillips, Roger. (October 16, 2017). After 14-year delay, cannery Park finally may get off the ground. Stockton
Record. Available at: https:!/www.recordnet.com/news/20171016/after-14-year-delay-cannery-park-finallv-may
get-off-ground
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near the intersection of 1-5 and State Route 120. Key tenants in this market include Del

Monte, JC Penney, and Tesla Motors.

In absolute terms, Lathrop is the bigger player of the two, with a total of 11.4 percent of the

total regional industrial inventory, or around 15 percent of the industrial inventory in the

comparison communities. Manteca, by comparison, accounts for only five percent of the total

regional market, and around seven percent of the industrial inventory in the comparison

communities. That said, vacancy in these communities is quite low at 3.5 percent in Lathrop

and 2.7 percent in Manteca, compared to 6.0 percent for the region as a whole.

There are currently two specific plan areas that are expected to include large amounts of new

industrial development in Lathrop and two in Manteca. As of this writing, development is

either anticipated or currently under way at the two largest industrial specific plans in Lathrop,

the Lathrop Gateway Business Park (2011) and the South Lathrop Commerce Center (2015).

Development in the South Lathrop Commerce Center is ongoing, with the first building

expected to include more than one million square feet with Wayfair.com as the tenant. 14

There are two project areas in Manteca that are also anticipated to add significant amounts of

new industrial development, particularly warehouse and distribution space, in the near future.

These include the Northwest Airport Specific Plan area and the recently proposed Scannell

Development. If developed as currently envisioned, these could include up to 9.4 million

square feet of new industrial space. Combined, these projects have capacity for up to 16.6
million square feet of additional industrial space, including 7.3 million square feet in Lathrop

and 9.4 million square feet in Manteca.

City of Patterson

As discussed earlier in the case study portion of this report, the City of Patterson functions as

an inexpensive alternative to the communities discussed above. The City of Patterson is

roughly the same distance from the Port of Oakland as the City of Stockton, but does not

require trucks to travel through the natural bottleneck along 1-205 in Tracy, which is a logistical

advantage. Brokers and City of Patterson staff both recognize that the city's primary

competitive advantage is cost, both in terms of land cost and municipal fees, which are the

lowest among the comparison cities.

Similar to Manteca, the City of Patterson is one of the smaller players in the regional industrial

market. The current inventory of industrial space in Patterson accounts for only around six

percent of the regional industrial market and seven percent in the comparison communities.

The majority of the City of Patterson's industrial inventory is located within the WPBP and

associated Expansion Project area. The total buildout capacity of these two areas is estimated

14 Cambell, Jason. (January 7, 2019). Breaking the Million Barriers. ManteealRipon Bulletin. Available at:
https://www.manteeabulletin.eom/news/loeaI-news/breaking-mill ion-ba rrier/
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at around 20.8 million square feet. The available estimates, from Keystone Development and

CoStar, respectively, indicate that there is approximately 5.2 to 5.9 million square feet of

industrial space already developed in these two areas. This leaves between 14.8 and 15.9

million square feet of additional industrial development yet to be built in Patterson.

For additional details regarding market positioning and industrial real estate market conditions

in the City of Patterson, please refer to the West Patterson Business Park Case Study section.

Long-Term Industrial Demand Analysis
Given the rapid change occurring in response to the advent of the e-commerce industry, it is

difficult to accurately project demand for future warehouse and distribution-oriented industrial

development. According to data from the Monthly Retail Trade Survey, published by the U.S.

Census Bureau, retail sales among e-commerce outlets accounted for less than one percent of

total retail sale among all outlets in the year 2000. 15 As of the third quarter of 2018, e

commerce market share was equal to 9.8 percent of total national retail sales. Since the

onset of the economic recovery, beginning around 2010, e-commerce has consistently

increased sales by 14 to 16 percent annually. This is notably slower than prior to the

recession, when e-commerce sales consistently grew by around 25 percent per year; though e

commerce still outpaces overall retail sales growth, which averaged 4.5 percent per year since

2009, by a large margin. There is also some preliminary evidence that sales growth among e

commerce businesses may be slowing, though it is not clear whether this is the result of
increased competition or maturation of the industry, or both. 16 17 Nonetheless, some analysts

are projecting slower growth in the e-commerce sector over the coming decades.

Discussions with real estate brokers active in the market included conversations regarding the

appropriate method for projecting demand for warehouse and distribution-oriented industrial

space. Given the difficulties in accurately projecting e-commerce demand, due to the rapid

growth in the sector and the influence of new disruptive technologies and applications, most

brokers and developer representatives interviewed for this research indicated that a method

based on regional or statewide population growth may best reflect the reasonably foreseeable

growth in consumer demand, after accounting for anticipated near-term increases in e
commerce market share.

As reported in Tables 4 and 5, on the following page, BAE leveraged statewide population

growth projections published by the California Department of Finance (DOF) for the period

from 2018 to 2040 to calculate a growth rate that could function as a proxy for anticipated

15 U.S. Census Bureau. (March 2019). Estimated Quarterly U.S. Retail Sales (Adjusted): Total and E-Commerce.
Monthly Retail Trade Survey. Available at: https:/Iwww.census.gov/retaille-commerce/historicreleases.html
16 Weise, Karen. (January 31,2019). Amazon's Sales Growth Slows, Even as Cloud Business Stays Hot. The New
York Times. Available at: https:/Iwww.nytimes.com/2019/01/31/technologvLamazon-earnings-sales-cloud.html
17 Koch, Lucy. (February 21, 2019). Is Amazon Slowing Down? eMarketer.com. Available at:
https:l/www.emarl<eter.com/contentlis-amazon-slowing-down
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growth in statewide retail sales. Essentially, by using the population growth rate in lieu of

more specific projections of taxable sales, these estimates assume that average per capita

consumer spending and purchasing power will remain constant over the projection period.

BAE then applied the identified growth rate to estimates of 2016 taxable sales available from

the California Board of Equalization (BOE) to estimate the total taxable sales generated by

California consumers. BAE then calculated the portion of the 2018 taxable sales that can be

attributed to e-commerce based on the current national average of 9.8 percent, as well as the

portion of taxable sales in 2040 that may likely be attributable to e-commerce assuming that

e-commerce outlets increase their market share to 20 percent of all retail activity during the

intervening years. Based on this approach, BAE estimates that consumer spending at e

commerce outlets is likely to grow by approximately 4.04 percent per year through 2040, while

demand at all other outlets is likely to grow by only around 0.17 percent per year.

Implications for Los Banos
Based on conversations with regional real estate brokers, it remains unclear exactly how much

of the regional industrial real estate market is driven bye-commerce. Assuming that 100

percent of the market is e-commerce driven, BAE estimates that the region may experience

demand for up to an additional 108.1 million square feet of industrial development through

2040. However, if only 50 percent of the market is driven bye-commerce, the region could

experience demand for only around 55.6 million square feet of new industrial space. Based

on the analysis summarized in the prior subsection, BAE estimates that the current

undeveloped capacity in the region's existing specific plan areas is equal to between 71.2

million and 89.2 million square feet of additional industrial development. Under the high

growth scenario, the current remaining development capacity in the region would equal

between 66 percent and 83 percent of the projected future demand. Under the low growth

scenario, the current remaining development capacity in the region would equal between 128

percent and 161 percent of the projected future demand.

Based on these findings, BAE recommends that the City of Los Banos does not continue with

efforts to plan for new large-scale business park development that is focused on

accommodating distribution and logistics users serving the regional or super-regional markets

at this time. Although projected demand under the high growth scenario exceeds the current

development capacity of the comparison communities, the more likely reality is that something

less than 100 percent of the market is truly e-commerce driven, as many users in the area are

also affiliated with brick and mortar stores. Sensitivity analysis indicates that if 65 to 80

percent of the market is driven bye-commerce, the existing planned capacity will almost

exactly match projected demand, which is much more in line with BAE's assessment of the

market. Within the regional marketplace, Los Banos does not possess competitive

advantages that would position a new business park in the 1-5 and State Route 152 area to

effectively compete against established, better positioned locations that already have

sufficient capacity to meet foreseeable demand from distribution and logistics users. While

the City of Los Banos may be positioned to capture industrial demand from users more closely
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tied to the existing area economy, such as agricultural producers and value-added processors,

these businesses likely do not require locations fronting on 1-5. Therefore, BAE concludes that

the regional market is likely well served by the existing planned supply of business park

development and that it is unlikely that Los Banos could capture sufficient demand to offset

the cost of infrastructure improvements necessary to make development feasible at the 1-5

and Hwy 152 interchange. Nonetheless, there may be opportunities for the City to

accommodate additional industrial development driven by non-distribution oriented firms in

locations closer to the existing City limits that offer fewer infrastructure and site constraints.

The City of Los Banos should nonetheless continue to monitor conditions within the regional

warehouse and distribution market and should consider revisiting the results of this analysis in

the future to re-assess market opportunities. In the meantime, the City of Los Banos should

continue to seek opportunities to attract incremental growth to locations within the city that
are better positioned for near-term industrial growth.

Table 4: Projected New Regional Industrial Demand, 100 Percent e-commerce,
2018-2040

Existing Industrial Sq. Ft., Q1 2019

Outlet Type (al
eComnerce
Other Outlets

Total, All

Projected Growth Rate

Outlet Type (bl
eComnerce
Other Outlets

Total, All

Q12019
77,738,845

77,738,845

Annual
4.04%
0.17%
4.04%

Projected Industrial Sq. Ft., 2040

Outlet Type Annual
eComnerce
Other Outlets

Total, All

185,858,776

185,858,776

Projected Net New Sq. Ft., 2040

Outlet Type
eComnerce
Other Outlets

Total, All

Annual
108,119,931

108,119,931

Notes:
(a) Assumes that e-commerce is the demand driver for approximately 60% of the regional industrial real estate market.
(b) Assumes that e-commerce will account for approximately 20 percent of national taxable sales by 2040.

Source: CBRE, Central Valley Industrial, Q1, 2019; U.S. Census Bureau, Monthly Retail Survey, 2019; California Board of
Equalization, Statewide Taxable Sales by Type of Business 2016, 2019; BAE, 2019.
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Attachment F

Table 5: Projected New Regional Industrial Demand, 50 Percent e-commerce, 2018
2040

Existing Industrial Sq. Ft., Q1 2019

Outlet Type (a)
eCorrrrerce
Other Outlets

Total, All

Projected Growth Rate

Outlet Type (b)
eCorrrrerce
Other Outlets

Total, All

Q12019
38,869,423
38,869,423
77,738,845

Annual
4.04%
0.17%
2.48%

Projected Industrial Sq. Ft., 2040

Outlet Type
eCorrrrerce
Other Outlets

Total, All

Annual
92,929,388
40,386,164

133,315,552

Projected Net New Sq. Ft., 2040

Outlet Type
eCorrrrerce
Other Outlets

Total, All

Annual
54,059,966

1,516,742
55,576,707

Notes:
(a) Assumes that e-commerce is the demand driver for approximately 50% of the regional industrial real estate market.
(b) Assumes that e-commerce will account for approximately 20 percent of national taxable sales by 2040.

Source: CBRE, Central Valley Industrial, 01, 2019; U.S. Census Bureau, Monthly Retail Survey, 2019; California Board of
Equalization, Statewide Taxable Sales by Type of Business 2016,2019; BAE, 2019.
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