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City Council, City of Tracy

333 Civic Center Plaza
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Attn:  Mayor Michael Maciel
Council Member Robert Rickman
Council Member Nancy Young
Council Member Veronica Vargas
Council Member Mary Mitracos

Re:  Opposition to Amendment to Edgewood Concept Development Plan;
Approval of Tentative Map MS13-0008; Approval of Preliminary and Final
Development Plan D13-0017 and Decision to Streamline Environmental
Review Pursuant to Public Resources Code Section 21083.3 and CEQA
Guidelines Section 15183

Honorable Mayor and Council Members:

This comment letter is submitted on behalf of Horizon Planet, an environmental advocacy
group dedicated to protecting, preserving, and conserving agricultural and open space lands
throughout the State of California for future generations, and seeking to affect changes in
proposed urban projects so that such projects are designed to minimize potential ecological
impacts (“Horizon”). Consistent with its mission, Horizon has reviewed the Staff report
dated December 15, 2015 advocating City Council approval of an ordinance amending the
Edgewood Concept Development Plan, which seeks to change uses previously approved for
this development plan from “neighborhood Commercial” to “Multi-Family Residential with
Self-Storage”.

The proposed modifications to the Edgewood project include apartments and self-storage use
on the proposed 10.92 acre parcel to be located at the intersection of Corral Hollow Road and
Middlefield Drive. The self-storage is proposed to be located visually across from that
portion of Ellis in which the long-anticipated swim center is to be constructed. For a variety
of reasons discussed below, this land use site is inconsistent with the goals, policies, and
objectives of the Tracy General Plan, one of the primary desires of which is to establish a
world-class swim center.

Most importantly, self-storage use is not an allowed use within the Commercial designated

areas of the General Plan, and the City cannot legally approve the application as presented.
Additionally, while CEQA encourages use of previously prepared environmental documents
to streamline environmental review, the provisions of Public Resources Code section
21083.3 and CEQA Guidelines section 15183 do not apply to this project for the reasons set
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out below. Horizon urges the City Council to deny this request because approval of the
proposed amendment to the Development Plan using a categorical exemption as
recommended by City Staff fails to meet the requirements of CEQA, thus amounting to an
abuse of discretion per Public Resources Code sections 21168, 21168.5. Communities for a
Better Env’t v. South Coast Air Quality Mgmt. Dist. (2010) 48 Cal. 4™ 310 (CBE); Neighbors
for Smart Rail v. Exposition Metro Line Const. Auth. (2013) 57 Cal. 4™ 439 (Smart Rail).

1. _Lack of Consistency with General Plan.

The City of Tracy cannot approve the proposed revisions based on CEQA streamlining
Guideline 15183, because contrary to statements in the Staff Report, the project is not
consistent with the General Plan.

Since the General Plan is the constitution for all future development, any decision by the City
affecting land use and development must be consistent with the General Plan. Friends of
Lagoon Valley v. City of Vacaville, 154 Cal. App. 4th 807. Lesher Communications v. City
of Walnut Creek (1990) 52 Cal. 3d 531 established the consistency doctrine by holding that
any subordinate land use actions such as zoning ordinance amendments, PD modifications,
or tentative map approvals that were not consistent with the City’s current General Plan were
invalid at the time adopted. The Staff Report’s discussion of the amendment to the
Edgewood CDP acknowledged the requirement that the proposed use must be consistent with
the General Plan. The fourth paragraph of the discussion of the CDP Amendment begins
with this erroneous statement:

“The project site is designated Commercial under the General Plan.
The proposed multi-family residential and self-storage uses are
consistent with the Commercial designation.”

The Staff Report is correct that the project site is designated Commercial in the General Plan,
but incorrect in the statement that self-storage is consistent with the Commercial designation.
There are a number of self-storage facilities located throughout the City, all of which are
located in Industrial or General Highway districts in which the unsightly nature of these
facilities and the wide and various impacts can be identified and mitigated. Pages 2-23
through 2-25 of the General Plan set out the textual description of uses allowed in the
Commercial designation. Nowhere in those descriptions is a self-storage use mentioned.

The description of uses allowed in the Industrial designated areas includes warehousing and
distribution. The warehouse and distribution use is much closer akin to the self-storage use
than is a Commercial use as defined in the General Plan.

Most importantly, the General Plan Draft EIR prepared for the 2006 General Plan examined
the General Plan land use categories and determined there existed 482 acres of Commercial
designation within the City limits and a small amount more in the sphere of influence. The

General Plan EIR discussed those land use designations and stated as follows relating to the
Commercial designation:
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“Commercial. Sites with one or more types of retail and office
facilities are included in this category. Typical parcels contain
restaurants, grocery stores, shopping centers and office parks.
There are approximately 496 total acres in this category, 482 acres
of which are in the City limits and 13 acres of which are in the
SOI. Major concentrations are along the Eleventh Street Corridor
and in association with the I-205 Regional Commercial Area in the
northwest corner of the City.

“Industrial. These sites contain uses such as warehouses and
distribution facilities, light manufacturing, self-storage facilities,
aggregate deposits and extraction operations in automobile
garages. There are approximately 1,733 acres containing industrial
uses, 849 acres of which are in the City limits and 884 acres of
which are in the SOI. Several concentrations of these uses are in
and around Tracy, including the northeast industrial area near
Tracy Boulevard, West Tracy around Mountain House Parkway
and around the airport.” (Emphasis added.)

[See also the 2010 General Plan EIR, p. 4.1-5 (describing self-storage as an industrial use).]
The project is seeking to utilize the CEQA streamlining provisions of Public Resources Code
section 21083.3, which require: (1) that an EIR was certified for adoption of the General
Plan; (2) that the proposed project is consistent with the General Plan; (3) that there are not
impacts peculiar to the project which were not analyzed as significant effects in the prior
General Plan EIR; and (4) that there are no potential significant off-site impacts and
cumulative impacts, or any previously identified significant effects in the General Plan EIR
which might be made more severe because of new information which was not known at the
time the General Plan EIR was certified. The project fails to qualify on any of these grounds.
Initially and primarily, the proposed self-storage use is not consistent with the Commercial
designation in the General Plan. A number of other factors, including the establishment of
the proposed Ellis Swim Center now accessing off Corral Hollow and Middlefield Road,
preclude use of this CEQA streamlining mechanism, and the project must be required to
prepare and circulate a full EIR analyzing all of its potential impacts.

Inéonsistency of Project With Goals and Objectives of the General Plan. It has been pointed

out above that the General Plan on its face clearly indicates that the appropriate land use
designation area for self-storage uses is Industrial. Self-storage use in the Commercial
designated areas is not consistent with the General Plan, as evidenced by the analysis
contained in the General Plan EIR. This is a crucial planning point upon which the viability
of all of the various elements of approval sought by the project hinge. It is mystifying that a
project of this scope could get to this stage of the planning process without a more exhaustive
discussion of the basic consistency doctrine. However, in addition to the textual provisions
in the General Plan which make clear self-storage is not an allowed use in the Commercial
district, there are a number of policies, goals and objectives which are violated or not
furthered by this project:
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Goal CC-1 Superior Design Quality Throughout Tracy. Policy P2 under this heading states

that the City shall promote the development of urban green space, including amenities such
as community squares, parks and plazas. The inclusion of a self-storage project with its
maximization of hardscape could not be further from satisfaction of this basic and
commendable precept.

Neighborhoods With a Recognizable Identity and Structure: Objective CC-5.2 Size and
Design Neighborhoods to be Walkable. The Edgewood neighborhood identity would be
changed and opportunities provided to establish trail and walkway connectivity to allow
residences of the apartment project and the Edgewood development in general to walk and
bike from their homes to commercial centers. Establishment of an industrial use like the
self-storage facility will hamper and limit the options for connectivity.

Goal CIR-1 A Roadway System that Provides Access and Mobility for all of Tracy’s
Residents and Businesses While Maintaining the Quality of Life in the Community.
Objective CIR-1.2 Provides a High Level of Street Connectivity. Policy P-5 provides that
new development is to be designed with a grid or modified grid pattern to facilitate traffic
flows and provide multiple connections to arterial streets. Middlefield Drive is a minor
arterial under the classification contained in the Circulation Element, and the provision of
traffic-heavy apartments at the intersection with Corral Hollow Road and adjacent to the
proposed Ellis Swim Center hinder or make impossible the provision of the required
connectivity.

Objective CIR-1.3 Adopt and Enforce LOS Standards That Provide a High Level of Mobility
and Accessibility for all Modes for Residents and Workers. Policy P1 states that the City is
to strive for LOS D on all streets and intersections. The access to the Ellis project and Swim
Center off of Corral Hollow and Middlefield Road create new traffic patterns that were not
analyzed, including a self-storage project and apartments at this site. Based on the existing
review of the self-storage project, it is impossible to determine what the LOS will be at the
Middlefield Drive/Corral Hollow intersection with the addition of the project traffic to the
Swim Center traffic. Policies 1 through 10 specify a number of other policies relating to
roadway capacity, the impact of which cannot be fully analyzed unless and until a new traffic
study is done measuring the traffic from the project and from the Ellis Swim Center.

Objective CIR-3.1 Achieve a Comprehensive System of Citywide Bikeways and Pedestrian

Facilities. Policies P1 through P7 set forth a number of measures to ensure the incorporation
of appropriate bicycle and pedestrian facilities on all roadways within the City. The
concentration of the self-storage use in a location directly across from the Ellis Swim Center
will make the provision of bicycle and pedestrian access to the facility extremely difficult.
These impacts are site specific and need to be examined fully in an adequate CEQA
document.

Goal OSC-4 Provision of Parks, Open Space and Recreation Facilities and Services That
Maintain and Improve the Quality of Life for Tracy Residents. The proposed Ellis Swim

Center is virtually certain to be developed, and will provide the crowning jewel in the City’s
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park and recreation context. None of the policies listed as P1 through P10 will be advanced
or enhanced by the approval of the project. The impacts upon the Swim Center require a full
and complete CEQA analysis, and to approve the project without such an analysis is
absolutely contrary to the provisions and goals of the General Plan.

2. Misuse of PRC 21083.3 to Avoid Full Environmental Review of this Project.

CEQA Streamlining Provision Set Out in Public Resources Code Section 21083.3 Is Not

Appropriate for This Project and a Full and Complete Environmental Impact Report
Analyzing the Environmental Impacts of the Project Needs to be Prepared, Circulated and

Certified Before the Project Can Be Approved. We have already pointed out that the central
requirement for utilization of the streamlining provision — i.e., the requirement of
conformity with the provisions of the General Plan for which an Environmental Impact
Report has been prepared and certified — cannot be met since self-storage use is not an
allowed use in the Commercial districts designated in the General Plan. However, there exist
a myriad of other reasons why the streamlining provision is not appropriate under the
provisions of CEQA.

Nature of the Section 15183 Exemption. Under 14 CCR § 15183 and Public Resources Code
section 21083.3, an EIR for a planning or zoning action may be used to eliminate or reduce
the scope of environmental review for certain development approvals that are consistent with
the planning or zoning action. This mechanism is worded as a CEQA exemption, and not as
a procedure for streamlining subsequent environmental review. Gentry v. City of Murrieta
(1995) 36 Cal. App. 4th 1359, 1374, as modified on denial of reh'g (Aug. 17, 1995); Wal-
Mart Stores, Inc. v. City of Turlock (2006) 138 Cal. App. 4th 273, overruled on other grounds
in Hernandez v. City of Hanford (2007) 41 Cal. 4th 279.

Failure to compare the proposed revisions to the actual project means that the City cannot
assume that it adequately investigated whether the proposed land use changes affect all
possible impacts prior to making a determination regarding the merits of the proposed
revisions, or what the magnitude of impacts such changes may have. The City should not
assume that a change in use from “Neighborhood Commercial” to residential and mini-
storage has such minor impacts that a CEQA 15183 streamlined analysis is appropriate.
American Canyon United for Responsible Growth v. City of Am. Canyon (2006) 145 Cal.
App. 4™ 1062. The City here has attempted to satisfy the exemption procedure, thereby
avoiding preparation of a negative declaration or EIR for the proposed self-storage facility,
with the project’s “CEQA 15183 Analysis.” The error in this strategy is fatal because:

Analysis under 14 CCR § 15183 obligates a city to undertake analysis of impacts peculiar to
a project, off-site impacts, cumulative impacts, and impacts not evaluated in a community
plan review; here, the General Plan explicitly did not evaluate impacts (e.g., traffic and
noise) near the site of the proposed self-storage facility. The proposed project’s
environmental analysis relies on project-specific mitigation to ensure impacts are less than
significant, where it is a fundamental CEQA rule that one cannot “mitigate into” the
proposed exemption unless the City relies on uniformly developed standards or policies.
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The environmental analyses for the General Plan and nearby development projects have
shown that, in similar circumstances, development in the immediate vicinity will have
significant and unavoidable impacts on a variety of resources, thereby warranting preparation
of an EIR.

3. §15183 Cannot be Used to Evade Unavoidable Impacts Already Designated in the

General Plan EIR.

The Limitations of Reliance Upon the General Plan EIR. Environmental review under
§15183 is not appropriate where a project has effects “not analyzed as significant effects in a
prior EIR on the zoning action, general plan or community plan with which the project is
consistent.” (14 CCR § 15183(b)(2).) Moreover, this qualified exemption does not apply
insofar as substantial new information, which was not known at the time of the previous EIR
was certified, shows a project may have a more severe adverse impact than what was
identified in the prior EIR. (14 CCR § 15183(b)(4).) There are a number of impacts peculiar
to the self-storage facility site (“Project site”) that were not contemplated, much less
evaluated, in the General Plan EIR:

Traffic-Related Noise Impacts. The self-storage facility noise analysis purports to tier off
comprehensive analysis in the General Plan EIR, but this latter document never analyzed
noise in the vicinity of the Project site. Rather, it only included noise measurements well to
the north and east of the Project site and, in those areas it did evaluate, impacts were
significant and unavoidable. (See General Plan EIR, p. 4.14-12 [Figure 4.14-2, showing no
long-term or short-term noise measurements in vicinity of Project site], p. 4.14-28.) In short,
the General Plan EIR is inadequate to cover impacts peculiar to the apartments and self-
storage facility.

Insofar as the CEQA 15183 Analysis addresses localized noise impacts (which it should do
in an EIR setting, complete with public circulation, public comments, and response to
comments), it fails to acknowledge that impacts will be significant and unavoidable. Rather,
the proposed project analysis determines that traffic noise will be less-than-significant, on the
apparent basis that the project will include acoustical shielding along its own frontages.
(CEQA 15183 Analysis, pp. 51-53.) This analysis wholly fails to consider the project’s off-
site impacts — e.g., its contribution to significant traffic related decibel increases
experienced by residential neighbors along Corral Hollow Road and Linne Road, as well as
adjacent park uses. (See, e.g., Modified Ellis Specific Plan Draft EIR [“ESPEIR”], p. 4.3-6
[sensitive receptors include residential areas, hospitals, day-care facilities, elder-care
facilities, elementary schools, and parks].) As identified in the CEQA document prepared
for the Ellis Specific Plan (again, located just across the street), these receptors will
experience an increase in noise from cumulative traffic that is significant. (ESPEIR, p 4.10-
24.) Moreover, in a cumulative context, the effects of mobile noise were determined to be
significant and unavoidable. (ESPEIR, pp. 4.10-33 to 4.10-35.)
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To satisfy CEQA, the project analysis must acknowledge both the existence and the severity
of this impact in an EIR, and prescribe and recommend adoption of all feasible mitigation.
Moreover, in reach environmental determinations, a quantified analysis using roadway noise
contours must be prepared consistent with other environmental analyses the City has
undertaken. (See ESPEIR, p. 4.10-25 [Mitigation Measure 4.10-1f, requiring acoustical
noise analysis to ensure General Plan noise standards are met at all residential and other land
uses].)

Construction-Related Noise Impacts. The project’s CEQA 15183 Analysis acknowledges
that construction noise would be considered potentially significant, but determined that
various “project requirements,” including restricting construction hours and using noise-
reduction technologies, would reduce impacts to a less-than-significant level. Despite their
label, these are project-peculiar mitigation measures, and this is a problem. Generally, an
agency may not rely on mitigation measures as a basis for concluding that a project is exempt
from CEQA. Azusa Land Reclamation Co., Inc. v. Main San Gabriel Basin Watermaster
(1997) 52 Cal. App. 4th 1165; Salmon Protection and Watershed Network v. County of
Marin (2004) 125 Cal. App. 4th 1098.) Even when one takes into account that the § 15183
exemption is something of a special creature, it cannot apply where an agency must design
project-specific mitigations; rather, it is only when “uniformly applied development policies
or standards” mitigate a project’s environmental effects that this CEQA process may be used.
(Pub. Res. Code § 21083.3(d); 14 CCR § 15183(c)&(e).)

That defect aside, there is no evidence that the identified project-specific mitigation
measures will reduce impacts to a less-than-significant level, as the City has undertaken no
quantified analysis about the efficacy of these measures. It is telling that, in preparing the
EIR for the Ellis Specific Plan, the City determined construction noise impacts would be
significant and unavoidable under virtually the same circumstances. (ESPEIR, pp. 4.10-27 to
4.10-29.) That is, construction of the Ellis Specific Plan is expected to occur within 150 feet
of sensitive receptors, and that plan’s EIR determined the use of standard construction
equipment would exceed criterion for speech interference (70 dBA at 500°), ultimately
resulting in a significant and unavoidable impact. (Id.) Here, the construction of the
apartments and self-storage facility will take place within 100 feet of homes on Riverview
Avenue and Whirlaway Lane, and yet the conclusion is wholly different. A city cannot
modify thresholds on a project-by-project basis to achieve specific results. CEQA and other
applicable law forbid such an arbitrary approach.

Traffic Impacts. The General Plan EIR never evaluated impacts of citywide buildout on
intersections near the Project site, and so it is beyond comprehension how the City believes it
can utilize the § 15183 exemption process to process the project’s environmental review
without an EIR.

It perhaps is telling that the project’s CEQA 15183 Analysis never refers directly to the
General Plan EIR, but to the 2012 Citywide Roadway and Transportation Master Plan. We
understand that an EIR may have been prepared for this circulation plan in 2012, but it does
not appear a transportation plan qualifies as a “community plan” under § 21083.3. As
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defined, a community plan is part of a general plan that is adopted to cover a specific
geographic area within the general plan area, that includes or references each of the
mandatory general plan elements, and that contains specific development policies and
measures to implement the policies. (Pub. Res. Code, § 21083.3(¢).).

Hence, the scope of previous review is not sufficient to cover the impacts of the proposed
self-storage facility. But other flaws, separately and independently, render the project’s
CEQA review unlawful.

For instance, the CEQA 15183 Analysis fails to acknowledge that it’s “Project
Requirements” to install turn pockets, a deceleration lane, and other localized infrastructure
are in fact project-specific mitigations, intended to remedy traffic impacts peculiar to the
self-storage facility. These are the types of mitigations that must be circulated to the public
as part of an EIR. (See discussion of construction noise, above.) Labeling them as ‘“Project
Requirements” in an informal exemption document does not satisfy CEQA. If it walks like a
duck and quacks like a duck, it is indeed a duck.

Further, the CEQA 15183 Analysis fails to acknowledge that the project will contribute, in
the long term, vehicle trips to two severely impacted intersections in the immediate vicinity
of the Project site: (1) the Corral Hollow Road/Linne Road intersection; and (2) the Tracy
Boulevard/Linne Road intersection. (See CEQA 15183 Analysis, p. 62 [attention to only
existing traffic impacts].) On this point, the project analysis only discusses existing
conditions.

This error is critical. Other environmental analyses, including the General Plan EIR and the
Ellis Specific Plan EIR, have found that the foregoing two intersections will be significantly
impacted in the 2030-2035 timeframe. The project’s CEQA analysis must acknowledge this,
and determine whether its contribution to this traffic congestion is cumulatively considerable.
To the extent impacts are significant, feasible mitigation must be imposed. It is these types
of questions that must be addressed in an EIR, as § 15183 contemplates.

Third, the scope of project review is too narrow. A proper traffic study would evaluate
impacts on intersections, roadway segments, and regional roadways, as has been required of
other nearby projects. Individual and cumulative impacts, both under existing and long-term
conditions, must be studied, and using methodologies the City has utilized for other
environmental review documents. The traffic study for the self-storage facility evaluated
only six intersections (whereas nearby projects have been required to evaluate more than a
dozen), and entirely omitted review of project impacts on roadway and freeway segments,
including the Tesla Road and Patterson Pass Road. (See, e.g., ESPEIR 4.13-26-42.)

Finally, the project traffic analysis is not current and must account for recent changes to the
local circulation system. (See next bullet point.)

The Swim Center. As was discussed above, the Ellis Swim Center is directly across from the
Project site, and neither the CEQA 15183 Analysis nor the project’s traffic study account for
how traffic related to the proposed apartments or self-storage facilities will cumulate with
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Swim Center traffic. This omission must be addressed in a Project EIR, as it constitutes
substantial new information that was not known at the time the General Plan EIR was finally
adopted.

Public Services. According to the Environmental Analysis, the City has a goal of a 5-minute
response time for Priority 1 calls (life-threatening situations). (See Attachment F to Staff
Report, at p. 58.) However, even without the project, the police response times do not meet
this City goal. According to the Environmental Analysis, the current average response time
for Priority 1 calls within City limits is approximately 7 to 9 minutes. (See Attachment F to
Staff Report, at p. 59.) The Environmental Analysis inappropriately concludes that the
project, converting a neighborhood commercial use to 144 residential apartments and
storage, would not result in significant new demand for police services, or result in impacts
to the existing response times and existing police protection service levels, without offering
any discussion or evidence to support this conclusion.

Public Service Impacts — Fire Protection. The project’s CEQA 15183 Analysis indicates that
fire “[s]ervice to the self-storage facility or any other commercial project would exceed the
Fire Department’s response time levels of tolerability, and a new fire station will need to be
constructed and occupied prior to the occupancy of the self-storage facility.” (CEQA 15183
Analysis, p. 58.) And yet the analysis calls the impact less than significant, apparently on the
basis that the “project will pay its proportionate fair share toward the construction of a nearby
fire station.” (Id.) First, the General Plan EIR (see 2006 Amendment to the General Plan
Draft EIR) did not evaluate the impacts of a new fire facility in the vicinity of the self-storage
site, determining that the “specific environmental impact of constructing new fire and
emergency medical response facilities to support the growth allowed under the proposed
General Plan cannot be determined at this first-tier level of analysis ... As specific fire and
emergency response facility expansion projects are identified, additional project-specific,
second-tier environmental analysis would be completed pursuant to CEQA.” (2006
Amendment to the General Plan Draft EIR, pp. 78-79; see also 2005 General Plan EIR, pp.
4.9-10to 4.9-11.) The project here is generating a specific need for a local fire facility, and
the project-related analysis must evaluate and mitigate this impact in a meaningful way. The
mere payment of fair-share fees, without a plan to use such fees to construct the necessary
mitigation in a timely manner, does not satisfy CEQA. Anderson First Coalition v. City of
Anderson (2005) 130 Cal. App. 4th 1173.

The CEQA 15183 Analysis Fails to Properly Identify that the Apartments and Self-Storage
Facility will have Significant and Unavoidable Impacts, and an EIR is Required. The project
analysis fails to acknowledge that §15183(c) foreshortens environmental review only where
an impact “can be substantially mitigated by the imposition of uniformly applied
development policies or standards.” Thus, a project that has significant and unavoidable
impacts cannot properly qualify for exemption under this framework. In addition to the
significant and unavoidable traffic, noise, and other impacts listed above, construction and
operation of the self-storage facility has or will contribute to the following additional,
immitigable impacts”.
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Agriculture. The General Plan EIR indicates that buildout within the City’s limits and sphere
of influence will result in the loss of prime agricultural land, and that this impact is
significant and unavoidable. (General Plan EIR, p. 2-5.) Accordingly, other nearby
development projects have adopted this approach and mitigated accordingly. (See ESPEIR,
pp. 4.2-2, 4.9-14 [Ellis Specific Plan EIR acknowledging significance of impact and
imposing mitigation measures].)

The approach taken in the CEQA 15183 Analysis is inconsistent, and determines that the
project will have less than significant impacts because it does not generate impacts more
severe than what was evaluated in the General Plan EIR. (CEQA 15183 Analysis, p. 11.)
But the qualified exemption under § 15183 does not give a city a license to adopt an elevated
baseline and evaluate only incremental impacts. Rather, the qualified exemption merely
allows a city to avoid redundant review, and “piggyback” off previous environmental
analysis insofar as they demonstrate uniformly applied development standards or policies
will reduce impacts of future projects. Here, the General Plan EIR acknowledged that no
policy could reduce impacts to less-than-significance, and the project does not overcome this
determination. Its impacts are significant and unavoidable, and the applicant must undertake
all feasible mitigation available.

Aesthetic Impacts. In past environmental review, the City has determined that impacts on
views of agricultural fields are cognizable under CEQA as scenic vistas. (See, e.g., ESPEIR,
p. 4.1-1; General Plan EIR, p. 2-5.) The project’s CEQA 15183 Analysis omits mention of
this impact, and indicates the project would have less-than-significant aesthetic impacts.
(CEQA 15183 Analysis, p. 9.) The City may not adjust thresholds of significance on a
project-by-project basis, and the City appears to have done so here. This decision is arbitrary
and capricious, and unlawful.

Biological Resource Impacts. Parcel-specific biological mitigation, including for the
burrowing owl, has been identified as “Project Requirements” in the project’s CEQA
analysis. (CEQA 15183 Analysis, p. 21.) In EIRs for nearby development projects, the
potential for the presence of burrowing owls has been deemed significant, and similar
“project requirements” were more appropriately labeled as mitigations. (ESPEIR, p. 4.4-19.)
In short, the City is reshaping terms so as to make the project appear eligible for a § 15138
exemption but, at bedrock, the CEQA 15183 Analysis betrays that the project has peculiar,
site-specific impacts that warrant mitigation, just as other projects in the immediate vicinity
has required.

Greenhouse Gas Impacts. The General Plan EIR determined that buildout of its long-range
plans would have significant and unavoidable impacts. The project’s CEQA 15183 Analysis
acknowledges this fact, but indicates that because the “proposed project is consistent with the
overriding considerations that were adopted for the General Plan,” the project’s impacts are
less than significant. (CEQA 15183 Analysis, pp. 35-36.) Again, the City’s use of the

§ 15183 exemption has been misinformed. The qualified exemption does not permit the City
to adopt an elevated baseline; the project’s impacts are significant and unavoidable, and the
City must explore the application of mitigation, including project-specific mitigation.
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The project’s potential to exacerbate greenhouse gas emissions also has not been
acknowledged. Under previous approvals and the General Plan, the project was expected to
accommodate commercial development. Placing commercial development at the Project site
constituted smart land use planning, as the surrounding Edgewood Development consists of
hundreds of homes. Having these complementary uses in close proximity would have
reduced vehicle miles traveled. With the project, which contemplates the self-storage facility
and five three-story buildings, neighborhood-serving commercial uses are necessarily
displaced, increasing vehicle miles traveled and greenhouse gas emissions. This arrangement
also inhibits balancing of the City’s jobs-housing ratio, which currently falls short of goals
established by the California Department of Housing and Community Development.
(General Plan EIR, p. 4.2-6.) This increase in the severity of impacts must be addressed in
an EIR. Please note, given the General Plan’s traffic model made assumptions about
internalized trips on the basis of a forecast of the City’s jobs-housing ratio, insofar as the
project frustrates achievement of a target jobs-housing ratio, the project’s traffic analysis
must be adjusted to account for its change in land use.

4. City Cannot Rely on any Type of Streamlining Provision Where no Consideration
of the Original Project Plan and Analysis was Conducted; and the Original Plan
was Approved on a Negative Declaration.

The staff report and De Novo Analysis contain no mention of even a preliminary review of
the original planning documents as required by CBE and Smart Rail. A determination of use
of the “Streamlined” process is itself dependent on the City’s determination that the proposed
revisions have been compared to the initial project description and impacts as required by
CEQA, or to the General Plan as chosen by the City’s consultant. No one can determine
whether an impact is significant or not if the original project environmental documents are
not compared with the proposed changes.

This approach represents a failure to proceed in a manner required by law. Further, the
“impact freeboard” assumed by full build out of the 2025 General Plan makes certain that the
cumulative effect of a single 2015 development project will never exceed the threshold of
full buildout of the community twelve years in the future. This error reflects a prejudicial
abuse of discretion.

The fundamental error in the analysis presented to the City is that Staff assumes that it can
approve substantial changes from the original Edgewood Development Plan using a CEQA
streamlining analysis which looks to and compares from the City’s General Plan for
consistency and ignores the significant inconsistencies set forth above (De Novo Planning
Group CEQA 15183 Analysis for the Tracy Middlefield Apartments and Self-Storage Project
—the “De Novo Analysis”). The De Novo Analysis makes no reference to review the
original planning and environmental documents reviewed when the Development Plan was
originally adopted. We have just discovered that the entire development was approved by
Negative Declaration, and no EIR was ever approved.
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As explained in CBE, the impacts of a proposed project should be compared to the actual
environmental conditions existing at the time of the CEQA analysis, rather than allowable
future conditions defined by a general plan. This is because the general plan anticipates
greater development over a future time period — (with internal references to Environmental
Planning Information Council v. County of El Dorado, supra, 131 Cal. App. 3d at p.

354, than what must be considered now, at the time of this proposed approval “ ‘real
conditions on the ground’”’; Save Our Peninsula Committee v. Monterey County Bd. of
Supervisors, supra, 87 Cal. App. 4th at p. 121; see City of Carmel-by-the-Sea v. Board of
Supervisors, supra, 183 Cal. App. 3d at p. 246) — rather than the level of development or
activity that could or should have been present according to a plan or regulation. CBE at
321. The De Novo Analysis ignores that the proposed revisions are to a project designed and
analyzed in the mid-1990s using a Negative Declaration, and jumps to assuring the City
Council that the project is otherwise consistent with the General Plan, except where
supplemented. As shown in the sections above, there is no consistency that would have
permitted streamlining. But even if the project as proposed could be seen to be consistent,
such reliance violates CEQA.

The De Novo Analysis makes no reference to any review of the original Development Plan
or its Negative Declaration in making determinations of whether the proposed land use
revisions constitute a material change, or what impacts contrasted to the setting at the time of
project approval need to be analyzed. There is no discussion in the staff report or the De
Novo Analysis considering whether the proposed land use changes amount to a substantial
change in the project, as required by Public Resources Code section 21166.

Before a project can rely upon a general plan or zoning EIR, as is proposed here, the City
must first determine whether the development plan was originally adopted with an EIR. The
City’s evaluation must refer to and compare the proposed changes to the original
Development Plan EIR for Edgewood first, before determining that the General Plan EIR is
the only relevant document for comparison, and a determination of what impacts not
considered in the EIR will be caused in the changes proposed. The City’s review must start
with a comparison of the original project environmental review, not the City’s subsequent
general plan and/or zoning EIR. Here there is no EIR to compare to — the Negative
Declaration is not referenced and has not been located (at least as of the date of this letter).

Boiled to its essence, City relies on general plan consistency as a shorthand for evaluation of
proposed revisions to the original project, itself only partially evaluated, which among other
things selectively applies a “future conditions” baseline for certain cumulative impacts rather
than an existing conditions baseline, without legal justification. Such approach, absent a
showing that the modified baseline will actually offer better environmental protection, runs
afoul of Smart Rail, 439 at 457. Thus, the problem highlighted is whether the analysis is
complete, and all relevant information made available to the public as required by CEQA.
Smart Rail at 451-457. Until a comparison and analysis is complete, the City cannot make a
determination of whether or not any kind of streamlined evaluation would be permissible.
The City must evaluate the original plan and the environmental review of the original plan,
current on-the-ground impacts, first, and certainly consider general plan information, but not
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to the exclusion of current on-the-ground impacts, especially in considering the project’s
cumulative impacts.

Based “on Guidelines section 15125(a) and CEQA case law...[the baseline] must ordinarily
be the actually existing physical conditions rather than hypothetical conditions that could
have existed under applicable permits or regulations.” Smart Rail at 448 (italics in original).
Here the project was originally approved on a Negative Declaration. The City cannot opt to
discard an existing conditions baseline and apply a future projected baseline when evaluating
environmental effects: “The use of a single future conditions baseline [for example,
determining to only look for differentiations from the general plan] is per se a violation of
CEQA. This means that the City’s determination is not entitled to any deference and is a
discretionary choice that cannot be justified by substantial evidence.” Smart Rail at

450. Smart Rail permits a departure from the norm stated in Guidelines section 15125(a) —
but only because unusual aspects of the project exist, or only when the agency can “justify its
decision by showing an existing conditions analysis would be misleading or without
informational value.” Id. at 457. There is nothing unusual about the developer’s desire to
change the previously approved use in a long term project. Thus, the City can use the
general plan for comparison, but not a substitute method of analysis for existing conditions.
Id. at 451.

Essentially, City’s attempted shortcut prejudices CEQA’s primary objective to disclose
information and data about environmental effects, because a future conditions baseline omits
“short- and medium- term environmental costs of achieving that desirable improvement as
originally identified ...(Id. at 455 and)...sanction the unwarranted omission of information
on years or decades of a project’s environmental impacts and open the door to gamesmanship
in the choice of baselines.” Id. at 456. This summation is particularly apropos where no
prior analysis was performed.

5. The City’s 15183 Analysis Substituted Future Conditions to Evaluate Some

Cumulative Impacts.

The Environmental Checklist contains a Cumulative Impacts scenario; even comparing only
with general plan [future impacts] and cumulative + project scenario, the Checklist identifies
LOS F at 3 intersections, and requires signals, lanes, and new timing. Thus the type of
shorthand analysis cannot be utilized here until this project plans to correct all three
intersections and bring LOC to C. Even trying to apply the general rules from Smart Rail to
this truncated environmental review, the claim of general plan consistency is invalid. Unless
the project undertakes to correct these significant inconsistencies, a determination by the City
to override would be required which can only be made by the City in the context of an EIR,
not a 15183 Categorical Exemption. Thus, the environmental review relying on an
exemption should be scrubbed. The De Novo Analysis misunderstands a rule clearly
articulated by the Supreme Court:
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We do not hold or imply agencies enjoy equivalent discretion
under CEQA and the CEQA Guidelines to omit all analysis of the
project’s impacts on existing conditions and measure impacts only
against conditions projected to prevail 20 or 30 years in the
future.” Id. at 456 (italics in original).

This misunderstanding is littered throughout the De Novo Analysis. For example, the De
Novo Analysis dispensed with the existing conditions baseline and did exactly what the
Supreme Court explained cannot be done — partially compare traffic and circulation impacts
against a future conditions baseline. The existing conditions baseline was discarded without
supplying the “unusual circumstances” needed to deviate from the normal procedure outlined
in the CEQA Guidelines. Due to the “inherent uncertainty of every long-term prediction,
uncertainty that tends to increase with the period of time (Smart Rail at 455) a small
error...will itself be multiplied and compounded as the project is pushed further into the
future.” Id. at 456. According to the Supreme Court. this “would sanction the unwarranted
omission of information on years or decades of the project’s environmental impacts.” Id.

Tracy’s Staff’s efforts compress and misconstrue the Smart Rail rule by making a future
conditions baseline a substitute rather than additive method of evaluating cumulative
impacts. Smart Rail teaches us that both baselines may be used for a single type of impact,
but does not authorize an agency to use one type of baseline for an individual impact, and
another type of impact for a cumulative impact. Thus, Smart Rail could have been satisfied
if Tracy applied both the “actual current” and “future conditions” baselines to cumulative
impacts, especially if adding a future conditions baseline analysis to an actual current
baseline generates additional information and data about the intensity of the environmental
effect. But this did not happen. No review of the original Negative Declaration was
included.

6. There is no Consideration of Existing Conditions. and in Various Sections the Claim
of Project Coordination With the General Plan is Incorrect.

This truncated analysis is also substantively wrong for the following reasons:

A. Traffic/Circulation. The Traffic Study submitted is incomplete and requires revision
prior to consideration.

i. The Traffic Study concludes that when Corral Hollow goes to 4-6 lanes,
the project driveways will be unsafe for access, and will need to be right-
in/right-out. It then states that the “Developer should work with city as to
when this improvement should occur in the future.” (See Traffic Study,
Attachment G, at pp. 17, 19.) This type of uncertainty in timing and/or
enforcement and deferred mitigation is not allowed under CEQA.

ii. The Traffic Study concludes that the project driveways are unusually wide
— 60 and 60 Y% feet (40’ is more typical for commercial and 24’ is more
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typical for residential). It then states that the wide driveways are unsafe.
(See Traffic Study, Attachment G, at p. 12.) It does not appear that the
applicant has addressed this safety issue raised by its own Traffic Study.
In addition, the southern boundary parking aisle between the apartments
and the storage facility is only 22°, when 24’ is typical, and the Traffic
Study suggests widening it to 24’ to avoid difficulties for parking
maneuvering along this stretch of the development. Has the applicant
modified its plans to reflect this suggestion?

iii. Checklist at page 61 doesn’t discuss cumulative results. It appears that
roadway segments were not analyzed in the Traffic Study, just
intersections. Therefore, impacts to roadway segments cannot claim to be
less than significant, as stated on p. 61 of the Environmental Analysis,
without further analysis.

iv. The Traffic Study concludes in both of its cumulative scenario analyses
(with and without project) that three intersections will operate at
unacceptable LOS F, requiring signalization, additional lanes, and new
signal timing. (See Traffic Study, Attachment G, at pp. 15-16.) The City
of Tracy has established LOS D as the minimum acceptable LOS for
roadway and overall intersection operations. (Id., at p. 5.) Thus, a claim
of general plan consistency appears invalid. Unless the project undertakes
to correct these significant inconsistencies, a determination to override
would be required, which can only be made by the City in the context of
an EIR, not a 15183 Categorical Exemption.

B. Water Evaluation is Inadequate/Failure to Disclose Water Report.

The Environmental Analysis for the project states that a Hydraulic Evaluation was prepared
for the project. (See Environmental Analysis, Attachment F to Staff Report, at p. 66; see also
“Conditions of Approval,” Exhibit 1 to the proposed Resolution included with 12-15-15 Staff
Report, at para. C.1.1.b. and C.4.2.2.a. [a “Revised Hydraulic Evaluation of Middlefield
Apartments and Self-Storage Facility Project” was prepared by West Yost Associates on
March 6, 2015 for the Project].) However, there is no such report attached to the Staff
Report for review and consideration by the City Council or the general public, and was also
not before the Planning Commission when making its recommendation for the project, as far
as we can tell from the City’s online resources. Although we have not had a chance to
review such report, and request to do so, we have prepared the following general comments
relating to concerns over water supply for the project:

The impacts of the drought that the State is facing have compounded, causing the Governor
to issue Executive Order B-29-15" on April 25, 2014, imposing mandatory water restrictions
across the State of a minimum 25% reduction in use. In addition to not knowing whether
staff has properly evaluated the provisions of water and water impacts of the project due to
the unavailability of the water study, the Executive Order and resulting water curtailments

! The full text of the Executive order is attached hereto and incorporated herein by reference as Exhibit A.



City Council, City of Tracy Re: Ordinance Amending Edgewood Concept Development Plan
December 15, 2015
Page 16

bring into question whether there is any proven water available for the project at all. The
Executive Order provides in pertinent part:

» WHEREAS the severe drought conditions continue to present urgent challenges
including: drinking water shortages in communities across the state, diminished water
for agricultural production, degraded habitat for many fish and wildlife species,
increased wildfire risk, and the threat of saltwater contamination to fresh water supplies
in the Sacramento-San Joaquin Bay Delta;

* WHEREAS the distinct possibility exists that the current drought will stretch into a
fifth straight year in 2016 and beyond; and

» WHEREAS new expedited actions are need to reduce harmful impacts from water
shortages and other impacts of the drought; and

» The State Water Resources Control Board (Water Board) shall impose restrictions
statewide to achieve a statewide 25% reduction in potable urban water usages through
February 2016.

In response to the Governor’s Executive Order, the San Joaquin County Board of Supervisors
passed a resolution on May 5, 2015, “Implementing State II Emergency Water Conservation
Measures For All Water Districts Governed by the Board of Directors.”? The Resolution
mandates that all County water districts comply with State I Emergency Water Conservation
measures as enumerated by Section 5-3412 of the Ordinance Code of San Joaquin County.’

The Executive Order and water curtailments underscore the Project’s water analysis
shortcomings. The Project fails to disclose the uncertainty, possible outcomes, and impacts,
and proposes no mitigation measures should the assumed water supply fail to materialize.

7. Sewer Report/Failure to Disclose.

The Environmental Analysis for the project states that a Sewer Study was prepared for the
project. (See Environmental Analysis, Attachment F to Staff Report, at p. 64; see also
“Conditions of Approval,” Exhibit 1 to the proposed Resolution included with 12-15-15 Staff
Report, at para. C.4.2.1.a [a Sewer Study was prepared by Carlson, Barbee & Gibson, Inc. on
August 3, 2013 for the Project].) However, there is no such report attached to the Staff
Report for review and consideration by the City Council or the general public, and was also
not before the Planning Commission when making its recommendation for the project, as far
as we can tell from the City’s online resources.

? Resolution R-15-59 is attached hereto and incorporated herein by reference as Exhibit B.

® Ordinance 5-3402, 5-3411, and 5-3412 are collectively attached hereto and incorporated herein by reference as Exhibit C.
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8. Planning Consistency Problems.

As a policy matter, exchanging the existing neighborhood shopping center to apartments is
problematic. The Environmental Analysis ignores the Basalite batch plant that is constructed
directly across the street (W. Linne Road). From a planning perspective, such placement of
residential uses close to what can be a noisy, smelly use is very poor planning. There is no
discussion as to whether the proposed ministorage — which is intended to be constructed at a
future time — provides adequate buffer.

Ehzbits A-C

cc’s via email:
Client
Andrew Malik, Director of Development & Engineering Services
Bill Dean, Asst. Director of Development & Engineering Services

Horizon.Edgewood\City Council Letter re Edgewood CDP Amendment Ordinance



ATTACHMENT “A”



Fyecutive Peparment
Stote of California

EXECUTIVE ORDER B-29-15

WHEREAS on January 17, 2014, | proclaimed a State of Emergency to exist
throughout the State of California due to severe drought conditions; and

WHEREAS on April 25, 2014, | proclaimed a Continued State of Emergency
to exist throughout the State of California due to the ongoing drought; and

WHEREAS California's water supplies continue to be severely depleted
despite a limited amount of rain and snowfall this winter, with record low snowpack
in the Sierra Nevada mountains, decreased water levels in most of California’s
reservoirs, reduced flows in the state's rivers and shrinking supplies in underground
water basins; and

WHEREAS the severe drought conditions continue to present urgent
challenges including: drinking water shortages in communities across the state,
diminished water foragricultural production, degraded habitat for many fish and
wildlife specles, increased wildfire risk, and the threat of saltwater contamination to
fresh water supplies in the Sacramento-San Joaquin Bay Delta; and

WHEREAS a distinct possibility exists that the current drought will stretch into
a fifth straight year in 2016 and beyond; and

WHEREAS new expedited actions are needed to reduce the harmful impacts
from water shortages and other impacts of the drought; and ]

WHEREAS the magnitude of the severe drought conditions continues to
present threats beyond the control of the services, personnel, equipment, and
facilities of any single local government and require the combined forces of a mutual
aid regipn or regions to combat; and

WHEREAS under the provisions of section 8558(b) of the Government Code,
1 find that conditions of extreme peri} to the safety of persons and property continue
to exist in California due to water shortage and drought conditions with which lacal
authority is unable to.cope; and

WHEREAS under the provisions of section 8571 of the California
Government Code, | find that strict compliance with various statutes and regulations
specified in this order would prevent, hinder, or delay the mitigation of the effects of
the drought.

NOW, THEREFORE, |, EDMUND G. BROWN JR., Governor of the State of
California, in accordance with the authority vested in me by the Constitution and
statutes of the State of Califomnia, in particular Government Code sections 8567 and
8571 of the California Government Code, do hereby issue this Executive Order,
effective immediately.

“Eou




IT IS HEREBY ORDERED THAT:

1. The orders and provisions contained in my January 17, 2014 Proclamation,
my Aptil 25, 2014 Proclamation, and Executive Orders B-26-14 and B-28-14
remain in full force and effect except as modified herein.

SAVE WATER

2. The State Water Resources Control Board (Water Board) shall impose
restrictions to achieve a statewide 25% reduction in potable urban water
usage through February 28, 2016. These restrictions will require water
suppliers to California’s cities and towns to reduce usage as compared to the
amount used in 2013, These restrictions should consider the relative per
capita water usage of each water suppliers' service arsa, and require that
those areas with high per capita use achieve proportionally greater reductions
than those with low use. The California Public Utilities Commission is
requested to take similar action with respect to Investor-owned utllities
providing water services.

3. The Department of Water Resources (the Department) shall lead a statewide
initiative, in partnership with local agencies, to collectively replace 50 million
square feet of lawns and ornamental turf with drought tolerant landscapes.
The Department shall provide funding to allow for lawn replacement programs
in underserved communities, which will complement local programs already
underway across the state.

4. The California Energy Commission, jointly with the Department and the Water
Board, shall implement a time-limited statewide appliance rebate program to
provide monetary incentives for the replacement of inefficient household
devices. !

5. The Water Board shall impose restrictions to require that commercial,
industrial, and institutional properties, such as campuses, golf courses, and
cemeteries, immediately implement water efficiency measures to reduce
potable water usage in an amount consistent with the reduction targets - -
mandated by Directive 2 of this Executive Order.

6. The Water Board shall prohibit irrigation with potable water of arnamentai turf
on public street medians.

7. The Water Board shall prohibit irrigation wifh potable water outside of newly
constructed homes and buildings that is not delivered by drip or microspray
systems. s
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8. The Water Board shall direct urban water suppliers to develop rate structures
and other pricing mecharnisms, including but not limited to surcharges, fees,
and penaltigs, fo maximize water conservation consistent with statewide
water restrictions. The Water Board is directed to adopt emergency
regulations, as it deems necessary, pursuant to Water Code section 1058.5 to
implement this directive, The Water Board is further directed to work with
state agencies and water suppliers to identify mechanisms that would
encuourage and facilitate the adoption of rate structures and other pricing
mechanisms that promote water conservation. The California Public Utilities
Commission is requested to take similar action with respect to investor-owned
utilities providing water services.

INCREASE ENFORCEMENT AGAINST WATER WASTE

9. The Water Board shall require urban water suppliers to provide monthly
information on water usage, conservation, and enforcement on a permanent
basis. i

10. The Water Board shall require frequent reporting of water diversion and use
by water right holders, conduct inspections to determine whether illegal
diversions or wasteful and unreasonable use of water are occurring, and bring
enforcement actions against illegal diverters and those engaging in the
wasteful and unreasonable use of water. Pursuant to Government Code
sections 8570 and 8627, the Water Board is granted authority to inspect
property or diversion facilities to ascertain compliance.with water rights laws
and regulations where there is cause to believe such laws and regulations
have been violated. When access is not granted by-a property owner, the
Water Board may obtain an inspection warrant pursuant to the procedures set
forth in Title 13 (commencing with section 1822.50) of Part 3 of the Code of
Civil Procedure for the purposes of conducting an inspection pursuant to this
directive. .

11. The Department shall update the State Mode!l Water Efficient Landscape
Ordinance through expedited regulation. This updated Ordinance shall
increase water efficiency standards for new and existing landscapes through
more efficient irrigation systems, greywater usage, onsite storm water
capture, and by limiting the portion of landscapes that can be covered in turf.
It will also require reporting on the implementation and enforcement of local
ordinances, with required reports due by Dacember 31, 2015. The
Department shall provide information on local compliance to the Water Board,
which shall consider adopting regulations or taking appropriate enforcement
actions to promote compliance. The Department shall provide technical
assistance and give priority in grant funding to public agencies for actions
necessary to comply with local ordinances.

12. Agricultural water suppliers that supply water to more than 25,000 acres shall
include in their required 2015 Agricultural Water Management Plans a
detailed drought management plan that describes the actions and measures
the supplier will take to manage water demand during drought. The
Department shall require those plans to include quantification of water
supplies and demands for 2013, 2014, and 2015 to the extent data is
avajlable, The Department will provide technical assistance to water
suppliers in preparing the plans.g@b .

L)
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13.

14.

15.

16.

Agricuitural-water suppliers that supply water to 10,000 to 25,000 acres of
irigated Jands shalll develop Agricultural Water Managemient Plars and
submit the plans to the Department by July 1, 2016. These plans shall
include a detailed drought management plan and quantification of water
supplies and:demands in 2013,.2014, and 2015, to the extent that data is
available. The Department shall give priority in grant funding to agricultural
waterasuppliers that supply water to 10,000 to 25,000 acres of land for
development and implementation of Agricultural Water Management Plans.

The Departimenit shall report to Water Board on the status of the Agricultural
Water Managemerit Plan submittals within one month of receipt of those
reports.

Local water agencies in high and medium priority groundwater basins shall
immediately implement all requirements of the California Statewide
Groundwater Elevation Monitoring Program pursuant to Water Code section
10933. The Department shall refer nohcompliant local water agencies within
high and medium priority groundwater basins to the Water Board by
December 31, 2015, which shall consider ddopting regulations or taking
appropriate enforcement to promote compliance.

The California Energy Commission shall adopt emergency regulations
establishing standards that improve the efficiency of water appliances,
including toilets, urinals, and faucets available for sale and installation in new
and existing buildings.

INVEST IN NEW TECHNOLOGIES

17.

The California Energy Commission, jointly with the Department and the Water
Board, shall implement a Water Energy Technology (WET) program to deploy
innovative water management technologies for businesses, residents,
industries, and agriculture. This program will achieve water and energy
savings and greenhouse gas reductions by accelerating use of cutting-edge
technologies such as renewable energy-powered desalination, integrated on-
site reuse systems, water-use monitoring software, irrigation system timing
and precision technology, and on-farm precision technology.

STREAMLINE GOVERNMENT RESPONSE

18.

18.

The Office of Emergency Services and the Department of Housing and
Community Development shall work jointly with counties to provide temporary
assistance for persons moving from housing units due to a lack of potable
water who are served by a private well or water utility with less than 15
connections, and where all reasonable attempts to find a potable water
source have been exhausted.

State permifting agencles-shall prioritize review and approval of water
infrastructure projects and programs that increase local water supplies, .
including water recycling facilities, reservoir improvement projects, surface
water treatment plants, desalination plants, stormwater capture, and
greywater systems, Agencles shall report to the Governor's Office on
applications that have been pending for longer than 80 days.

{xoe]
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20.

21.

22,

23.

24.

25.

The Department shall take actions required to plan and, if necessary,
implement Emergency Drought Salinity Barriers in coordination and
consultation with the Water Board and the Department of Fish and Wildlife at
locations within the Sacramento - San Joaquin delta estuary, These barriers
will be designed to conserve water for use later In the year to mest state and
federal Endangered Species Act requirements, preserve to the extent
possible water quality in the Delta, and retain water supply for essential
human health arid safety uses in 2015 and in the future.

The Water Board and the Department of Fish and Wildlife shall immediately
consider any necessary regulatory approvals for the purpose of installation of
the Emergency Drought Salinity Barriers.

The Department shall immediately consider voluntary crop idling water
transfer and water exchange proposals of one year or less in duration that are
initiated by local public.agencies and approved in 2015 by the Department
subject to the criteria set forth in Water Code section 1810.

The Water Board will prioritize new and amended safe drinking water permits
that enhance water supply and reliability for community water systems facing
water shortages or that expand service connections to include existing
residences facing water shortages. As the Department of Public Health's
drinking water program was transferred to the Water Board, any reference to
the Department of Public Health in any prior Proclamation or Executive Order
listed in Paragraph 1 Is deemed to refer to the Water Board.

The California Department of Forestry and Fire Protection shall laynch a
public information campaign to educate the public on actions they can take to
help to prevent wildfires including the proper treatment of dead and dying
trees. Pursuant to Government Code sectiont 8645, $1.2 million from the State
Responsibility Area Fire Prevention Fund (Fund 3063) shall be allocated to
the California Department of Forestry and Fire Protection to carry out this
directive,

The Energy Commission shall expedite the processing of all applications or
petitions for amendments to power plant certifications issued by the Energy
Commission for the purpose of securing alternate water supply necessary for
continued power plant operation. Title 20, section 1769 of the California
Code of Reguiations is hereby waived for any such petition, and the Energy
Commission is authorized to create and implement an alternative process to
consider such petitions. This process may delegate amendment approval
authority, as appropriate, to the Energy Commission Executive Director. The
Energy Commission shall give timely notice to all relevant local, regional, and
state agencies of-any petition subject to this directive, and shall post on its
website any such petition.




28.

27.

28.

28.

30.

For purposes of carrying out directives 2-9, 11, 16-17, 20-23, and 25,
Division 13 (commencing with section 21000} of the Public Resources Code
and regulations adopted purstiant to that Division are hereby

suspended. This suspension applies to any actions taken by state agencies,
and.for-actions taken by local agencies where the state agency with primary
responsibility for implementing the directive concurs that iocal action is
required, as well as for any necessary permits or approvals required to

complete these actions. This suspension, and those specified in paragraph 9

of the January 17, 2014 Proclamation, paragraph 19 of the April 25, 2014
proclamation, and paragraph 4 of Executive Order B-26-14, shall remain in
effect until May 31, 2016. Drought relief actions taken pursuant to these
paragraphs that are started priorto May 31, 2016, but not completed, shall
not be subject to Division 13. (commencing with section 21000) of the Public
Resources Code:for the time réquired to complete them.

For purposes of carrying out directives 20 and 21, section 13247 and Chapter
3 of Part 3 (commencing with section 85225) of the Water Code are
suspended.

For actions called for in this proclémation in directive 20, the Department
shall exercise any authority vested in the Central Valley Flood Protection
Board, as codified in Water Code section 8521, et seq., that is necessary to
enable these urgent actions to be taken more quickly than otherwise possible.
The Director of the Department of Water Resources is specifically authorized,
on behalf of the State of California, to request that the Secretary of the Army,
on the recommendation of the Chief of Engineers of the Army Corps of
Engineers, grant any permission required pursuant to section 14 of the Rivers
and Harbors Act of 1899 and codified in section 48 of title 33 of the United
States Code.

The Department is directed to enter into agreements with landowners for the
purposes of planning and installation of the Emergency Drought Barriers in
2015 to the extent hecessary to accommodate access to barrier locations,
land-side and water-side construction, and materials staging in proximity to
barrier locations. Where the Department is unable to reach an agreement
with landowners, the Department may exercise the full authority of
Government Code section 8572.

For purposes of this Executive Order, chapter 3.5 (commericing with section
11340) of part 1 of division 3 of the Government Code and chapter 5
(commencing with section 25400) of division 15 of the Public Resources
Code are suspended for the development and adoption of regulations or
guldelines needed to carry out the provisions in this Order. Any entity issuing
regulations or guidelines pursuant to this directive shall conduct a pubilic .
meeting on the regulations and guidelines prior to adopting them.
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31. In order Yo ensure that equipment and services necessary for drought
response can be procured quickly, the provisions of the Government Code
and the Public Contract Code applicable to state contracts, including, but not
limited to, advertising and competitive bidding requirements, are hereby
suspended for directives 17, 20, and 24. Approval by the Department of
Finance Is required prior to the execution of any contract entered into

pursuant to these directives.

This Executive Order is not intended to, and does not, create any rights or
benefits, substantive or pracedural, enforceable at law or in equity, against the State
of California, its agencies, departments, entities, officers, employees, or any other

person.

I FURTHER DIRECT that as soon as hereafter possible, this Order be filed in
the Office of the Secretary of State and that widespread publicity and notice be given

to this Order.

IN WITNESS WHEREOF | have
hereunto set my hand and. caused the
Great Seal of the State of California to
be affixed this 1% day of April 2015, -

EDMUND G. BROWN JR.
Govarnor of California

ATTEST:

ALEX PADILLA
Secretary of State




ATTACHMENT “B”



BEFORE THE BOARD OF SUPERVISORS OF THE COUNTY OF SAN JOAQUIN,
STATE OF CALIFORNIA

R-15-_59

WHEREAS, Section 5-3409 of the Ordinance Code of San Joaquin County
empowers the Board of Supervisors to declare the existence of a water emergency and
implement additional conservation measures when necessary and proper to protect and
conserve the water supply for human consumption, sanitation, and fire protection; and,

WHEREAS, on August 12, 2014, the Board of Supervisors approved Resolution
R-14-130 declaring that a water emergency exists and implementing Stage |
Emezgency Water Conservation Measures for all Water Districts governed by the

Board; and,

WHEREAS, the Governor of the State of California has issued an Executive
Order on April 1, 2015, directing additional Statewide water conservation measures to

be implemented; and,

WHEREAS, the Board of Supervisors has determined that current drought
conditions require additional restrictions on water use to conserve water supply for
human consumption, sanitation, and fire protection.

NOW, THEREFORE, IT IS HEREBY DECLARED AND ORDERED that Stage |
Emergency Water Conservation Measures, as enumerated in Section 5-3412 of the
Ordinance Code of San Joaquin County, are mandatory for all customers of all Water
Districts governed by the Board of Supervisors of the County of San Joaquin, State of

California.

IT IS FURTHER DECLARED AND ORDERED that said water eme ency shall
be deemed to continue to exist until its termination is declared by the Board of
Supervisors of the County of San Joaquin, State of California.

PASSED AND ADOPTED this Sth day of May, 2015, by the following vote of the
Board of Supervisors, to wit:

AYES: Winn, Elliott, Villapudua, Bestolarides, Miller

NOES: None

ABSENT: None

ATTEST: MIMI DUZENSKI
Clerk of the Board of Supervisors
County of San Joaquin,
State of California

AD-15D024-M3
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5-3402 - CONSERVATION OF WATER.
It shall at all times be unlawful for any person within the boundaries of any Water District to use water

for any of the following:

(a) For exterior landscape, garden, or pasture irrigation including, but not limited to, public, private
and commercial locations as follows:

(1) Irrigation shall be prohibited between the hours of 11:00 a.m. to 6:00 p.m.
(2) Exceptions to the above regulations:

() Drip and/or mist irrigation systems.

(i) Other users which cannot reasonably comply with the above regulations due to normal
hours of use or type of use of the area to be irrigated may be excepted upon approval by
the Director of a water conservation plan which meets the goals of reduction and
conservation.

(b) Fail to repair water leaks, breaks or malfunctions within the water user's plumbing or distribution
system for any period of time within which such break or leak should reasonably have been
discovered and corrected. It shall be presumed that a period of twenty-four (24) hours after the
water user discovers such break, leak or malfunction, or receives notice from the County, any
water provider or enforcement authority of such condition, whichever occurs first, is a reasonable
time within which to correct such condition or to make arrangements for correction.

(c) To use water for washing vehicles or boats, or cleaning buildings or mobile home exteriors
without an automatic shut-off nozzle on the hose.

(d) The operation of any automated commercial car wash unless at least twenty percent (20%) of the
soap/water for such use is reclaimed. For existing automated commercial car washes, if a
reclaimed water system cannot be installed, the car wash operator shall submit a plan
satisfactory to the Director to modify operation of the facility to reduce its usage of water by at
least twenty percent (20%) of its usage during the same month of the prior year for comparable
business volume. If there is no history of prior use, the operator shall provide to the Director data
comparable to such history to establish its base monthly usage.

(e) Serving water to restaurant customers except upon request.

() Repealed by Ord. 3833.

(8) Use of water in publicly displayed ornamental fountains in public and commercial
establishments, except for recycled or recirculated water.

(h) Use of water to wash driveways, sidewalks, patios, parking lots, aprons and other similar exterior
surfaces is prohibited except for sanitation, public health and safety, and fire protection
purposes.

(i) The refilling of all existing swimming pools and the filling of new swimming pools, whether public,
private or commercial within a Water District, or area that has a nonmetered water system,
unless payment of a water use fee equivalent to the current cost to produce water in the Water
District (as determined by the Director) for the estimated swimming pool capacity is paid, prior to
the refilling or filling of pools, to the District or to the area in which the swimming pool is located.

0
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The indiscriminate running of water or washing with water not otherwise prohibited above which
is without reasonable purpose and which is evidenced by the runoff of water off the property or
into drainage facilities for more than ten (10) minutes.
(k) Use of water from fire hydrants without permission from the governing agency or purveyor of

water or fire protection agency which has jurisdiction over the hydrant.
() Use of water for dust control purposes except for recycled, or other nonpotable water, except for
health or safety purposes.

7115/2015

(Ord. No. 4450, § 1, 8-12-2014)

5-3411 - STAGE | EMERGENCY WATER CONSERVATION MEASURES.
During Stage | of a water supply shortage, the shortage is minor, and a ten percent (10%) or greater

reduction in water usage is the goal.

(a) All requirements of 5-3402 apply, and in addition, landscape, garden, and pasture irrigation shall
be limited to @ maximum of three days per week, when necessary, and shall be based on the
following odd-even schedule:

(1) Customers with street addresses ending with an even number may irrigate only on
Wednesday and/or Friday and/or Sunday;

(2) Customers with street addresses ending with an odd number may irrigate only on Tuesday
and/or Thursday and/or Saturday;

(3) Noirrigation will be permitted on Mondays.

(4) Watering of landscapes at times and on days other than those specified in this section or
during high winds that cause water to blow away from the landscapes being watered is

' prohibited.

(b) Draining and refilling of pools, spas and ponds shall be allowed for health, maintenance or
structural considerations, after approval by the Public Works Director. Customer requests for
approval must be in writing to the Director.

(c) Washing of vehicles, boats, equipment, etc. shall be accomplished under the following
restrictions:

(1) Water buckets shall be utilized;
(2) Water hoses with automatic shutoff devices may be used for rinsing for duration not to
exceed three minutes.

(d) Restrictions in this stage do not apply to recycled water, or water delivered to a site from a
source other than a Water District.

(Ord. No. 4450, § 1, 8-12-2014)

5-3412 - STAGE Il EMERGENCY WATER CONSERVATION MEASURES.
During Stage Il of a water supply shortage, the shortage is moderate, and a twenty percent (20%) or
greater reduction in water usage is the goal.

(a) Allrequirements of 5-3402 and_5-3411 apply, except that:
(1) landscape, garden, and pasture irrigation will be limited to two days per week with street
addresses ending in an even number watering on Wednesdays and/or Sundays and street
addresses ending in an odd number watering on Tuesdays and/or Saturdays.

about:blank
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(b) The addition of water above the minimum level necessary to comply with the health
requirements for pool, hot tub or jacuzzi circulation, public or private (that is, adding water to
bring the level to the top, where splash-out occurs) is prohibited.

(c) Restaurants shall post at every table and in restrooms notice of water emergency conditions and
water restrictions. Acceptable methods of notification to patrons include notices or table tents
placed on the tables or in the menus and in restrooms in a form approved or provided by the
Director.

(d) The owner and/or manager of every hotel, motel, inn, guest house, and every other short- term
commercial lodging shall post notice of water emergency condition information in every guest
room, in a form approved or provided by the Director.

(e) Restrictions in this stage do not apply to recycled water, or water delivered to a site from a source
other than a Water District.

(Ord. No. 4450, § 1, 8-12-2014)
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December 14, 2015

Mr. Andrew Malik
Development Services Director
City of Tracy

333 Civic Center Plaza

Tracy, CA 95376

Dear Andrew:

We are pleased to present this Draft I-205 Corridor Retail Demand Study. We have enjoyed
working with you and your staff on this project. | look forward to presenting key findings to
Council, and revising the report based on any feedback. Please feel free to call if you have any
questions or comments.

Best regards,
WC l(e, “w
e

Raymond Kennedy
Director of Research

2600 10" St., Suite 300 803 2" St., Suite A 706 South Hill St., Suite 1200 1400 | St. NW, Suite 350 49 West 27" St., Suite 10W
Berkeley, CA 94710 Davis, CA 95616 Los Angeles, CA 90014 Washington, DC 20005 New York, NY 10001
510.547.9380 530.750.2195 213.471.2666 202.588.8945 212.683.4486
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Background and Study Purpose

After a period of decline following the onset of the Great Recession that resulted in limited
commercial and industrial development, the U.S. and California economies have recovered, as
reflected in Tracy in renewed development proposals. Members of the City Council have
indicated that the City needs to balance industrial development with the desire to preserve
land to meet future retail demand, especially in the I-205 corridor, which provides regional
access for businesses and for consumers from other nearby communities. To assess the
depth of potential retail demand, the City has requested that BAE undertake a Retail Demand
Forecast for the City.

Report Organization

This report contains the following sections, providing background information and addressing
issues of concern: this Introduction and Summary of Findings; Demographic Overview; Retail
Sales Analysis; Retail Real Estate Market Conditions; and finally, a Comparison of Supply and
Demand for retail and commercial land in Tracy.

Study Methodology

The primary purpose of this study is to estimate future demand for retail space in the 1-205
Corridor in the City of Tracy.

The methodology utilizes the following steps:

1. Define a Primary Market Area (“PMA”) for retailers in Tracy, based on the location of
existing and planned competitive supply and shopping patterns of area residents. The
focus is on region-serving retailers such as those that might benefit from locations in
the 1-205 Corridor.

2. Document and analyze basic demographic conditions in Tracy and the PMA, including
Tracy’s population and income as a percent of the PMA, along with benchmark
comparisons to San Joaquin County overall.

3. Document and evaluate historic retail sales trends in Tracy and the PMA, and estimate
future retail sales based on local and regional demand.

4. Document and analyze existing retail real estate trends, with an overview of absorption
and vacancy trends in Tracy and the PMA, a description of existing retail centers and
nodes in Tracy and the PMA, and a discussion of near-term planned and proposed
retail development.
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5. A comparison of retail land supply and demand in five year increments out to 2030,
with demand estimated by converting projected sales to land demand based on
benchmarks for sales per square foot and acre, and supply data provided by the City
Tracy. The demand for retail in the I1-205 Corridor will be focused on region-serving
uses. This final step will provide the key findings for the analysis.

Definition of Primary Market Area

The Primary Market Area (“PMA”) has been defined as the Cities of Tracy, Lathrop, and
Manteca, as well as Mountain House and other nearby unincorporated areas, as shown on the
following page. It is important to note that while the majority of Tracy’s shoppers are likely to
reside within this area, Tracy, and especially the I-205 corridor, will attract other consumers
travelling through the City, as well as other shoppers from elsewhere who are attracted to
particular retailers in Tracy.

Demographic Overview

Historic Population Trends

Tracy and the PMA experienced strong population growth between 2000 and 2010, both
geographies growing at an annual compound rate of 3.8 percent, compared to only 2.0
percent for San Joaquin County overall. This growth slowed considerably over the last five
years, which were years of slow recovery from the recession and the housing crisis which
impacted the County severely. Tracy’s growth rate slowed to only 1.2 percent annually, while
the PMA’s rate was 1.5 percent and the County’s was 0.8 percent. Household growth trends
mirrored those of the population overall.

Tracy’s households tend to be larger than the PMA’s, which in turn are larger than the
County’s. Household size has been increasing in Tracy, the PMA, and the County.

Tracy’s share of the PMA’s population, and thus of the PMA’s consumer base, has remained
relatively unchanged over the last 15 years, at approximately 42 percent of the total.
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Population Trends, 2000-2015

Annual Rate Annual Rate
of Change of Change

Population 2000 2010 2000-2010 2015 2010-2015
City of Tracy 56,929 82,922 3.8% 88,019 1.2%
Primary Market Area 134,319 195,536 3.8% 210,630 1.5%
San Joaquin County 563,598 685,306 2.0% 713,388 0.8%
Tracy Population as % of PMA 42% 42% 42%
Households
City of Tracy 17,620 24,331 3.3% 25,341 0.8%
Primary Market Area 41,572 58,216 3.4% 61,822 1.2%
San Joaquin County 181,629 215,007 1.7% 221,834 0.6%
Average HH Size
City of Tracy 3.21 3.40 3.46
Primary Market Area 3.12 3.28 3.34
San Joaquin County 3.00 3.12 3.16

Sources: U.S. Census, 2000 and 2010; Nielsen; BAE, 2015.

Future Population Trends

The PMA’s population is projected to increase by slightly more than 25 percent between 2015
and 2030, to a total population of 264,000. Based on the 600 unit per year cap in the Growth
Management Ordinance, Tracy’s population is projected to increase by 28,000 over the
period, to 115,000, with percentage growth slightly higher than for Manteca and Lathrop, but
below that of Mountain House. Even with its Growth Management Ordinance in place, Tracy
will continue to be the largest city in the PMA; Tracy’s share of PMA population is estimated to
remain about the same, with a minimal increase in share from 42 to 43 percent.

Assuming no long-term declines in incomes and spending power, this additional population

growth will lead to increased retail expenditures by residents of Tracy and the PMA, which in
turn may be reflected in increased demand for land to support new retail development.
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Long-Term Population Projections

Total Population % Growth

2015 2020 2025 2030 2015-2030
Tracy 87,000 96,000 105,000 115,000 32%
Manteca 71,831 77,018 82,912 88,855 24%
Lathrop 19,487 21,102 22,936 24,786 27%
Mountain House 10,975 12,435 14,094 15,766 44%
Unincorporated PMA 20,000 20,000 20,000 20,000 0%
PMA Total 209,293 226,555 244,942 264,407 26%

Tracy as Percent of PMA 42% 42% 43% 43%

Notes:
Estimates here may vary from those found in the previous table, due to use of different sources to develop long-term
projections.

Sources: University of the Pacific Business Forecasts for San Joaquin Council of Governments, preliminary estimates
provided to City of Tracy; City of Tracy; Nielsen; BAE, 2015.

Resident Income

Consumer buying power is a critical factor in assessing the potential for retail development,
and household income provides a measure of the strength of this disposable income. At
$71,476, Tracy has a higher 2015 median annual household income than the PMA at
$66,930, which in turn has a considerably higher median household income than San Joaquin
County at $51,027. Because of Tracy’s higher incomes, retailers seeking a retail location,
especially higher-end retailers, may prefer to locate in Tracy rather than elsewhere in the PMA.

Tenure

Tenure (owner vs. renter occupancy) impacts the retail mix of an area as well as overall sales
volumes. For instance, home owners are more likely to spend money on home improvements,
appliances, and furniture; since renters tend to be younger, they may be more likely to spend
money on meals away from home, entertainment, or other similar items and services. Renters
also tend to have lower incomes, leading to reduced overall retail expenditures.

In 2000, Tracy had a higher proportion of homeowners than the PMA overall, but by 2010, as
homeownership rates declined due to the recession and foreclosure crisis, Tracy’s
homeownership declined to a level slightly below the PMA. Currently, homeowners make up
66.3 percent of all households in Tracy.

Retail Sales and Demand Analysis

Retail Sales Trends in Tracy and the Primary Market Area

The following section presents taxable retail sales data for the City of Tracy and the PMA by
major retail store category. For comparative purposes, sales data from San Joaquin County
and California are also presented. All data are presented in constant 2014 dollars, adjusted



DRAFT

using the California Consumer Price Index. Data are presented for the period from 2004
through 2nd quarter 2014, which was the most recently published data at the time of this
analysis, with additional BAE estimates for 2015 based on more recent data provided by the
City of Tracy.

For California, San Joaquin County, the PMA, and Tracy, inflation-adjusted taxable retail sales
levels gradually increased between 2004 and 2005, and then began a multi-year decline
which accelerated over time, with large drops from 2007 through 2009 as the Great
Recession took hold. Total taxable retail sales levels in 2009 were the lowest of the 2004
through 2014 period. Since 2009, sales have recovered gradually, but are still below 2005
levels on an inflation-adjusted basis, despite increases in population over the decade.
Generally, the PMA and Tracy did not see declines as great as state- or county-wide, and have
recovered farther. For the 3rd Quarter 2013 through 2nd Quarter 2014 period (most recent
data available), total taxable retail sales in Tracy were slightly less than $1.2 billion, and in the
PMA they were approximately $2.1 billion.

For the most recent period (3rd Quarter 2013 through 2nd Quarter 2014) with reported data,
Tracy’s share of PMA taxable sales is 57 percent, similar to the 58 percent share of 2004
through 2006. In between those two annual periods, though, the proportion declined to 51
percent in 2009. Much of this can be attributed to a slump in motor vehicle sales, which is a
relatively large component of retail in Tracy. Manteca’ share of total taxable retail sales has
ranged between 35 and 39 percent since 2004, and Lathrop’s share has fluctuated between
five and ten percent.

Per Capita Taxable Retail Sales

Per capita retail sales are an indicator of the relative strength of a locale as a retail
destination; other factors being equal, higher per capita sales relative to a benchmark point
toward attraction of shoppers from outside the area, and lower per capita sales indicate that
local shoppers are going elsewhere to make their purchases. Inflation-adjusted annual per
capita taxable retail sales trends generally mirror those for overall sales, with peak per capita
taxable sales for most areas in 2005, after which sales declined through 2009 and then
undertook a gradual increase. However, the recovery for per capita sales has not been as
strong as for overall taxable retail sales, since population has been increasing over time also,
even during the recession.

Tracy had inflation-adjusted per capita taxable retail sales of $15,540 in 2004, and for the
most recent four quarters from 3rd Quarter 2013 through 2nd Quarter 2014, the City’s inflation-
adjusted per capita taxable retail sales are only $13,780, even though total taxable retail
sales are higher than in 2004. Even given these declines, however, Tracy still has per capita
retail sales greater than California, San Joaquin County, Manteca, or Lathrop. This likely
reflects both the higher incomes in Tracy and an attraction of shoppers to the diverse array of
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retail shopping opportunities in the City as well as the population base in Mountain House
where there is currently almost no retail development.

Per Capita Retail Sales by Major Store Category

Tracy’s high per capita sales overall are due to high per capita sales levels for motor vehicles,
home furnishings/appliances,! gasoline stations, and general merchandise stores. Sales are
particularly high for motor vehicles and general merchandise stores, reflecting the strong
position of Tracy’s cluster in the [-205 corridor of new car dealers and large general
merchandise stores ranging from Costco to Walmart to Macy’s. The high gasoline station
sales are likely linked to Tracy’s position on a major commute corridor from the Central Valley
to the Bay Area.

Tracy appears particularly weak in clothing and apparel-related stores, as well as the Other
Retail Group, which includes a broad range of specialty retail, including office supply stores,
pet supply stores, book stores, and sporting goods, as well as pharmacies. For clothing stores,
and to a lesser degree the Other Retail Group, per capita sales have been declining since
2004; these declines may be related to the effective failure of the outlet mall, and the limited
number of major name-brand retailers in the West Valley Mall other than the anchor
department stores.

1 High sales in this category may be due to the presence of one or more major chain distribution centers in Tracy
functioning as the point of sale for online and/or phone sales.

vi
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Per Capita Sales by Category in Tracy and the PMA Relative to the State
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Chart shows 3Q 2013- 2Q 2014 per capita sales for Tracy and the PMA by category relative to California overall; e.g., per
capita food and beverage store sales in the Market Area are 30 percent below the statewide benchmark. Includes only
taxable sales. For additional detail, see Appendix A.

Sources: State Dept. of Finance; Nielsen; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of
Labor Statistics; 2012 Economic Census; BAE, 2015.

Estimate of Demand for Additional Retail Space in Tracy

Overview of Methodology
This estimate builds on the historic trend information and demographic analysis via the
following steps:
o Retail sales for Tracy and the PMA are updated to 2015
e Per capita estimates are derived based on these overall 2015 estimates
e Sales are aggregated into two categories: motor vehicle-related and all other retail
e Future PMA retail sales are estimated by using the population projections along with
the per capita sales estimates for these two major categories, using five-year intervals
out to 2030

vii
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e Tracy’s share/capture of PMA sales is derived assuming Tracy’s current share of the
PMA'’s retail sales

e Using this share proportion, future Tracy retail sales for the two major retail categories
are estimated

e Industry-standard benchmarks for sales per square foot/sales per acre along with
typical floor area ratios (FARs), vacancy, and non-retail use of retail space (e.g., beauty
salons, insurance offices, banks) are then applied to each five-year increment in sales,
to generate an estimate of demand for additional retail land through 2030.

2015 Retail Sales

Tracy’s 2015 per capita motor vehicle-related retail sales are estimated at $5,943, with non-
automotive retail sales estimated at $10,938. For the PMA, 2015 motor vehicle-related sales
per capita are estimated at $4,019 and non-automotive retail sales are estimated at $8,407.

viii
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Estimated Retail Sales by Major Retail Store Category, 2015

Sales in 2014 $000 (a) (b) (c)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Automotive
Non-Automotive

Sales per Capitain 2014 $ (a) (b) (c)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Automotive
Non-Automotive

Population

Market Area

Tracy Lathrop Manteca (d)
$338,280 $37,055 $134,050 $509,386
$143,743 $0 $20,868 $164,612
$72,483 $13,860 $51,821 $138,164
$187,182 $24,578 $121,822 $333,582
$178,755 $64,603 $87,137 $330,496
$39,852 $105 $34,870 $74,827
$258,415 $31,439 $256,715 $546,568
$147,361 $19,737 $114,311 $281,409
$102,571 $4,588 $110,705 $217,864
$1,468,644 $195,963 $932,300 | $2,596,907
$517,036 $101,658 $221,188 $839,882
$951,608 $94,305 $711,112 $1,757,026
Market Area
Tracy Lathrop Manteca (d)
$3,888 $1,855 $1,874 $2,437
$1,652 $0 $292 $788
$833 $694 $724 $661
$2,152 $1,231 $1,703 $1,596
$2,055 $3,235 $1,218 $1,581
$458 $5 $487 $358
$2,970 $1,574 $3,589 $2,615
$1,694 $988 $1,598 $1,346
$1,179 $230 $1,548 $1,042
$16,881 $9,811 $13,034 $12,425
$5,943 $5,090 $3,092 $4,019
$10,938 $4,722 $9,941 $8,407
87,000 19,973 71,531 209,000

(a) Retail sales have been adjusted to 2014 dollars based on the California Consumer Price Index, derived by the State
Department of Industrial Relations based on data from BLS. Totals may not sum from components due to independent

rounding.

(b) Analysis excludes all non-retail outlets (business and personal services).
(c) Per capita sales calculated based on sales divided by population. Population from Nielsen.

(d) Due to data availability issues, PMA data only includes sales for incorporated places within the PMA. Population for

Tracy and PMA from Table 2. Land use patterns indicated very limited retail sales in the unincorporated areas.

Sources: Nielsen; State Board of Equalization; City of Tracy; CA Dept. of Industrial Relations; U.S. Bureau of Labor

Statistics; BAE, 2015.
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Future Retail Sales

Using population projections and the per capita sales estimates from above, the following
table shows the projections of future retail sales in the PMA, assuming constant per capita
sales by major retail category.

Estimated Retail Sales by Major Retail Store Category, 2015

Baseline
Per Capita Retail Sales 2015
Motor Vehicle-Related $4,019
All Other Retail $8,407
Total Retall $12,425
2015 2020 2025 2030
Tracy Population 87,000 96,000 105,000 115,000
PMA Population 209,000 227,000 245,000 264,000
Tracy Population as % of PMA 41.6% 42.3% 42.9% 43.6%
Total Primary Market Area Retail Sales ($000)
Motor Vehicle-Related $839,882 $912,216 $984,550 $1,060,903
All Other Retail $1,757,026 $1,908,349 $2,059,671 $2,219,401
All Retail $2,596,907 $2,820,564 $3,044,222 $3,280,304
Increment in Primary Market Area Retail Sales ($000) 2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
Motor Vehicle-Related $72,334 $72,334 $76,353 $221,021
All Other Retail $151,323 $151,323 $159,730 $462,375
All Retail $223,657 $223,657 $236,082 $683,397

Note: Sales estimates are in 2015 dollars assuming no inflation from 2014 to 2015. Per capita sales calculated based on
sales divided by population.

Sources: Nielsen; State Board of Equalization; San Joaquin Council of Governments; City of Tracy; 2012 Economic
Census; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.

Tracy’s Share of PMA Sales

Tracy garners a high proportion of retail sales in the PMA relative to its population base,
indicating its historic position as an attractor of retail shoppers. While this proportion has
fluctuated over the last 10 years, Tracy’s share in 2014 was nearly the same as in 2004, even
as Manteca and Lathrop have grown and added to their own region-serving retail inventory,
and Mountain House approaches the required critical mass for additional retail development.
While further growth in population and new retail options elsewhere in the PMA may lead to a
decline in Tracy’s share of sales, the analysis here uses the current proportions for estimates
of Tracy’s retail sales in the future. Given that the purpose of this analysis is to ensure that
Tracy has enough land available for future retail demand, it is important to have the capacity
to maintain this existing share rather than potentially constrain future retail development by
assuming a declining share.
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Tracy’s current share of motor vehicle-related sales is estimated at 62 percent of the PMA,
with all other retail at a 54 percent share. By comparison, Tracy’s population makes up only
approximately 42 percent of the PMA total.

Projected Future Retail Sales in Tracy

Applying the proportions above to the PMA, Tracy’s retail sales are projected to reach
approximately $1.9 billion annually by 2030. Motor vehicle related sales will reach $0.7
billion, and all other retail will reach $1.2 billion.

Future Estimated Retail Sales in Tracy, 2015 - 2030

Tracy Retail Sales ($000) 2015 2020 2025 2030
Motor Vehicle-Related $517,036 $565,574 $610,421 $657,760
All Other Retail $951,608 $1,030,508 $1,112,222 $1,198,476
All Retail $1,468,644 $1,596,082 $1,722,644 $1,856,236

Increment in Tracy Retail Sales

($000) 2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
Motor Vehicle-Related $48,538 $44,847 $47,339 $140,724
All Other Retail $78,900 $81,714 $86,254 $246,868
All Retail $127,438 $126,562 $133,593 $387,592

Sources: Nielsen; State Board of Equalization; San Joaquin Council of Governments; City of Tracy; 2012 Economic
Census; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.

Retail Real Estate Market Conditions

Overview of Existing Retail Real Estate Market

In any retail market, existing retail space is vacated on a regular basis due to functional
obsolescence and the general cycle of retail closures and openings over time. Existing
obsolete space is sometimes replaced by newer retail space or by other land uses, including
mixed-use development. Furthermore, any retail market will have a certain amount of vacant
space due to normal turnover as businesses come and go.

CoStar, a national online database of office, industrial, and retail/commercial space,
estimates the total retail inventory of Tracy at approximately 4.5 million square feet. Overall,
the PMA has a total of approximately 8.5 million square feet. Tracy thus contains slightly over
half the space, with the percentage dropping slightly over the 2007 through 2015 period, as
Tracy’s inventory has grown at a slightly slower pace than the PMA overall.

Retail vacancy trends in Tracy and the PMA overall track with the overall economy much as do

taxable sales. In 2007, vacancy rates were at the lowest of the 2007 to 2015 period, at 4.5
percent in Tracy and 5.2 percent in the PMA overall. Rates climbed steeply to a peak in 2009,
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at 12.6 percent in Tracy and 11.1 percent in the PMA. For the most parts, rates decreased
gradually into 2015, with year-to-date vacancy rates of 7.7 percent and 5.7 percent in Tracy
and the PMA, respectively.

Retail rents declined in Tracy during the recession, but have partially recovered since 2010;
triple net rents averaged $25.39 per square foot in 2007, decreased to $18.88 in 2010, and
for 2015 year-to-date average $23.51. Manteca has fared poorly with 2015 rents still near
the low for the 2007 through 2015 period; rents in 2007 at $25.76 per square foot were
actually slightly higher than Tracy, but for 2015 the average rent is reported at $16.55, only
70 percent of Tracy levels. Rents in Lathrop have generally been higher than either Tracy or
Manteca, but the supply is much more limited, at only about four percent of the PMA total
retail square footage reported by CoStar.

In summary, the retail real estate market in Tracy and the PMA is in recovery from the
recession, with slightly more growth in total retail space in the PMA overall than in Tracy.
Following a period of higher vacancies, current levels are in the range appropriate for a
stabilized market, although Tracy’s vacancy rate is slightly higher than the PMA overall. Rents
in Tracy in 2015 have rebounded to nearly the levels seen prior to the depths of the recession,
but rents in Manteca remain weak.

Key Competitive Retail Nodes in the Market Area

Tracy contains a large and diverse variety of retail nodes, ranging from Downtown Tracy to old
strip commercial centers to a regional mall. The three largest centers, West Valley Mall, Tracy
Marketplace, and Tracy Pavilion, are clustered near the Grant Line Road interchange in the |-
205 Corridor, and contain approximately 1.9 million square feet of space. In addition to these
and other smaller shopping centers, there is a substantial amount of space Downtown and
along 11t Street and Tracy Boulevard either as stand-alone space or in smaller strip centers.

Most centers reported vacancy rates below 10 percent, within industry norms for a stable
market and mirroring the CoStar data, but several centers showed high or even extremely high
vacancies. Most notably for the 1-205 Corridor, the Shops at Northgate Village, the former
outlet mall, is largely vacant, but the property has come under new ownership which is working
on re-tenanting the center with more local businesses. This center falls within the I-205
corridor, but is largely isolated from the other retail along the corridor. While the vacancy rate
for the mall was not available, the anchor spaces are all occupied by major national chains,
and in addition to the anchor tenants there is a movie theater complex, a Sports Authority, and
a free-standing Best Buy electronics store and several restaurants. In its tour, BAE noted
several smaller vacancies within the mall itself, but most of the spaces were occupied, largely
by businesses focused on middle-income shoppers. Overall in its area tour, BAE found most of
Tracy’s existing shopping centers and retail areas to have limited vacancies, with the available
shops tending to be smaller spaces.
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Manteca and Lathrop include a number of additional shopping centers, many of them local-
serving neighborhood centers, often anchored by supermarkets. For region-serving centers
competitive with Tracy, Lathrop has just one region-serving center competitive with Tracy, the
Lathrop Marketplace, where the only store is a 127,000 square foot Target. Phase 1 of this
center has space for one additional store of similar size (or multiple stores totaling a similar
square footage), and several smaller free-standing pads. Land is also available for a second
phase when/if market conditions attract additional retailers. Manteca has four large retail
centers/nodes competitive with Tracy. The Stadium Center is anchored by Costco and Kohl’s,
with a number of other national chain retailers present. The Promenade Shops at Orchard
Valley is the largest center in Manteca, and was originally conceived as a lifestyle center.
Aside from its large anchor tenants (JC Penney, Bass Pro, and AMC Theatres), however, the
center is largely vacant or undeveloped. The Bass Pro store, originally the only store for this
sporting goods chain in Northern California and drawing shoppers from throughout the larger
region because of its large size and wide array of products, now faces competition from Bass
Pro outlets in Rocklin and San Jose which are within the major population concentrations in
the northern part of the state.

There are two other major retail concentrations in Manteca, one including a Walmart and
Safeway at State Route 120 and South Main Street, and Spreckels Park at State Route 99 and
East Yosemite Avenue, anchored by Target and Home Depot. While vacancy rates were not
available for these two areas, BAE's area tour showed few unoccupied spaces in these
centers.

Planned and Proposed Retail Development in Tracy and the Primary Market Area

There are several small retail projects in Tracy currently underway. None of these near-term
projects involves a substantial increase in the overall retail inventory, such as a large big-box
store. Most significant are the improvements at the Shops at Northgate Village, as the new
owner attempt to reposition this largely vacant former outlet center. As a rehabilitation effort,
this will not add any additional square footage to the inventory, but will make the center more
competitive with existing retail space.

There are several additional long-term projects in the planning process. The largest of these is
the Tracy Hills project, which includes land for up to 758,944 square feet of space designated
as general highway commercial. This project is currently in the application process, with the
Specific Plan and its EIR under review. According to the Draft Specific Plan, “[f]ull
development of the Tracy Hills Specific Plan area may take up to 20 years or more to
complete, depending on market conditions.” Most of the general highway commercial
development will occur in the long term rather than the early phases, and will occur near
interchanges with I-580, serving local residents and highway travelers.

Other developments include the Ellis project, which includes a mix of residential and
commercial uses, with retail development in or near the “village center” area. This project
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recently broke ground on its first residential portion. There is also an expansion/second phase
at Red Maple Village which includes 22,500 square feet of proposed retail space.

Manteca has no major near-term retail projects currently underway. Longer term in Manteca,
the City has been working with a developer to establish a “Family Entertainment Zone”
adjacent to the Stadium Center and the Big League Dreams baseball facility, consisting of
tourism-related development including a hotel, conference facilities, some restaurant space,
an indoor and outdoor water park, and other recreational facilities, as well as 360,000 square
feet of retail and restaurant uses serving patrons of the other parts of the project as well as
local residents. The development timing for the project is currently up in the air.

Lathrop has two small projects currently in process, a truck stop and a fast food restaurant.
Longer term, the Lathrop Marketplace project is entitled for up to 800,000 square feet of retail
and commercial space including the existing Target. Phase 1, which includes the Target, is
slated for a total of up to 300,000 square feet of space.

Mountain House has almost no retail development, but recently revised their town center
plans to better reflect current retail trends and resident needs. Currently, the master
developer is seeking a grocery store and a gas station, and the Town Center plan calls for
areas of pedestrian-oriented retail and mixed use development, along with additional public
uses. Development will depend in part on continued growth in Mountain House, in order to
reach the critical mass of a large enough population base to attract retailers; because of the
Town Center location, any retail in Mountain House will be largely dependent on local
residents.

Comparison of Supply and Demand

Projected Demand for Retail Land in Tracy

This estimate of demand is derived by taking the projected increment in retail sales over each
five-year period, and applying several industry benchmarks for sales per square foot or acre,
floor area ratios, shopping center tenant mix, and vacancy to derive future land demand.

The results of the analysis are shown below, with projected demand for approximately 16

acres of land for future motor vehicle-related demand, and approximately 670,000 square feet
of built space or 72 acres of land for all other retail types.
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Demand for Retail Land in Tracy, 2015 - 2030

Annual Sales per Square Foot/Acre (2015 $)
Motor Vehicle-Related (per acre) $9,000,000

All Other Retail (per square foot) $400
FAR for All Other Retail 0.25
Service Business Factor for Other 15.0%
Vacancy Factor for Other Retail 7.5%
Demand for New Non-Motor Vehicle-Related Building Space Total
2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
250,874 204,286 215,635 670,794
New Land Demand in Acres Total
2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
Motor Vehicle-Related 5.39 4.98 5.26 15.64
All Other Retail 23.04 23.86 25.18 72.08
Total Land Demand 28.43 28.84 30.44 87.72

Sources: Nielsen; State Board of Equalization; San Joaquin Council of Governments; City of Tracy; 2012 Economic
Census; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.

Projected Demand for Retail Land in the I-205 Corridor

The I-205 Corridor is the primary location for region-serving retail in Tracy, encompassing the
cluster of new car dealers, the mall, and numerous big-box stores. The analysis here assumes
that future demand for region-serving retail will be met in the Corridor, along with some local
demand (e.g., food stores, such as WinCo or the Walmart expansion).

New car dealers (either representing additional brands or expansion of existing brands)
seeking to meet growth in demand will seek locations near the current dealers along Naglee
Road. These dealers make up the bulk of motor vehicle-related demand for new retail land.
Gasoline stations (often with convenience stores) will serve both local and regional drivers; two
thirds of all land demand for this retail subcategory has been assumed to be suited for the I-
205 Corridor. For the entire motor-vehicle related category, the analysis assumes 90% of
demand will be in the I-205 Corridor.

All Other Retail

This includes a broad range of retail categories, some of which are primarily region-serving
(e.g., department stores and big box stores), and others having a more local orientation (e.g.,
supermarkets). However, the lines between some of these categories are blurred; for
instance, the WinCo food store functions as a regional draw as well as serving local Tracy
shoppers. Overall, BAE has assumed that 70 percent of overall demand for all other retail will
be in the I-205 Corridor. Table 15 shows the results of the analysis, with demand in the I-205
Corridor for approximately 470,000 square feet of non-automotive retail space and 65 total
acres of retail-serving land uses.
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Table 1: Demand for Retail Land in the I-205 Corridor, 2015 - 2030

Regional Proportion of Overall Demand

Motor Vehicle-Related 90%
All Other Retail 70%
Demand for New Non-Motor Vehicle-Related Building Space Total
2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
175,612 143,000 150,944 469,556
New Land Demand in Acres Total
2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
Motor Vehicle-Related 4.85 4.48 4.73 14.07
All Other Retail 16.13 16.70 17.63 50.46
Total Land Demand 20.98 21.19 22.36 64.53

Sources: Nielsen; State Board of Equalization; San Joaquin Council of Governments; City of Tracy; 2012 Economic
Census; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.

Available Developable Land in the I-205 Corridor

According to City staff, there are approximately 616 acres of vacant or underutilized
commercial land? in the City portion of the I-205 Corridor, with an additional 265 acres in
unincorporated areas within the City Sphere of Influence. While a number of these are very
small parcels and may not be suitable for development unless consolidated, there are
numerous larger parcels, many of them adjacent to or within currently developed areas. There
is additional acreage designated for commercial development in the Urban Reserve 2 and 3
areas, the Gateway PUD area, and Cordes Ranch Specific Plan areas.

Analysis

Based on the above supply information, there appears to be ample land in the I-205 corridor
to meet future demand for retail/commercial development over the next 10 to 15 years.
Demand is estimated at 65 acres through 2030, and there are over 800 total acres of
potentially developable commercial land. While this report has focused on the retail sector,
there is ample available land to meet demand for other commercial uses, including hotels and
service businesses; demand for these uses is likely to grow at a rate similar to retail demand.
In the short term, there are no major new retail projects currently underway in the corridor.

Furthermore, even though a number of the parcels are small and would be difficult to
consolidate into a marketable property, there are numerous larger parcels located within or
near the existing retail concentrations of motor vehicle dealers, Tracy Pavilion, Tracy

2 Available land consists of vacant or underutilized properties that are either designated by the General Plan as
commercial, have current zoning of commercial, or are within an Urban Reserve and Specific Plan with a set
amount of future commercial.
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Marketplace, and the West Valley Mall. There are additional large properties available in the
nearby Urban Reserve Areas, and to the west in the Gateway PUD and the Cordes Ranch
Specific Plan area.

Another qualitative factor to consider in the demand for new retail is that shopper preferences
change over time, and existing retail may become functionally obsolete or unable to compete
with newer centers. An example of this in Tracy is the outlet mall. While the current owners
are attempting to repurpose and re-tenant the center, if this effort does not succeed, the
property could see long-term vacancy, and might be best suited for redevelopment in another
retail configuration or in a different use. An additional potential concern might be the long-
term viability of the mall; across the U.S., the number of malls is declining, with the most
successful malls being upscale centers such as the Stanford Shopping Center in Palo Alto or
Westfield Valley Fair in San Jose, with anchors such as Nordstrom and Bloomingdales.
Nationally, Macy’s, JC Penney, and especially Sears, have struggled lately to attract shoppers;
even Target has had difficulties, including a major security breach and the closure of all its
Canadian outlets.

It is also important to seek out retailers suitable for the area’s population and employment
base. In Manteca, the Promenade Shops at Orchard Valley, originally envisioned as a lifestyle
center built around the Bass Pro outlet and its other anchors, suffers from extremely high
vacancies as it has failed to attract other tenants to the center, and while the Bass Pro for
many years was the chain’s only store in Northern California, it now faces competition from
Bass Pro stores in Rocklin and San Jose.

In summary, Tracy appears to have ample land available for new retail and commercial
development that would permit the City to maintain its share of PMA sales, but it is also
important to be aware that existing retail will face challenges with the need to recycle, renew,
and reposition itself as consumer spending patterns evolve over time.
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This section presents an overview of historic, current, and projected demographic
conditions in the City of Tracy and the City’s Primary Market Area for retail, as defined
below. Developing a demographic profile of these areas helps in identifying key factors
influencing future retail sales in the areas. Data sources for this demographic overview
include the U.S. Census Bureau, the San Joaquin Council of Governments, the California
State Department of Finance, and Nielsen, a private vendor providing estimates of
current and future demographic conditions.

Definition of Primary Market Area

A market area is the geographic region that encompasses most of a retail outlet’s
customers. BAE defined the Primary Market Area (PMA), based on:

. A physical tour of Tracy and nearby communities including Mountain
House, Lathrop, and Manteca.

J BAE knowledge of and mapping of potentially competitive nodes in other
nearby communities such as Stockton and Livermore.

. Since this study encompasses all types of retail, the area has been

defined based on region-serving retail types such as motor vehicle
dealer sales and “big box” general merchandise stores.

The PMA has been defined as the Cities of Tracy, Lathrop, and Manteca, as well as
Mountain House and other nearby unincorporated areas, as shown in Figure 1. This
area has been defined using Census Tract boundaries; while in cases these boundaries
extend a considerable distance beyond Tracy, these more-distant areas (such as the
hills southwest of I-580) are very lightly populated and thus are not a significant source
of retail demand for Tracy or any other retail node.

This area is limited by distance to Tracy and the presence of other duplicative retail
nodes beyond the PMA. To the west, the Tri-Valley cities of Livermore, Pleasanton, and
Dublin have a wide array of retail, includes types not found in the PMA (e.g., the new
outlet mall in Livermore); additionally, traffic congestion over the Altamont Pass
provides a significant barrier to the attraction of shoppers to Tracy. To the south along |-
5, the nearest substantial population center is Patterson, which has limited retail (but
has a recently opened Walmart Supercenter) and while some shoppers may travel to
Tracy, Patterson has good access to major retail nodes in Modesto and Turlock. To the
north is Stockton, which offers a full range of shopping opportunities similar to those
found in Tracy. The areas to the east of the PMA (i.e., east of Manteca) are largely
agricultural; the cities of Ripon and Escalon are closer to Modesto than Tracy.
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Figure 1: Primary Market Area
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It is important to note that while the majority of Tracy’s shoppers are likely to reside
within this area, Tracy, and especially the I-205 corridor, will attract shoppers travelling
through the City, as well as other shoppers from elsewhere who are attracted to
particular retailers in Tracy.

The following demographic overview provides data for the City of Tracy and the Primary
Market Area, as well as San Joaquin County and the state for comparison purposes.

Population Trends

An analysis of population and household growth trends is crucial in assessing current
and future retail demand for a given market area. In cities with continued growth,
increased demand for retail space would in turn drive demand for additional land on
which to develop this new retail space. In the absence of available properties, retail
developers may shift their focus to other nearby communities, leading to consumers
spending their retail dollars in communities other than their own.

As shown in Table 1, Tracy and the PMA experienced strong population growth between
2000 and 2010, both geographies growing at an annual compound rate of 3.8 percent,
compared to only 2.0 percent for San Joaquin County overall. This growth slowed
considerably over the last five years, which were years of slow recovery from the
recession and the housing crisis which impacted the County severely. Tracy’s growth
rate slowed to only 1.2 percent annually, while the PMA’s rate was 1.5 percent and the
County’s was 0.8 percent. Household growth trends mirrored those of the population
overall.

Tracy’s households tend to be larger than the PMA'’s, which in turn are larger than the
County’s (also in Table 1). Household size has been increasing for all three areas.

Tracy’s share of the PMA’s population, and thus of the PMA’s consumer base, has
remained relatively unchanged over the last 15 years, at approximately 42 percent of
the total.
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Table 2: Population Trends, 2000-2015

Annual Rate Annual Rate
of Change of Change

Population 2000 2010 2000-2010 2015 2010-2015
City of Tracy 56,929 82,922 3.8% 88,019 1.2%
Primary Market Area 134,319 195,536 3.8% 210,630 1.5%
San Joaquin County 563,598 685,306 2.0% 713,388 0.8%
Tracy Population as % of PMA 42% 42% 42%
Households
City of Tracy 17,620 24,331 3.3% 25,341 0.8%
Primary Market Area 41,572 58,216 3.4% 61,822 1.2%
San Joaquin County 181,629 215,007 1.7% 221,834 0.6%
Average HH Size
City of Tracy 3.21 3.40 3.46
Primary Market Area 3.12 3.28 3.34
San Joaquin County 3.00 3.12 3.16

Sources: U.S. Census, 2000 and 2010; Nielsen; BAE, 2015.

For projections of future population growth in the City and the PMA, BAE consulted
several sources, including projections for Tracy based on the overall limit of 600
housing units a year per Tracy’s Growth Management Ordinance, preliminary projections
from the University of the Pacific Business Forecast for the San Joaquin County Council
of Governments, and 2015 and 2020 estimates from Nielsen, a private vendor of U.S.
demographic and economic data. The resulting projections shown here rely on Tracy
projections linked to and limited by the Growth Management Ordinance, with UOP data
used for Lathrop, Manteca, and Mountain House. The share in other unincorporated
portions of the PMA is assumed to remain constant over the 15-year period. Note that
due to the use of different sources, the numbers may vary slightly from those found in
Table 1, which are based on the decennial Census for 2000 and 2010 and Nielsen
estimates for 2015.

The PMA’s population is projected to increase by slightly more than 25 percent between
2015 and 2030, to a total population of 264,000. Tracy’s population is projected to
increase by 28,000 over the period to 115,000, with percentage growth slightly higher
than for Manteca and Lathrop, but below that of Mountain House. Even with its Growth
Management Ordinance in place, Tracy will continue to be the largest city in the PMA;
Tracy’s share of PMA population is estimated to remain about the same, with a minimal
increase in share from 42 to 43 percent.

Assuming no major decline in incomes and spending power, this additional population
growth will lead to increased retail expenditures by residents of Tracy and the PMA,
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which in turn may be reflected in increased demand for land to support new retail
development.

Table 3: Long-Term Population Projections

Total Population % Growth

2015 2020 2025 2030 2015-2030
Tracy 87,000 96,000 105,000 115,000 32%
Manteca 71,831 77,018 82,912 88,855 24%
Lathrop 19,487 21,102 22,936 24,786 27%
Mountain House 10,975 12,435 14,094 15,766 44%
Unincorporated PMA 20,000 20,000 20,000 20,000 0%
PMA Total 209,293 226,555 244,942 264,407 26%

Tracy as Percent of PMA 42% 42% 43% 43%

Notes:
Estimates here may vary from those found in Table 1, due to different sources required for long-term projections.

Sources: University of the Pacific Business Forecasts for San Joaquin Council of Governments, preliminary
estimates provided to City of Tracy; City of Tracy; Nielsen; BAE, 2015.

Resident Income

Consumer buying power is a critical factor in assessing the potential for retail
development, and household income provides a measure of the strength of this
disposable income. At $71,476, Tracy has a higher 2015 median annual household
income than the PMA at $66,930, which in turn has a considerably higher median
household income than San Joaquin County at $51,027 (see Table 3). On a per capita
basis, Tracy is also still higher than the PMA even though average household size is
larger. Because of Tracy’s higher incomes, retailers seeking a new retail location,
especially higher-end retailers, may prefer sites in in Tracy over sites elsewhere in the
PMA.

Table 4: 2015 Household Income

City of Primary San Joaquin

Tracy Market Area County
Median Income $71,476 $66,930 $51,027
Income per HH Member $25,222 $23,854 $21,150

Sources: Nielsen; BAE, 2015.
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Tenure

Tenure (owner vs. renter occupancy) impacts the retail mix of an area as well as overall
sales volumes. For instance, home owners are more likely to spend money on home
improvements, appliances, and furniture; since renters tend to be younger, they may
spend more money on meals away from home, entertainment, and other similar goods
and services. Renters also tend to have lower incomes, leading to reduced overall retail
expenditures.

In 2000, Tracy had a higher proportion of homeowners than the PMA overall, but by
2010, as homeownership rates declined due to the recession and foreclosure crisis,
Tracy’s homeownership declined to a level slightly below the PMA (see Table 4).
Currently, homeowners make up 66.3 percent of all households in Tracy. Both Tracy
and the PMA have higher homeownership rates than San Joaquin County.

Table 5: Household Tenure Trends

City of Tracy

2000 2010 2015

Number Percent Number Percent Number Percent

Owner-Occupied 12,717 72.2% 16,163 66.4% 16,797 66.3%

Renter-Occupied 4,903 27.8% 8,168 33.6% 8,544 33.7%
2000 2010 2015

Number Percent Number Percent Number Percent

Owner-Occupied 28,691 69.0% 38,733 66.5% 41,302 66.8%

Renter-Occupied 12,881 31.0% 19,483 33.5% 20,520 33.2%
2000 2010 2015

Number Percent Number Percent Number Percent

Owner-Occupied 109,667 60.4% 127,270 59.2% 132,105 59.6%

Renter-Occupied 71,962 39.6% 87,737 40.8% 89,729 40.4%

Sources: U.S. Census; Nielsen, BAE, 2015.
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The purpose of this section is to provide the basis for the estimate of future demand for
retail space and acreage in Tracy, particularly in the [-205 corridor. In order to achieve
this, the analysis first examines retail sales trends in Tracy and the Primary Market Area.
Data from Tracy, Manteca, Lathrop, and the PMA are presented and discussed, along
with comparative data for San Joaquin County and California. This historic data will
provide context and benchmarks for future per capita sales and market share for Tracy.
These benchmark sales levels will then be applied to projected population growth to
generate estimates of future sales levels, and finally, typical sales per acre or per
square foot will be applied in order to generate an estimate of the potential need for
additional retail space and land in the City of Tracy.

The primary source of information on general retail expenditures in California is the
taxable retail sales data published by the State Board of Equalization (SBOE). SBOE
publishes Taxable Sales in California, a quarterly and annual publication that reports
taxable sales by major store categories by city and county. With adjustments made to
take into account nontaxable sales such as food for home consumption and
prescriptions, this source is the best baseline data for jurisdictions for which it is
available. The most recent published annual data available at the time of this analysis
were from 2013, with additional data from the first two quarters of 2014 also available.
Additionally, the City supplemented the published data with additional data through first
quarter 2015.

SBOE switched to a new grouping of businesses at the beginning of 2009, making
comparisons with earlier data and a continued time series problematic. For example,
beverage stores such as wine shops were previously classified with other retail but are
now grouped with food stores; thus what might appear to be a jump in food store sales
between 2008 and 2009 may actually be due to beverage stores being added to the
major category (which has been renamed “food and beverage stores”). The lag of over
one year between the most recent published data and today’s date must also be taken
into consideration, given the ongoing recovery of the regional and national economies.
The more recent data provided by the City indicates that sales have continued to
recover from the recession.

Reported taxable sales data do not include nontaxable sales, which consist largely of
food items for consumption at home and prescription drugs. To complete the retail
analysis, a factor is applied to the taxable sales to generate an estimate of overall sales
that includes non-taxable items. This adjustment factor is based on a comparison by
major retail category of 2012 Economic Census data on total sales with SBOE data on
taxable sales. It is also important to note that SBOE data is provided by type of retail
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store, not by type of good. For example, apparel is sold in clothing stores, but is also
sold in general merchandise stores such as department stores.

As noted above, the published SBOE data are for incorporated cities, counties, and the
state. The Primary Market Area (PMA) includes three incorporated cities: Tracy, Lathrop,
and Manteca. As shown above in Figure 1, the PMA also includes unincorporated areas
which are not densely populated, as well as the growing Mountain House community.
These areas, however, have extremely limited retail; even though Mountain House has
dedicated land for retail development, to date there has been almost no retail space
built, the most notable outlet being a convenience store. This has worked to Tracy’s
benefit as it provides the closest shopping for Mountain House residents. If Mountain
House develops additional retail as its population base grows to the point where it can
support such development, this may impact Tracy’s ability to attract Mountain House
shoppers in the future. Currently, however, the amount of retail found in Mountain
House and other unincorporated parts of the PMA is negligible and is not considered in
the following analysis.

SBOE publishes different levels of detail for different jurisdictions. The most detail is
available for the state and the 36 largest counties; for the smaller counties and the 272
largest cities, taxable sales data are available for nine retail categories and one
category for all other outlets.3 Tracy and Manteca have data available at this level of
detail, but categorized data were not published for Lathrop due to its smaller size. BAE
placed a special order with SBOE and obtained the Lathrop data for 2013 and the first
two quarters of 2014. For the two categories in Lathrop where sales by category were
not disclosed by SBOE, BAE has estimated sales by category based on the retail mix of
the area or based on data from the 2012 Economic Census# and on typical sales for a
Target store such as the one in Lathrop, capped by the amount shown overall in the
“Other Retail Group” category where the Target sales have been compiled for Lathrop.
Neither Tracy nor Manteca had data disclosure issues.

Retail Sales Trends in Tracy and the Primary Market Area

The following section presents SBOE-derived retail sales data from the City of Tracy and
the PMA by major retail store category. For comparative purposes sales data from the
San Joaquin County and California are also presented. All data are presented in
constant 2014 dollars, adjusted using the California Consumer Price Index. Data are

3 SBOE disclosure/confidentiality rules restrict the publication of data in any category where that would
disclose the sales of an individual firm or establishment in a given jurisdiction. Generally, if taxable sales
for a given category are not disclosed, sales are combined into a higher-level category or into the “Other
Retail Group” category.

4 Economic Census, Retail Trade Geographic Series, 2012: California. U.S. Census Bureau. BAE used the
most recent Economic Census data available at time of analysis.
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presented for the period from 2004 through 2nd quarter 2014, which was the most
recently published data at the time of this analysis, with additional BAE estimates for
2015 based on data provided by the City of Tracy.

Overall Retail Sales

Regional Context: California

Inflation-adjusted taxable retail sales levels for California gradually increased between
2004 and 2005, and then began a multi-year decline which accelerated over time, with
large drops from 2007 through 2009 as the Great Recession took hold. Total taxable
retail sales levels in 2009 were the lowest of the 2004 through 2014 period, dropping
to only three quarters of 2005 peak levels. Since 2009, sales have recovered
gradually, but are still only 90 percent of 2005 levels on an inflation-adjusted basis,
despite the increase in population over the decade. For the 3rd Quarter 2013 through
2nd Quarter 2014 period (most recent data available), California’s total annual taxable
retail sales were approximately $411 billion.

Regional Context: San Joaquin County

Taxable retail sales trends for San Joaquin County generally followed those statewide,
with an earlier and deeper decline and a less robust recovery. Inflation-adjusted sales
peaked in 2005, bottomed out at only $5.5 billion (two-thirds of the 2005 peak) in
2009, and have recovered to only 81 percent of peak levels, to $6.6 billion, in the 3rd
Quarter 2013 through 2nd Quarter 2014 annual period.
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Figure 2: Taxable Retail Sales Trends in California and San Joaquin County,
2004-2014
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Notes: All sales shown in millions of 2014 dollars. For details, see Appendix A.

Source: BAE 2015, based on sources as hoted in Appendix A.

Subregional Context: Primary Market Area

The PMA has experienced greater resiliency in retail sales over the last decade in the
face of a strong recession and slow recovery. For the most recent period available, the
PMA accounts for approximately 30 percent of taxable retail sales in the County; this
proportion has increased gradually from 26 percent in 2004. The PMA’s inflation-
adjusted taxable sales follow the same pattern as the County and the State with a peak
in 2005, a substantial decline to 2009, followed by a gradual recovery. However, the
PMA showed a smaller proportional decline, and a stronger recovery than San Joaquin
County overall. Annual taxable retail sales in the PMA peaked at $2.1 billion in 2005,
declined nearly 25 percent to $1.6 billion in 2009, and recovered to back to almost
$2.1 billion for the 3rd Quarter 2013 through 2nd Quarter 2014 period, or 97 percent of
the peak levels. In contrast, countywide sales declined by one-third between 2005 and
2009, and have only recovered to 81 percent of the peak 2005 level as of the most
recent four quarters reported.
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Figure 3: Taxable Retail Sales Trends in San Joaquin County and the PMA,
2004-2014
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Notes: All sales shown in millions of 2014 dollars. For details, see Appendix A.

Source: BAE 2015, based on sources as hoted in Appendix A.

Local Context: Cities of Tracy, Manteca, and Lathrop

Retail sales trends in Tracy have also generally followed county and state trends.
Inflation-adjusted taxable retail sales peaked in 2005 at $1.2 billion, then declined one-
third to $0.8 billion in 2009, then recovered to slightly less than $1.2 billion in the 3rd
Quarter 2013 through 2nd Quarter 2014 period, or 94 percent of 2005 levels.
Proportionally, the declines were not as great as state- or county-wide.

Manteca followed a similar pattern, with peak sales of $0.8 million in 2005, but with a
smaller percentage decline (20 percent) and a recovery starting a year earlier in 2008.
Over the period, Manteca has developed substantial region-serving retail along Highway
120, in the Stadium Center and the Promenade Shops at Orchard Valley. Nevertheless,
on an inflation-adjusted basis, taxable retail sales are still slightly below 2005 levels.

Lathrop has much lower overall retail sales, but has not exhibited the same trends

linked to the recession and recovery, due in large part to the opening of Target in 2008.
However, inflation-adjusted retail sales peaked in 2011, declining slightly since then.

11
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Figure 4: Taxable Retail Sales Trends in Tracy, Manteca, and Lathrop, 20043-2014
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Notes: All sales shown in millions of 2014 dollars. For details, see Appendix A.

Source: BAE 2015, based on sources as noted in Appendix A.

For the most recent period (3rd Quarter 2013 through 2nd Quarter 2014) with available
data, Tracy’s share of PMA taxable sales is 57 percent, similar to the 58 percent share
of 2004 through 2006. But in between those two annual periods, the proportion
declined to 51 percent in 2009. Much of this can be attributed to a slump in motor
vehicle sales, which is a relatively strong retail sector in Tracy (see discussion below).
Manteca’ share has ranged between 35 and 39 percent since 2004, and Lathrop’s
share has fluctuated between five and ten percent.
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Figure 5: Share of PMA Taxable Retail Sales, 2004-2014
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Source: BAE 2015, based on sources as noted in Appendix A.

Per Capita Taxable Retail Sales

Total Per Capita Taxable Retail Sales

Per capita retail sales are an indicator of the relative strength of a locale as a retail
destination; other factors being equal, higher per capita sales point toward attraction of
shoppers from outside the area, and lower per capita sales indicate that local shoppers
are going elsewhere to make their purchases. As shown in Figure 6, inflation-adjusted
annual per capita taxable retail sales trends generally mirror those for overall sales, with
peak per capita taxable sales for most areas in 2005, after which sales declined
through 2009 and then undertook a gradual increase. However, the recovery for per
capita sales has not been as strong as for overall taxable retail sales, since population
has been increasing over time, even during the recession. For example, Tracy had
inflation-adjusted per capita taxable retail sales of $15,540 in 2004, and for the most
recent four quarters from 3rd Quarter 2013 through 2nd Quarter 2014, the City’s per
capita retail sales were only $13,780, even though total taxable retail sales are higher
than in 2004.

13
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Even given these declines, however, Tracy still has per capita retail sales greater than
California, San Joaquin County, Manteca, or Lathrop. This likely reflects both the higher
incomes in Tracy and the attraction of shoppers to the diverse array of retail available in
the City, as well as the population base in Mountain House, which currently has almost
no retail development.

Figure 6: Per Capita Taxable Retail Sales Trends, 2004-2014
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Lathrop $7,327 | $8,389 | $8,139 | $8,108 | $9,888 | $8,773 | $9,316 | $9,326 | $8,852 | $8,760 | $8,475
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Notes: All sales shown in 2014 dollars. PMA not shown as population estimates are not available for most years.
For details, see Appendix A.

Source: BAE 2015, based on sources as nhoted in Appendix A.
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Per Capita Retail Sales by Major Store Category

Tracy has high per capita sales overall, due to high per capita sales levels for motor
vehicles, home furnishings/appliances,® gasoline stations, and general merchandise
stores. Sales are particularly high for motor vehicles and general merchandise stores,
reflecting the strong position of Tracy’s cluster in the I-205 corridor of new car dealers
and large general merchandise stores ranging from Costco to Walmart to Macy’s. The
high gasoline station sales are likely linked to Tracy’s position on a major commute
corridor from the Central Valley to the Bay Area.

Tracy appears particularly weak in clothing and apparel-related stores, as well as in the
Other Retail Group, which includes a broad range of specialty retail, including office
supply stores, pet supply stores, book stores, and sporting goods, as well as
pharmacies. For clothing/apparel stores, and to a lesser degree other retail group, per
capita sales have been declining since 2004; these declines may be related to the
effective failure of the outlet mall, and the limited number of major name-brand
retailers in the West Valley Mall other than the anchor department stores.

PMA per capita sales by major store category are generally closer to statewide averages
than Tracy’s, but are high and low in many of the same categories as Tracy, with
relatively high sales for home furnishings/appliances (due largely to Tracy’s extremely
high per capita sales in this category), gasoline stations, and general merchandise
stores, and low per capita sales for clothing/apparel and the other retail group. The low
sales in clothing/apparel and the other retail group may reflect a gap in the PMA'’s retail
mix, due in part to the area’s lack of high-end specialty retail. Interestingly, Manteca
shows low per capita sales in the other retail group category, even with the Bass Pro
store, likely indicating very limited additional retail in this category. The lower levels of
sales in these categories may also relate to different shopping patterns in the area; for
instance, consumers could be buying more clothing at the general merchandise stores.

5 High sales in this category may be due to the presence of one or more major chain distribution centers in
Tracy functioning as the point of sale for online and/or phone sales.
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Table 6: Comparative Per Capita Retail Sales by Major Retail Store Category, 3Q 2013 - 2Q 2014

San Joaquin

Sales per Capitain 2014 $ (a) (b) (c) Tracy Lathrop | Manteca PMA (d) County California
Motor Vehicle and Parts Dealers $3,896 $1,849 $1,813 $2,394 $1,898 $2,771
Home Furnishings and Appliance Stores $1,510 $0 $258 $706 $449 $677
Bldg. Matrl. and Garden Equip. & Supplies $823 $682 $691 $641 $817 $795
Food and Beverage Stores $2,145 $1,220 $1,640 $1,560 $1,834 $2,237
Gasoline Stations $2,281 $3,572 $1,306 $1,721 $1,842 $1,492
Clothing & Clothing Accessories Stores $476 $5 $490 $365 $409 $934
General Merchandise Stores $2,976 $1,569 $3,473 $2,569 $2,015 $1,795
Food Services and Drinking Places $1,611 $935 $1,468 $1,256 $1,157 $1,894
Other Retail Group $1,144 $222 $1,451 $992 $1,408 $1,708

Retail Stores Total $16,862 | $10,055 | $12,589 $12,204 $11,830 $14,304

Population 84,706 19,546 72,108 207,521 705,149 38,193,865

(a) Retail sales have been adjusted to 2014 dollars based on the California Consumer Price Index, derived by the
State Department of Industrial Relations based on data from BLS. Totals may not sum from components due to
independent rounding. Includes an estimate of non-taxable sales, based on a comparison of 2012 SBOE and

Economic Census data.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) Per capita sales calculated based on sales divided by population. Population from CA State Dept. of Finance.
(d) Due to data availability issues, Market Area sales include only sales for incorporated places within the Market
Area. Land use patterns indicated very limited retail sales in the unincorporated areas. Totals may vary from other

tables, due to BAE's estimates by category for Lathrop where disclosure problems limited available data.
Population estimate from Nielsen, assuming a constant rate of growth between 2010 and 2015 (see Table 1).

Sources: State Dept. of Finance; Nielsen; State Board of Equalization; CA Dept. of Industrial Relations; U.S.
Bureau of Labor Statistics; 2012 Economic Census; BAE, 2015.
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Figure 7: Per Capita Sales by Category in Tracy and the PMA Relative to the State

150%

125Y% 123%
(o]

100%

75% 66%
53%
50% 419 43%

—_
(0}

Q)
o

25% +—

A% 4%

0% . t ——— . t + t + t +
_4OI
'25% .I 40 O _'i 5

-19%
-30% 240, .230
-50% ° 34% 33_:“

-75% -61%

Tracy ®Primary Market Area

Chart shows 3Q 2013- 2Q 2014 per capita sales for Tracy and the PMA by category relative to California overall;
e.g., per capita food and beverage store sales in the PMA are 30 percent below the statewide benchmark. For
additional detail, see Table 6.

Sources: State Dept. of Finance; Nielsen; State Board of Equalization; CA Dept. of Industrial Relations; U.S.
Bureau of Labor Statistics; 2012 Economic Census; BAE, 2015.

Estimate of Future Retail Sales in Tracy

Overview of Methodology
The purpose of this subsection is to arrive at an estimate of demand for additional retail
demand in the City of Tracy in the next 15 years. The estimate begins by building on the
historic trend information and demographic analysis via the following steps:

e Retail sales for Tracy and the PMA are updated to 2015

e Per capita estimates are derived based on these 2015 estimates

e Sales are aggregated into two categories: motor vehicle-related and all other

retail
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e Future PMA retail sales are estimated by using the population projections along
with the per capita sales estimates for these two major categories, using 5-year
intervals out to 2030

o Tracy’'s share/capture of PMA sales is derived assuming Tracy’s current share of
the PMA'’s retail sales

e Using this share proportion, future Tracy retail sales for the two major retail
categories are estimated

e Industry-standard benchmarks for sales per square foot/sales per acre along
with typical floor area ratios (FARs), vacancy, and non-retail use of retail space
(e.g., beauty salons, insurance offices, banks) are then applied to each five-year
increment in sales, to generate an estimate of demand for additional retail land
through 2030.

2015 Retail Sales

Using more recent unpublished taxable sales information from the City of Tracy, BAE
has updated estimates of retail sales to 2015, and then used current population
estimates to derive per capita sales by major retail category. The baseline information
is total sales for 3rd Quarter 2013 through 2nd Quarter 2014 as shown above in Table 6.
Comparison of this unpublished information permits an adjustment by major retail
category to derive 2015 estimates. Since more recent data for Manteca and Lathrop is
not available, it is assumed that retail growth by category for both of those cities mirrors
Tracy’s growth. This involves a reasonable assumption that the current economic
growth cycle applies equally across the region, and also assumes there have been no
major changes in the retail mix in Tracy and the PMA during 2014 and 2015.

As shown in Table 6 below, Tracy’s 2015 per capita automotive retail sales are
estimated at $5,943, with non-automotive retail sales estimated at $10,938. For the
PMA, 2015 automotive sales per capita are estimated at $4,019 and non-automotive
retail sales are estimated at $8,407.
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Table 7: Estimated Retail Sales by Major Retail Store Category, 2015

Sales in 2014 $000 (a) (b) (c)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Automotive
Non-Automotive

Sales per Capitain 2014 $ (a) (b) (c)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Automotive
Non-Automotive

Population

Market Area
Tracy Lathrop Manteca (d)
$338,280 $37,055 $134,050 $509,386
$143,743 $0 $20,868 $164,612
$72,483 $13,860 $51,821 $138,164
$187,182 $24,578 $121,822 $333,582
$178,755 $64,603 $87,137 $330,496
$39,852 $105 $34,870 $74,827
$258,415 $31,439 $256,715 $546,568
$147,361 $19,737 $114,311 $281,409
$102,571 $4,588 $110,705 $217,864
$1,468,644 $195,963 $932,300 | $2,596,907
$517,036 $101,658 $221,188 $839,882
$951,608 $94,305 $711,112 $1,757,026
Market Area
Tracy Lathrop Manteca (d)
$3,888 $1,855 $1,874 $2,437
$1,652 $0 $292 $788
$833 $694 $724 $661
$2,152 $1,231 $1,703 $1,596
$2,055 $3,235 $1,218 $1,581
$458 $5 $487 $358
$2,970 $1,574 $3,589 $2,615
$1,694 $988 $1,598 $1,346
$1,179 $230 $1,548 $1,042
$16,881 $9,811 $13,034 $12,425
$5,943 $5,090 $3,092 $4,019
$10,938 $4,722 $9,941 $8,407
87,000 19,973 71,531 209,000

(a) Retail sales have been adjusted to 2014 dollars based on the California Consumer Price Index, derived by the
State Department of Industrial Relations based on data from BLS. Totals may not sum from components due to

independent rounding.

(b) Analysis excludes all non-retail outlets (business and personal services).
(c) Per capita sales calculated based on sales divided by population. Population from Nielsen.
(d) Due to data availability issues, PMA data only includes sales for incorporated places within the PMA.
Population for Tracy and PMA from Table 2. Land use patterns indicated very limited retail sales in the

unincorporated areas.

Sources: Nielsen; State Board of Equalization; City of Tracy; CA Dept. of Industrial Relations; U.S. Bureau of

Labor Statistics; BAE, 2015.

Future Retail Sales

Using population projections as shown in Table 2 above and the per capita sales
estimates from Table 6, Table 7 shows the derivation of the projections of future retail

sales in the PMA.
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Table 8: Estimated Retail Sales by Major Retail Store Category, 2015

Baseline
Per Capita Retail Sales 2015
Motor Vehicle-Related $4,019
All Other Retail $8,407
Total Retail $12,425
2015 2020 2025 2030
Tracy Population 87,000 96,000 105,000 115,000
PMA Population 209,000 227,000 245,000 264,000
Tracy Population as % of PMA 41.6% 42.3% 42.9% 43.6%
Total Primary Market Area Retail Sales ($000)
Motor Vehicle-Related $839,882 $912,216 $984,550 $1,060,903
All Other Retail $1,757,026 $1,908,349 $2,059,671 $2,219,401
All Retail $2,596,907 $2,820,564 $3,044,222 $3,280,304
Increment in Primary Market Area Retail Sales ($000) 2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
Motor Vehicle-Related $72,334 $72,334 $76,353 $221,021
All Other Retail $151,323 $151,323 $159,730 $462,375
All Retail $223,657 $223,657 $236,082 $683,397

Note: Sales estimates are in 2015 dollars assuming no inflation from 2014 to 2015. Per capita sales calculated
based on sales divided by population.

Sources: Nielsen; State Board of Equalization; San Joaquin Council of Governments; City of Tracy; 2012
Economic Census; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.

Tracy’s Share of PMA Sales

As previously discussed, Tracy garners a high proportion of retail sales in the PMA
relative to its population base, indicating its historic position as an attractor of retail
shoppers. While this proportion has fluctuated over the last 10 years, Tracy’s share in
2014 was nearly the same as in 2004, even as Manteca and Lathrop have grown and
added to their own region-serving retail inventory, and Mountain House approaches the
required critical mass for additional retail development. While further growth in
population and new retail options elsewhere in the PMA may lead to a decline in Tracy’s
share of sales, the analysis here uses the current share for estimates of Tracy’s retail
sales in the future. Given that the purpose of this analysis is to ensure that Tracy has
enough land available for future retail demand, it is important to have the capacity to
maintain this existing share rather than potentially constrain future retail development
by assuming a declining share.

As shown in Table 9, Tracy’s current share of motor vehicle-related sales is estimated at

62 percent of the PMA, with other retail with a 54 percent share. By comparison,
Tracy’s population makes up approximately 42 percent of the PMA total.
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Table 9: Tracy Share of Primary Market Area Retail Sales

Tracy Share of PMA Sales 2015
Motor Vehicle-Related 62%
All Other Retail 54%

Sources: Nielsen; State Board of Equalization; San Joaquin Council of Governments; City of
Tracy; 2012 Economic Census; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics;
BAE, 2015.

Projected Future Retail Sales in Tracy

Applying the proportions above to the PMA, Tracy’s retail sales are project to reach
approximately $1.9 billion annually by 2030 (in 2015 dollars). Motor vehicle related
sales will reach $0.7 billion, and all other retail will reach $1.2 billion.

Table 10: Future Estimated Retail Sales in Tracy, 2015 - 2030

Tracy Retail Sales ($000) 2015 2020 2025 2030
Motor Vehicle-Related $517,036 $565,574 $610,421 $657,760
All Other Retail $951,608 $1,030,508 $1,112,222 $1,198,476
All Retail $1,468,644 $1,596,082 $1,722,644 $1,856,236

Increment in Tracy Retail Sales

($000) 2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
Motor Vehicle-Related $48,538 $44,847 $47,339 $140,724
All Other Retail $78,900 $81,714 $86,254 $246,868
All Retail $127,438 $126,562 $133,593 $387,592

Sources: Nielsen; State Board of Equalization; San Joaquin Council of Governments; City of Tracy; 2012
Economic Census; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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This chapter profiles existing retail real estate conditions in Tracy and the Primary
Market Area. The profile is based on published retail real estate data sources, previous
reports, and additional research including area tours and online searches.

Overview of Existing Retail Real Estate Market

In any retail market, existing retail space is vacated on a regular basis due to functional
obsolescence or the general cycle of retail closures and openings over time. For
instance, for decades there was a trend in the supermarket industry toward larger
stores and consolidation, with older stores reused by “second generation” tenants such
as dollar stores, furniture outlets, and even non-retail uses such as fitness centers.
More recently, smaller stores, such as Sprouts and Trader Joe’s, have reappeared.
Existing obsolete space is sometimes replaced by newer retail space or by other land
uses, including mixed-use development. Furthermore, any retail market will have a
certain amount of vacant space due to normal turnover as businesses come and go.
Following is an analysis of overall retail real estate conditions in the region, based on
data from CoStar, a national online database tracking office, industrial, and
retail/commercial space, including total inventory, vacancies, absorption, and rental
rates.

Total Retail Space

CoStar, a national online database of office, industrial, and retail/commercial space,
estimates the total retail inventory of Tracy at approximately 4.5 million square feet.
Overall, the PMA has a total of approximately 8.5 million square feet. Tracy thus
contains slightly over half the space, with the percentage dropping slightly over the
2007 through 2015 period, as Tracy’s inventory has grown at a slightly slower pace
than the PMA overall.
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Table 11: Total Retail Inventory in Square Feet, 2007 - 2015 YTD

Tracy as
Year Tracy PMA % of PMA
2007 4,203,058 7,657,097 55%
2008 4,245,868 8,179,122 52%
2009 4,353,459 8,416,541 52%
2010 4,451,539 8,514,621 52%
2011 4,451,539 8,498,257 52%
2012 4,464,039 8,510,757 52%
2013 4,467,943 8,505,373 53%
2014 4,467,943 8,509,873 53%
2015 YTD 4,469,778 8,525,708 52%
Change,
2007-2015
Square Feet 266,720 868,611
Percent 6.3% 11.3%

Source: CoStar, 2015.

Vacancy Trends

Retail vacancy trends in Tracy and the PMA overall track with the overall economy much
as do taxable sales (see previous chapter). In 2007, vacancy rates were at the lowest
of the 2007 to 2015 period, at 4.5 percent in Tracy and 5.2 percent in the PMA overall.
Rates climbed steeply to a peak in 2009, at 12.6 percent in Tracy and 11.1 percent in
the PMA. For the most parts, rates decreased gradually into 2015, with year-to-date
vacancy rates of 7.7 percent and 5.7 percent in Tracy and the PMA, respectively.

Figure 8: Retail Vacancy Rates, 2007- YTD 2015
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Absorption Trends

As the recession deepened, Tracy showed negative net absorption, with more space
being vacated as the inventory increased slowly. In 2010, however Tracy showed net
positive absorption of over 200,000 square feet, and limited positive absorption since
then. The PMA showed substantial positive absorption in several years even during the
recession, even as vacancies increased, indicating additions to the inventory, such as
the Target in Lathrop in 2008.

Figure 9: Net Absorption of Retail Space, 2007 — 2015 YTD
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Rent Trends

Retail rents declined in Tracy during the recession, but have partially recovered since
2010; triple net rents averaged $25.39 per square foot in 2007, decreased to $18.88
in 2010, and for 2015 year-to-date average $23.51. Manteca has fared poorly with
2015 rents still near the low for the 2007 through 2015 period; rents in 2007 at
$25.76 per square foot were actually slightly higher than Tracy, but for 2015 the
average rent is reported at $16.55, only 70 percent of Tracy levels. Rents in Lathrop
have generally been higher than either Tracy or Manteca, but the supply is much more

limited, at only about four percent of the PMA total retail square footage reported by
CoStar.
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Figure 10: Triple Net Retail Rents, 2007 — 2015 YTD
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In summary, the retail real estate market in Tracy and the PMA are in recovery from the
recession, with slightly more growth in total retail space in the PMA overall than in Tracy.
Following a period of higher vacancies, current levels are in the range appropriate for a
stabilized market, although Tracy’s vacancy rate is slightly higher than the PMA overall.
Rents in Tracy in 2015 have rebounded to nearly the levels seen prior to the depths of
the recession, but rents in Manteca remain weak.

Key Competitive Retail Nodes in the Market Area

City of Tracy

Tracy contains a large and diverse variety of retail nodes, ranging from Downtown Tracy
to old strip commercial centers to a regional mall. Table 12 provides a listing for the
major retail nodes. The three largest centers, West Valley Mall, Tracy Marketplace, and
Tracy Pavilion, are clustered near the Grant Line Road interchange with I-205 and
include 1.9 million of the total 3.1 million square feet of space in the listed shopping
centers. In addition to the shopping centers, there is a substantial amount of space
Downtown and along 11t Street and Tracy Boulevard either as stand-alone space or in
smaller strip centers.
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Table 12: Shopping Centers in Tracy

Square Percent Major
Shopping Centers Feet Vacant Tenants
Corral Hollow Shopping Center 167,184 0.0% Safeway, Orchard Supply
Tracy Pavilion 330,000 2.7% Home Depot, Winco, Marshalls
Tracy Marketplace 700,000 <1% Walmart, Costco
Gateway Plaza 120,282 0.7% Food Maxx, Walgreens
SaveMart 86,000 5.2% Save Mart
Red Maple Village 97,600 1.3% Raley's, Walgreens
McKinley Village 158,000 na Anchor Spaces Vacant (Closed Save Mart)
Grantline and Tracy 67,800 4.6% Big Lots, Ace Hardware, Dollar Tree
Tracy Corners 86,150 3.2% Mi Pueblo, Harbor Freight, O'Reilly Auto Parts
West Valley Mall 875,000 na Macy's, Sears, JCPenney, Target
Shops at Northgate Village 153,695 79.6% Largely vacant
Westgate Plaza 90,000 21.5% Autozone, 99 Cents Only Store
Orchard Shopping Center 26,400 6.0%
Grantline & Naglee 30,000 0.0% Jamba Juice, Round Table Pizza
Grant Line Station 33,000 19.0% Rite Aid
Valley Shopping Center 98,000 na CVS, City Furniture
Rite Aid/Valpico Town Center 15,000 na Rite Aid
Total Square Feet 3,134,111
Other Retail Nodes
Downtown Tracy na
11th Street Corridor na
Tracy Boulevard na

Source: BAE, based on information from City of Tracy, online research, Google Earth Pro, field research, and
various broker fliers.

Where data were available, most centers had vacancy rates below 10 percent, within
industry norms for a stable market and mirroring the CoStar data, but several centers
showed high or even extremely high vacancies. Most notably, the Shops at Northgate
Village, the former outlet mall, is largely vacant. According to City staff, this property has
come under new ownership which is working on re-tenanting the center with more local
businesses. During their area tour, BAE noted renovation work underway and at least
one new tenant preparing to open. This center falls within the 1-205 corridor, but is
largely isolated from the other retail along the corridor. The other center with extremely
high vacancy is McKinley Village, with a closed Save Mart and one other vacant larger
space, along with numerous other vacancies in the center. According to City staff, Save
Mart holds a long-term lease and is unwilling to sublease to another a potential
competitor to their remaining stores in Tracy (Save Mart and Food Maxx), thus limiting
the potential occupancy pool; the center could benefit from facade improvements and
other remodeling efforts. Westgate Plaza has a vacancy rate of over 20 percent, due to
the closure of Smart & Final. For the major retail cluster at Grant Line and I-205,
vacancies are generally lower. While the vacancy rate for the mall was not available,
the anchor spaces are all occupied by major national chains, and in addition to the
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anchor tenants there is a movie theater complex, a Sports Authority, and a free-standing
Best Buy big box electronics store and several restaurants. In its tour, BAE noted
several smaller vacancies within the mall itself, but most of the spaces were occupied,
largely by businesses focused on middle-income shoppers. Overall in its area tour, BAE
found most of Tracy’s existing shopping centers and retail areas to have limited
vacancies, mostly in smaller spaces.

Remainder of Primary Market Area

Manteca and Lathrop include a number of additional shopping centers, many of the
local-serving neighborhood centers, often anchored by supermarkets. The discussion
here focuses on the larger centers that are most competitive with the region-serving
retail in Tracy. This should not be considered a complete list of retail centers in
Manteca and Lathrop.

At this time, Lathrop only has one such center, Lathrop Marketplace, where the only
store built is a 127,000 square foot Target which opened in 2008 (see Table 13).
Phase 1 of this center has space for one additional store of similar size (or multiple
stores totaling a similar square footage), and several smaller free-standing pads. Land
is also available for a second phase when/if market conditions attract additional
retailers.

Manteca has four large retail centers/nodes competitive with Tracy. The Stadium
Center is anchored by Costco and Kohl’s, with a number of other retailers present. The
Promenade Shops at Orchard Valley is the largest center in Manteca, and was originally
conceived as a lifestyle center. Aside from its large anchor tenants (JC Penney, Bass
Pro, and AMC Theatres), however, the center is largely vacant or undeveloped. A fourth
large retailer, Best Buy, closed their store in this center in 2012. The Bass Pro store,
originally the only store for this sporting goods chain in Northern California and drawing
shoppers from throughout the larger region because of its large size and wide array of
products, now faces competition from Bass Pro outlets in Rocklin and San Jose which
are closer to the major population concentrations in the northern part of the state.
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Table 13: Major Shopping Centers in Lathrop and Manteca

Square Percent Major
Shopping Centers Feet Vacant Tenants
Lathrop
Lathrop Marketplace 127,000 0.0% Target (only store built)
Manteca
Stadium Center 420,000 6.0% Costco, Kohl's
Promenade Shops at Orchard Valley 617,750 >50% JC Penney, Bass Pro, AMC Theatres
Walmart/Safeway/Mission Ridge Plaza 290,775 na Walmart, Safeway
Target/Home Depot/Spreckels Park 442,600 na Target, Home Depot

Source: BAE, based on information from online research, Google Earth Pro, field research, and various broker
fliers.

There are two other major retail concentrations in Manteca, one including a Walmart
and Safeway at State Route 120 and South Main Street, and Spreckels Park at State
Route 99 and East Yosemite Avenue, anchored by Target and Home Depot. While
vacancy rates were not available for these two areas, BAE’s area tour showed few
vacancies in these centers.

Planned and Proposed Retail Development in Tracy and the Primary
Market Area

Tracy

Currently the City of Tracy reports several small retail projects in progress (see Appendix
B for details). None of these near-term projects involves a substantial increase in the
overall retail inventory, such as a large big-box store. Most significant are the
improvements at the Shops at Northgate Village, as the new owner attempt to
reposition this large vacant former outlet center. As a rehabilitation effort, this will not
add any additional square footage to the inventory, but will make the center more
competitive with existing retail space.

There are several additional projects in the planning process. The largest of these is the
Tracy Hills project, which includes land for up to 758,944 square feet of space
designated as general highway commercial, which includes most types of retail except
motor vehicle sales, eating and drinking places, personal services, and business offices
including banks, medical and dental clinics, and general administrative offices.® This
project is currently in the application process, with the Specific Plan and its EIR under
review. The first commercial development is slated for Phase 1b, and according to the
Draft Specific Plan, “[flull development of the Tracy Hills Specific Plan area may take up

6 Source: Tracy Hills Specific Plan, City of Tracy
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to 20 years or more to complete, depending on market conditions.” Most of the general
highway commercial development will occur in the long term rather than the early
phases, and will occur near interchanges with 1-580, thus serving local residents and
highway travelers.

Other developments include the Ellis development, which proposes a mix of residential
and commercial uses. Any retail development will occur in or near the “village center”
areas, with a maximum of 60,000 square feet of commercial space in the Village Center
and up to 40,000 square feet in an adjacent commercial area. Retail is permitted, but
other permitted uses include office (but only on upper floors), and lodging, live/work
with ground floor residential by CUP only. Most of the retail is envisioned as primarily
neighborhood-serving uses in smaller spaces. This project recently broke ground on a
residential portion of 156 homes. There is also an expansion/second phase at Red
Maple Village which includes 22,500 square feet of proposed retail space.

Remainder of PMA

Manteca has no major near-term retail projects currently underway. Longer term in
Manteca, the City has been working with a developer to establish a “Family
Entertainment Zone” adjacent to the Stadium Adjacent to stadium center and the Big
League Dreams baseball facility, consisting of tourism-related development including a
hotel, conference facilities, some restaurant space, an indoor and outdoor water park,
and other recreational facilities, as well as 360,000 square feet of retail and restaurant
uses serving patrons of the other parts of the project as well as local residents. The city
recently approved a conceptual EIR for the entire project, and a project-specific EIR for
the hotel and entertainment-related portions of the project. Recently, the currently
proposed operator of the facility announced that they were also looking at other sites in
the Bay Area, so the development timing for the project is currently up in the air.

Lathrop has two projects currently in process, a truck stop and a fast food restaurant.
Longer term, the Lathrop Marketplace project is entitled for up to 800,000 square feet
of retail and commercial space including the existing Target. Phase 1, which includes
the Target, is slated for a total of up to 300,000 square feet of space, including the
potential for one large store or a group of smaller stores of up to 135,000 square feet,
along with smaller shops and pads.

Mountain House has almost no retail development, but recently revised their town
center plans originally conceived in the 1990s to better reflect current retail trends and
resident needs. Currently, the master developer is seeking a grocery store and a gas
station, and the Town Center plan calls for areas of pedestrian-oriented retail and mixed
use development, along with public uses such as recreational facilities and parkland, a
community center, senior center, and library. Development will depend in part on
continued growth in Mountain House, in order to offer a large enough population base
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to attract retailers; because of the location, any retail in Mountain House will likely be
largely local-serving.
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Projected Demand for Retail Land in Tracy

This estimate of demand is derived by taking the estimated increment in retail sales
over each five-year period, and applying several industry benchmarks for sales, floor
area ratios, shopping center tenant mix, and vacancy to derive future land demand.

First, industry benchmarks for sales performance are applied. For the motor vehicle-
related retail, the estimate is applied on a per-acre basis since most automotive retail
sales are at car dealers and gasoline stations, where the size of the structures is not as
important as the total space for vehicle display, storage, and for gas stations, the fuel
pump area. In some cases, the structures are minimal (e.g., a self-service gas station
with no convenience store, or a used car lot with no service facility). BAE analyzed the
land footprint of new car dealers in Tracy, took estimates of sales based on available
taxable sales and the 2012 Economic Census, and derived an estimate of $9 million in
annual sales per acre for motor vehicle-related retail.

For all other retail, BAE assumed annual sales at $400 per square foot, based on review
of multiple sources, including reports from sales tax consultants, company annual
reports, and other sources. As a point of reference, this number is lower than Walmart’'s
reported company-wide sales per square foot, and above Target’s. It may be above
current levels in Tracy, but higher levels of sales are required to feasibly support new
retail construction.

For all other retail, a floor area ratio of 0.25 is assumed, to allow for adequate parking.
It is assumed that 15 percent of the new retail space will be occupied by uses such as
beauty salons, storefront medical and dental clinics, insurance offices, fitness centers,
banks, and other types of non-retail uses. Finally, a vacancy factor of 7.5 percent is
applied, to allow for normal movement in the market such as entry of new retailers, or
expansion and relocation of existing retailers.

The results of the analysis are shown below, with projected demand for approximately

16 acres of land for future motor vehicle-related demand, and approximately 670,000
square feet of built space or 72 acres of land for all other retail types.
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Table 14: Demand for Retail Land in Tracy, 2015 - 2030

Annual Sales per Square Foot/Acre (2015 $)
Motor Vehicle-Related (per acre) $9,000,000

All Other Retail (per square foot) $400
FAR for All Other Retail 0.25
Service Business Factor for Other 15.0%
Vacancy Factor for Other Retail 7.5%
Demand for New Non-Motor Vehicle-Related Building Space Total
2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
250,874 204,286 215,635 670,794
New Land Demand in Acres Total
2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
Motor Vehicle-Related 5.39 4.98 5.26 15.64
All Other Retail 23.04 23.86 25.18 72.08
Total Land Demand 28.43 28.84 30.44 87.72

Sources: Nielsen; State Board of Equalization; San Joaquin Council of Governments; City of Tracy; 2012
Economic Census; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.

Projected Demand for Retail Land in the I-205 Corridor

The 1-205 Corridor is the primary location for region-serving retail in Tracy, including the
cluster of new car dealers, the mall, and numerous big-box stores. The analysis here
assumes that future demand for region-serving retail will be met in the Corridor, along
with some local demand (e.g., food stores, such as WinCo or the Walmart expansion).

Motor Vehicle-Related Retail

New car dealers (either representing additional brands or expansion of existing brands)
slated to meet the growth in demand will seek locations near the current dealers along
Naglee Road. These dealers make up the bulk of motor vehicle-related demand for new
retail land. Gasoline stations (often with convenience stores) will serve both local and
regional drivers; two thirds of all land demand for this retail category has been assumed
to be suited for the I-205 Corridor. For the entire motor-vehicle related category, the
analysis assumes 90% of demand will be in the I-205 Corridor.

All Other Retail

This includes a broad range of retail categories, some of which are primarily region-
serving (e.g., department stores and big box stores), and others with a more local
orientation (e.g., supermarkets). However, the lines between some of these categories
are blurred; for instance, the WinCo food store functions as a regional draw as well as
serving local Tracy shoppers. Overall, BAE has assumed that 70 percent of overall
demand for all other retail will be in the I-205 Corridor. Table 15 shows the results of
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the analysis, with demand in the I-205 Corridor for approximately 470,000 square feet
of non-automotive retail space and 65 total acres of retail-serving land uses.

Table 15: Demand for Retail Land in the 1-205 Corridor, 2015 - 2030

Regional Proportion of Overall Demand

Motor Vehicle-Related 90%
All Other Retail 70%
Demand for New Non-Motor Vehicle-Related Building Space Total
2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
175,612 143,000 150,944 469,556
New Land Demand in Acres Total
2015 - 2020 2020 - 2025 2025-2030 2015 - 2030
Motor Vehicle-Related 4.85 4.48 4,73 14.07
All Other Retail 16.13 16.70 17.63 50.46
Total Land Demand 20.98 21.19 22.36 64.53

Sources: Nielsen; State Board of Equalization; San Joaquin Council of Governments; City of Tracy; 2012
Economic Census; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.

Available Developable Land in the I-205 Corridor

According to City staff, there are approximately 616 acres of vacant or underutilized
commercial land” in the City portion of the I-205 Corridor, with an additional 265 acres
in unincorporated areas within the City Sphere of Influence (a listing of parcels can be
found in Appendix C). Figure 11 shows the distribution of the specifically designated
parcels in the I-205 Corridor. While a number of these are very small parcels and may
not be suitable for development unless consolidated, there are numerous larger
parcels, many of them adjacent to or within currently developed areas. In addition to
the parcels shown in the figure, there is additional acreage designated for commercial
development in the Urban Reserve 2 and 3 areas, the Gateway PUD area, and Cordes
Ranch Specific Plan areas.

7 Available land consists of vacant or underutilized properties that are either designated by the General
Plan as commercial, have current zoning of commercial, or are within an Urban Reserve and Specific Plan
with a set amount of future commercial.
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Figure 11: Vacant and Underutilized Commercial Parcels in the I-205 Corridor
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Sources: City of Tracy; ESRI; BAE, 2015.

Analysis

Based on the above, there appears to be ample land in the I-205 corridor to meet future
demand for retail/commercial development over the next 10 to 15 years. Demand is
estimated at 65 acres through 2030, and total available acreage is over 800 acres.
While this report has focused on the retail sector, there is ample available land to meet
demand for other commercial uses, including hotels and service businesses; demand
for these uses is likely to grow at a rate similar to retail demand. In the short term,
there are no major retail projects currently underway in the corridor.

Furthermore, even though a number of the parcels are small and would be difficult to
consolidate into a marketable property, particularly between Corral Hollow Road and
Tracy Boulevard and in the unincorporated area along Larch Road and Clover Road,
there are numerous larger parcels located in or near the existing retail concentrations of
motor vehicle dealers, Tracy Pavilion, Tracy Marketplace, and the West Valley Mall.
These properties are likely to prove more attractive to retailers than more peripheral
parcels, such as those east of Corral Hollow Road and even those large parcels farther
to the east at the MacArthur Drive exit. This would especially be the case for motor-
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vehicle dealers, the primary source for approximately 14 acres of land demand over the
15-year period. There are also additional large properties available in the nearby Urban
Reserve Areas, and to the west in the Gateway PUD and the Cordes Ranch Specific Plan
area.

The properties more distant from the existing large concentration of regional retail are
less likely to be the focus of retail development, but there may still be retail uses that
would consider locating there, possibly disruptive new retail concepts that may emerge
in the next 15 years, or a unique destination retail user that does not depend on the
synergies created by proximity to other retailers.

Given the large surplus of potentially developable land, the City does not necessarily
need to preserve all of this property or any additional sites specifically for retail or other
commercial uses, but the City should not necessarily turn away potential users
expressing interest in properties east of Corral Hollow Road or near the MacArthur Drive
interchange. For instance, City staff report potential interest in building a hotel next to
the Shops at Northgate Village. On the other hand, if approached by other non-
commercial potential use types, especially ones providing fiscal benefits to the City, jobs
to local residents, or from industries the City wishes to attract as part of its long-term
economic development, the City does not need to hold back approvals in order to
preserve the land for retail or related uses.

Another qualitative factor to consider in the demand for new retail is that shopper
preferences change over time, and existing retail may become functionally obsolete or
unable to compete with newer centers. An example of this in Tracy is the outlet mall.
While the current owners are attempting to repurpose and re-tenant the center, if this
effort does not succeed, the property could see long-term vacancy, and might be
suitable for redevelopment in another retail configuration or in a different use. An
additional potential concern might be the long-term viability of the mall; across the U.S.,
the number of malls is declining, with the more successful malls being upscale centers
such as the Stanford Shopping Center in Palo Alto or Westfield Valley Fair in San Jose,
with anchors such as Nordstrom and Bloomingdales. Nationally, Macy’s, JC Penney,
and especially Sears, have struggled lately to attract shoppers; even Target has had
difficulties, including a major security breach and the closure of all its Canadian outlets.

It is also important to encourage retailers suitable for the area’s population and
employment base. In Manteca, the Promenade Shops at Orchard Valley, originally
envisioned as a lifestyle center built around the Bass Pro outlet and its other anchors,
suffers from extremely high vacancies as it has failed to attract other tenants to the
center, and while the Bass Pro for many years was the chain’s only store in Northern
California, it now faces competition from Bass Pro stores in Rocklin and San Jose.
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In summary, Tracy appears to have ample land available for new retail and commercial
development that would permit the City to maintain its share of PMA sales, but it is also
important to be aware that existing retail will face challenges with the need to recycle,
renew, and reposition itself as consumer spending patterns evolve over time.
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Appendix A: Retail Sales Trends, 2004 to 2014

California Taxable Retail Sales Trends, 2004-2008

Sales in 2014 $000 (a) (b) (c) 2004 2005 2006 2007 2008
Motor Vehicles and Parts $89,115,262 $89,387,888 $83,664,329 $80,100,483 $59,695,124
Home Furnishings and Appliances $20,658,228 $21,118,349 $20,319,642 $18,922,701 $18,824,797
Building Materials $46,755,783 $48,163,548 $46,536,003 $36,956,600 $29,165,592
Food Stores $24,965,354 $25,660,244 $25,557,200 $25,418,794 $23,536,822
Service Stations $41,252,152 $46,838,559 $50,940,654 $53,285,216 $56,931,555
Apparel Stores $21,353,062 $22,725,626 $23,178,750 $23,602,252 $24,210,810
General Merchandise Stores $67,922,679 $68,967,241 $69,275,171 $67,784,800 $61,758,618
Eating and Drinking Places $54,493,549 $56,367,784 $57,544,629 $58,461,121 $56,971,127
Other Retail Stores $74,434,498 $77,184,721 $77,766,402 $73,457,682 $59,996,515

Retail Stores Total $440,950,567 | $456,413,960 | $454,782,781 | $437,989,649 | $391,090,960

Sales per Capitain 2014 $ (d) 2004 2005 2006 2007 2008
Motor Vehicles and Parts $2,505 $2,492 $2,317 $2,201 $1,626
Home Furnishings and Appliances $581 $589 $563 $520 $513
Building Materials $1,314 $1,343 $1,289 $1,015 $795
Food Stores $702 $715 $708 $698 $641
Service Stations $1,160 $1,306 $1,410 $1,464 $1,551
Apparel Stores $600 $634 $642 $648 $660
General Merchandise Stores $1,910 $1,923 $1,918 $1,862 $1,683
Eating and Drinking Places $1,532 $1,571 $1,593 $1,606 $1,552
Other Retail Stores $2,093 $2,152 $2,153 $2,018 $1,635

Retail Stores Total $12,396 $12,724 $12,592 $12,033 $10,655

Population 35,570,847 35,869,173 36,116,202 36,399,676 36,704,375

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous
years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer

outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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Sales in 2014 $000 (a) (b) (c) 2009 2010 2011 2012 2013 3q13-2q14
Motor Vehicle and Parts Dealers $48,844,512 $51,349,046 $56,306,773 $63,589,493 $69,233,486 $70,565,036
Home Furnishings and Appliance Stores $24,006,429 $24,388,747 $24,906,547 $25,500,651 $25,877,113 $25,873,751
Bldg. Matrl. and Garden Equip. & Supplies| $26,326,285 $26,838,097 $27,532,973 $28,348,250 $30,224,463 $30,347,578
Food and Beverage Stores $24,754,032 $24,709,061 $24,936,169 $25,324,809 $25,753,073 $25,634,808
Gasoline Stations $42,904,362 $49,040,426 $58,320,770 $59,930,329 $57,903,557 $56,988,824
Clothing & Clothing Accessories Stores $28,152,083 $29,566,883 $31,267,809 $33,430,869 $35,558,525 $35,662,233
General Merchandise Stores $49,320,396 $50,230,274 $50,935,816 $51,654,917 $52,374,475 $51,429,244
Food Services and Drinking Places $54,809,893 $55,607,085 $57,841,051 $60,995,687 $63,927,843 $65,098,088
Other Retail Group $42,570,955 $42,605,149 $43,501,035 $45,248,593 $48,968,985 $48,937,230

Retail Stores Total $341,688,947 | $354,334,768 | $375,548,942 | $394,023,597 | $409,821,519 | $410,536,792

Sales per Capitain 2014 $ (d) 2009 2010 2011 2012 2013 3q13-2q14
Motor Vehicle and Parts Dealers $1,321 $1,378 $1,504 $1,688 $1,820 $1,848
Home Furnishings and Appliance Stores $649 $655 $665 $677 $680 $677
Bldg. Matrl. and Garden Equip. & Supplies $712 $720 $736 $752 $795 $795
Food and Beverage Stores $670 $663 $666 $672 $677 $671
Gasoline Stations $1,161 $1,316 $1,558 $1,590 $1,523 $1,492
Clothing & Clothing Accessories Stores $762 $794 $835 $887 $935 $934
General Merchandise Stores $1,334 $1,348 $1,361 $1,371 $1,377 $1,347
Food Services and Drinking Places $1,483 $1,493 $1,545 $1,619 $1,681 $1,704
Other Retail Group $1,152 $1,144 $1,162 $1,201 $1,288 $1,281

Retail Stores Total $9,243 $9,511 $10,034 $10,457 $10,776 $10,749

Population 36,966,713 37,253,956 37,427,946 37,680,593 38,030,609 38,193,865

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous
years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer

outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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San Joaquin County Taxable Retail Sales Trends, 2004-2008

Sales in 2014 $000 (a) (b) (c) 2004 2005 2006 2007 2008
Motor Vehicles and Parts $1,651,769 $1,707,697 $1,551,775 $1,485,292 $1,048,288
Home Furnishings and Appliances $208,892 $219,243 $199,174 $167,792 $172,976
Building Materials $1,160,618 $1,251,938 $1,102,365 $715,966 $500,840
Food Stores $504,197 $515,270 $487,455 $487,317 $424,153
Service Stations $881,291 $1,027,881 $1,086,829 $1,141,049 $1,269,911
Apparel Stores $230,661 $246,690 $255,915 $258,818 $249,273
General Merchandise Stores $1,231,206 $1,279,931 $1,251,906 $1,180,270 $1,106,011
Eating and Drinking Places $675,661 $704,429 $706,121 $711,549 $693,681
Other Retail Stores $1,146,259 $1,254,135 $1,234,761 $1,164,040 $920,710

Retail Stores Total $7,690,555 $8,207,213 $7,876,300 $7,312,093 $6,385,843

Sales per Capitain 2014 $ (d) 2004 2005 2006 2007 2008
Motor Vehicles and Parts $2,623 $2,647 $2,365 $2,233 $1,559
Home Furnishings and Appliances $332 $340 $304 $252 $257
Building Materials $1,843 $1,941 $1,680 $1,076 $745
Food Stores $801 $799 $743 $732 $631
Service Stations $1,399 $1,593 $1,656 $1,715 $1,888
Apparel Stores $366 $382 $390 $389 $371
General Merchandise Stores $1,955 $1,984 $1,908 $1,774 $1,645
Eating and Drinking Places $1,073 $1,092 $1,076 $1,070 $1,032
Other Retail Stores $1,820 $1,944 $1,882 $1,750 $1,369

Retail Stores Total $12,211 $12,723 $12,002 $10,991 $9,496

Population 629,787 645,059 656,247 665,304 672,492

DRAFT

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous
years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A "#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer

outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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San Joaquin County Taxable Retail Sales Trends, 2009-2014

Sales in 2014 $000 (a) (b) (c)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies|
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Sales per Capita in 2014 $ (d)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies|
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Population

DRAFT

2009 2010 2011 2012 2013 3q13-2q14
$815,437 $833,518 $914,406 $1,032,699 $1,160,730 $1,204,841
$224,660 $244,478 $278,428 $285,362 $317,185 $316,875
| $452,397 $447,793 $460,887 $487,608 $580,105 $575,824
$402,314 $416,680 $416,092 $404,881 $392,533 $387,989
$954,532 $1,106,441 $1,343,407 $1,363,352 $1,334,442 $1,298,912
$275,656 $273,896 $273,037 $283,904 $290,523 $288,553
$963,597 $980,601 $1,009,225 $1,059,813 $1,082,133 $1,065,696
$678,278 $663,663 $671,317 $696,359 $723,523 $734,304
$694,665 $686,604 $697,611 $713,497 $757,948 $744,612
$5,461,537 $5,653,675 $6,064,409 $6,327,475 $6,639,122 $6,617,606

2009 2010 2011 2012 2013 3q13-2q14
$1,203 $1,216 $1,327 $1,483 $1,654 $1,709
$331 $357 $404 $410 $452 $449
$667 $653 $669 $700 $827 $817
$594 $608 $604 $581 $559 $550
$1,408 $1,615 $1,949 $1,958 $1,902 $1,842
$407 $400 $396 $408 $414 $409
$1,422 $1,431 $1,464 $1,522 $1,542 $1,511
$1,001 $968 $974 $1,000 $1,031 $1,041
$1,025 $1,002 $1,012 $1,025 $1,080 $1,056
$8,057 $8,250 $8,800 $9,087 $9,463 $9,385
677,833 685,306 689,160 696,328 701,620 705,149

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous

years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer
outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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Tracy Taxable Retail Sales Trends, 2004-2008

DRAFT

Sales in 2014 $000 (a) (b) (c) 2004 2005 2006 2007 2008
Motor Vehicles and Parts $321,658 $334,563 $301,568 $250,462 $190,133
Home Furnishings and Appliances $26,520 $27,887 $27,143 $23,746 $32,635
Building Materials $132,894 $154,624 $133,926 $87,498 $57,526
Food Stores $58,921 $56,325 $54,075 $52,048 $46,418
Service Stations $114,709 $136,777 $150,991 $176,718 $186,781
Apparel Stores $62,510 $61,877 $58,976 $55,214 $48,343
General Merchandise Stores $222,514 $232,641 $236,507 $225,089 $208,657
Eating and Drinking Places $99,757 $104,754 $106,870 $109,016 $105,673
Other Retail Stores $122,076 $131,027 $122,299 $124,784 $90,489

Retail Stores Total $1,161,557 $1,240,475 $1,192,356 $1,104,576 $966,655

Sales per Capitain 2014 $ (d) 2004 2005 2006 2007 2008
Motor Vehicles and Parts $4,303 $4,277 $3,762 $3,104 $2,333
Home Furnishings and Appliances $355 $356 $339 $294 $400
Building Materials $1,778 $1,977 $1,671 $1,084 $706
Food Stores $788 $720 $675 $645 $570
Service Stations $1,535 $1,748 $1,884 $2,190 $2,292
Apparel Stores $836 $791 $736 $684 $593
General Merchandise Stores $2,977 $2,974 $2,951 $2,789 $2,561
Eating and Drinking Places $1,335 $1,339 $1,333 $1,351 $1,297
Other Retail Stores $1,633 $1,675 $1,526 $1,546 $1,110

Retail Stores Total $15,540 $15,857 $14,876 $13,687 $11,862

Population 74,745 78,228 80,152 80,700 81,490

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous
years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer

outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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Tracy Taxable Retail Sales Trends, 2009-2014

Sales in 2014 $000 (a) (b) (c)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies|
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Sales per Capita in 2014 $ (d)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies|
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Population

DRAFT

2009 2010 2011 2012 2013 3q13-2q14
$157,531 $165,423 $181,089 $222,410 $282,239 $296,992
$43,867 $75,774 $111,536 $116,537 $129,165 $127,900
| $50,518 $52,668 $56,995 $62,898 $69,298 $69,735
$47,985 $50,892 $51,570 $58,768 $54,780 $54,499
$139,603 $165,041 $195,114 $193,180 $197,324 $193,201
$48,461 $46,961 $46,691 $45,824 $41,436 $40,360
$168,658 $176,356 $185,371 $187,106 $190,872 $189,051
$106,280 $104,988 $107,797 $110,434 $118,549 $122,815
$63,681 $61,012 $60,843 $67,624 $76,581 $72,686
$826,585 $899,113 $997,007 $1,064,782 $1,160,245 $1,167,238

2009 2010 2011 2012 2013 3q13-2q14
$1,920 $1,995 $2,175 $2,648 $3,341 $3,506
$535 $914 $1,340 $1,388 $1,529 $1,510
$616 $635 $685 $749 $820 $823
$585 $614 $619 $700 $648 $643
$1,702 $1,990 $2,344 $2,300 $2,336 $2,281
$591 $566 $561 $546 $491 $476
$2,056 $2,127 $2,227 $2,228 $2,260 $2,232
$1,295 $1,266 $1,295 $1,315 $1,403 $1,450
$776 $736 $731 $805 $907 $858
$10,075 $10,843 $11,977 $12,679 $13,735 $13,780
82,040 82,922 83,246 83,983 84,475 84,706

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous

years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer
outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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Manteca Taxable Retail Sales Trends, 2004-2008

Sales in 2014 $000 (a) (b) (c)
Motor Vehicles and Parts
Home Furnishings and Appliances
Building Materials
Food Stores
Service Stations
Apparel Stores
General Merchandise Stores
Eating and Drinking Places
Other Retail Stores

Retail Stores Total

Sales per Capita in 2014 $ (d)
Motor Vehicles and Parts
Home Furnishings and Appliances
Building Materials
Food Stores
Service Stations
Apparel Stores
General Merchandise Stores
Eating and Drinking Places
Other Retail Stores

Retail Stores Total

Population

DRAFT

2004 2005 2006 2007 2008
$187,240 $190,878 $168,108 $184,086 $113,572
$12,761 $15,793 $15,541 $20,132 $15,451
$100,675 $100,642 $94,584 $69,651 $55,768
$50,759 $48,587 $45,365 $45,267 $38,190
$74,056 $78,064 $77,841 $74,165 $79,874
$5,760 $10,200 $23,439 $31,778 $26,316
$159,438 $159,756 $150,583 $139,573 $152,339
$66,740 $72,917 $74,165 $78,353 $79,088
$94,172 $101,955 $100,870 $60,266 $61,698
$751,600 $778,792 $750,496 $703,270 $622,296

2004 2005 2006 2007 2008
$3,161 $3,150 $2,715 $2,928 $1,766
$215 $261 $251 $320 $240
$1,699 $1,661 $1,527 $1,108 $867
$857 $802 $733 $720 $594
$1,250 $1,288 $1,257 $1,180 $1,242
$97 $168 $378 $505 $409
$2,691 $2,636 $2,432 $2,220 $2,369
$1,127 $1,203 $1,198 $1,246 $1,230
$1,590 $1,682 $1,629 $958 $959
$12,687 $12,852 $12,119 $11,185 $9,676
59,240 60,598 61,926 62,875 64,316

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous
years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.
(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer

outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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Manteca Taxable Retail Sales Trends, 2009-2014

Sales in 2014 $000 (a) (b) (c)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies|
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Sales per Capita in 2014 $ (d)
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies|
Food and Beverage Stores
Gasoline Stations
Clothing & Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Retail Stores Total

Population

DRAFT

2009 2010 2011 2012 2013 3q13-2q14
$89,700 $90,012 $91,398 $99,433 $117,046 $117,689
$24,654 $25,584 $26,215 $16,915 $18,396 $18,568

| $44,258 $44,889 $46,832 $47,544 $51,169 $49,856
$35,771 $35,983 $35,554 $36,056 $35,841 $35,469

$69,217 $79,598 $87,775 $98,192 $96,581 $94,179

$28,843 $28,785 $27,611 $31,402 $35,647 $35,314
$176,767 $184,690 $183,641 $190,005 $190,812 $187,807
$79,729 $82,124 $83,620 $88,155 $93,829 $95,270

$75,749 $79,911 $83,707 $87,206 $95,842 $94,140
$624,688 $651,576 $666,353 $694,908 $735,163 $728,293

2009 2010 2011 2012 2013 3q13-2q14

$1,366 $1,342 $1,339 $1,423 $1,637 $1,632
$376 $381 $384 $242 $257 $258
$674 $669 $686 $680 $716 $691
$545 $536 $521 $516 $501 $492
$1,054 $1,186 $1,286 $1,405 $1,351 $1,306
$439 $429 $404 $449 $498 $490
$2,692 $2,753 $2,690 $2,719 $2,668 $2,605
$1,214 $1,224 $1,225 $1,261 $1,312 $1,321
$1,154 $1,191 $1,226 $1,248 $1,340 $1,306
$9,515 $9,711 $9,761 $9,944 $10,280 $10,100
65,652 67,096 68,268 69,884 71,514 72,108

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous

years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer
outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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Lathrop Taxable Retail Sales Trends, 2004-2008

Sales in 2014 $000 (a) (b) (c)
Motor Vehicles and Parts
Home Furnishings and Appliances
Building Materials
Food Stores
Service Stations
Apparel Stores
General Merchandise Stores
Eating and Drinking Places
Other Retail Stores

Retail Stores Total

Sales per Capita in 2014 $ (d)
Motor Vehicles and Parts
Home Furnishings and Appliances
Building Materials
Food Stores
Service Stations
Apparel Stores
General Merchandise Stores
Eating and Drinking Places
Other Retail Stores

Retail Stores Total

Population

DRAFT

2004 2005 2006 2007 2008
$91,457 $107,113 $117,929 $131,923 $170,877
2004 2005 2006 2007 2008
$7,327 $8,389 $8,139 $8,108 $9,888
12,482 12,768 14,489 16,271 17,282

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous
years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.
(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer

outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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Lathrop Taxable Retail Sales Trends, 2004-2008

DRAFT

Sales in 2014 $000 (a) (b) (c)

Motor Vehicle and Parts Dealers

Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies|
Food and Beverage Stores

Gasoline Stations

Clothing & Clothing Accessories Stores
General Merchandise Stores

Food Services and Drinking Places

Other Retail Group

Retail Stores Total

Sales per Capita in 2014 $ (d)

Motor Vehicle and Parts Dealers

Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies|
Food and Beverage Stores

Gasoline Stations

Clothing & Clothing Accessories Stores
General Merchandise Stores

Food Services and Drinking Places

Other Retail Group

Retail Stores Total

Population

2009 2010 2011 2012 2013 3913-2q14
$31,462 $32,532
# #
$12,059 $13,334
$7,046 $7,156
$73,599 $69,824
$129 $106
# #
$17,013 $16,449
$27,804 $26,251
$154,314 $167,896 $173,462 $167,551 $169,112 $165,652
2009 2010 2011 2012 2013 3913-2q14
$1,630 $1,664
# #
$625 $682
$365 $366
$3,812 $3,572
$7 $5
# #
$881 $842
$1,440 $1,343
$8,773 $9,316 $9,326 $8,852 $8,760 $8,475
17,589 18,023 18,600 18,927 19,306 19,546

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous

years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer
outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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DRAFT

Primary Market Area Taxable Retail Sales Trends, 2004-2008

Sales in 2014 $000 (a) (b) (c) 2004 2005 2006 2007 2008
Retail Stores Total $2,004,614 $2,126,380 $2,060,780 $1,939,768 $1,759,829

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous
years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A"#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer

outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.

Primary Market Area Taxable Retail Sales Trends, 2009-2014

Sales in 2014 $000 (a) (b) (c) 2009 2010 2011 2012 2013 3013-2q14
Retail Stores Total $1,605,588 $1,718,585 $1,836,822 $1,927,240 $2,064,520 $2,061,182

(a) Retail sales have been adjusted to 2014 dollars based on the CA Consumer Price Index, from the CA Dept. of Industrial Relations, based on data from the U.S.
Bureau of Labor Statistics. At the beginning of 2007, SBOE made some minor changes to their classification system, thus year-to-year comparisons with previous
years should be made with caution. 2009 and later data presented in a separate table due to major change in categorization scheme, such that data

are not fully comparable with earlier years.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.

(c) A "#"sign indicates data unavailability for the category due to SBOE confidentiality rules that suppress data when there are four or fewer

outlets or sales in a category dominated by one store. Suppressed sales have been combined with Other Retail Stores.

(d) Per capita sales calculated based on sales divided by population. 2010 population from U.S. Census; estimates for other years from

CA State Dept. of Finance.

Sources: 2010 U.S. Census; State Dept. of Finance; State Board of Equalization; CA Dept. of Industrial Relations; U.S. Bureau of Labor Statistics; BAE, 2015.
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Appendix B: Planned and Proposed Retail Projects in Tracy and the PMA

To be added



DRAFT

Appendix C: Available Commercial Land in the 1-205 Corridor

To be added
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HANDOUT - AGENDA ITEM 6

OWNERS’ OBJECTION TO RESOLUTION OF NECESSITY p.1
City Council Meeting of 12/15/2015 {Agenda Item 6}

11% Street at MacArthur Drive intersection Improvement Project
Site Address: 516 East 11'" Street, Tracy, CA95376 {APN: 235-190-11)

“A public entity may exercise the power of eminent domain only if it has adopted a resolution of
necessity that meets the requirements of Article 2 (commencing with Section 1245.210) of Chapter 4”
[CCP § 1240.040; Gov. Code § 7267.2(a)]. In addition to other requirements imposed by law, the
resolution of necessity must contain a declaration that the governing body of the public entity Aas
Jound and determined that “the offer required by Section 7267.2 of the Government Code has been
made to the owner or owners of record ...” [CCP § 1245.230].

Government Code § 7267.2 is part of the California Relocation Assistance Law (CRAL) [Gov. Code
§§ 7260 - 7277]. By their express terms, the implementing regulations of the CRAL [25 CCR § 6000
et seq.] are applicable to this acquisition [25 CCR § 6004(a)]. The purposes of these “requirements” is
“to encourage and expedite the acquisition of real property by agreements with owners, o avoid
litigation and relieve congestion in the courts, to assure consistent treatment for owners in the public
programs, and to promote public confidence in public land acquisition practices” [Gov. Code § 7267,

25 CCR § 6002(b)(2)].

25 CCR § 6182 (i)(1) provides that “Prior to commencement of an eminent domain proceeding the
public entity shall make reasonable efforts to discuss with the owner its offer to purchase the owner's
real property. The owner shall be given a reasonable opportunity to present material which he believes
to be relevant as to the question of value and to suggest modification in the proposed terms and
conditions of the purchase, and the public entity shall carefully consider the owner's presentation.”
[see also: 49 CFR § 24.102(D)]

Your responsibility is to “find and determine” whether those requirements, as they relate to the
required writlen offer to purchase have been met before you adopt the resolution of necessity [CCP §
1240.040; Gov. Code § 7267.2(a)]. As the California Code of Regulations states, “No public entify
may proceed with any phase of a project or any other activity which will result in the acquisition of
real property until it determines that with respect to such acquisition and to the greatest extent
practicable, [§] (1) Adequate provisions have been made to be guided by the provisions of Article 6 of
the Guidelines ..."”" [25 CCR § 6010(b); 25 CCR § 6182]

“A gross abuse of discretion occurs where the public agency acts arbitrarily or capriciously, renders
Sfindings that are lacking in evidentiary support, or fails to follow the required procedures . . .” [City
of Stockton v. Marina Towers LLC (2009) 171 Cal.App.4th 93, 115 (bold italics added)] Failure to
comply with Gov. Code § 7267.2 is a basis for the later dismissal of the condemnation action [City of
San Jose v. Great Oaks Water Co. (1987) 192 Cal.App.3d 1005, 1013]

My clients respectfully submit that your offer has not met the requirements of Gov. Code §7267.2 and
the aforementioned regulations implementing the CRAL or implementing the corresponding federal
act [see 49 CFR § 24.101(b) and 49 CFR § 24.101(d)] for the reasons detailed in my previous
correspondence: (a) to the City Manager dated September 17, 2014; (b) to the City Engineer dated
April 27, 2015; and (c) to you dated November 18, 2015 (copies of which are attached hereto), and
elaborated herein. The City’s failure to follow the required procedures is plainly evident, and your



OWNERS’ OBJECTION TO RESOLUTION OF NECESSITY p.2
City Council Meeting of 12/15/2015 {Agenda Item 6)

11'" Street at MacArthur Drive Intersection Improvement Project
Site Address: 516 East 11" Street, Tracy, CA 95376 (APN: 235-190-11)

adoption of the resolution of necessity would be “lacking in evidentiary support,” and therefore a
“pross abuse of discretion.”

What has been apparent, almost from the beginning of the process, is that the City has not “carefully
consider[ed] the owner's presentation” {25 CCR 6182(i)(1); 49 CFR § 24.103()], indeed it has not
considered the information presented by my clients af all, except to ignore requested information from
my clients or to omit from its later “summary statements” any reference to the comparable data
presented by my clients in an apparent efforl to avoid conceding an increase in the offer was
warranted:

)

2)

3)

When my clients’ pointed out that the most comparable “as if vacant” sale was the Fisher to
Tracy East LLP sale (about 3 blocks east of the subject property at the corner of 11" and F
Streets) [see my letters dated 9/17/2014 and 4/27/2015], and that the unit value of about $46.87
per square foot (including demolition costs) would indicate an “as if vacant” value of the
subject property of $604,300, the City simply omitted the “as if vacant” analysis from the last
“summary statement™ dated in November of 2015.

When my clients’ pointed out that the City’s appraisal failed to follow it’s own logic, and that
the most comparable sale with the closest “floor area ratio” (FAR) to the subject in the
November, 2014 “summary statement” would indicate a value in the range from $536,000 to
$585,000 (depending on whether the basement was include in the floor space), those
comparable sales were omitted from the “updated appraisal” with is the subject of the
November, 2015 “summary statement.” Substituted were other sales having FARs that were
not comparable (i.e., 0.92 vs. 0.19), or in communities where land values (as indicated by
property tax revenues in those cities when compared to those in Tracy) were significantly less
than land values in Tracy.

When my clients pointed out that the size of their lot was 12,894 square feet, and that the City’s
“summary statement” said it was only 12,841 and repeatedly requested the City to correct that
error. The request was repeatedly ignored. Attached hereto is the letter dated December 14,
2015, from Michael Quartaroli, a licensed land surveyor, which confirms that the actual lot size
is indeed 12, 894 square feet.

The letter from the City’s condemnation counsel dated December 4, 2015, continues the trend.
In it Mr. Amspoker states: “We are in receipt of your letter dated November 18, 2015,
regarding, among other things, the area of the subject parcel. The overall size used in the
City’s appraisal was based upon survey information provided by the City to the appraiser. We
do not think your comments about the overall size of the property justify any modification to
the City’s offer. As you know, the City’s appraisal of $350,000 is based on the rentable size of
the building. The overall size of the land would hve no impact on this. In any event, we
appreciate that you have brought this issue to our attention, and the correct amount of the
square footage will be subject to later verification.”



OWNERS’ OBJECTION TO RESOLUTION OF NECESSITY p-3
City Council Meeting of 12/15/2015 {Agenda ltem 6)

11 Street at MacArthur Drive Intersection Improvement Project
Site Address: 516 East 11" Street, Tracy, CA 95376 (APN: 235-190-11)

You will note that the 25 CCR § 6182(d)(2) requires the summary statement contain: “A
description of the location and extent of the property to be taken, with sufficient detail for
reasonable identification, and the interest to be acquired.” [see 49 CFR 24.102(e)(2) as well]

You will also note that the “cost approach™ as set forth in the City’s summary statement of
November, 2014 (which included the cost approach) contains a line wherein the total lot size is
multiplied by the “land” value as shown by the sales (see p. 2 of 7 therein).

In addition, the last “summary statement” received from the City in November of 2015 does not apply
a “cost approach” or an “income” approach to valuation. Gov. Code § 7267.2(b) indicates that the
summary statement must contain at a minimum, “The principal transactions [i.e., the “comparable
sales”], reproduction or replacement cost analysis, or capitalization analysis, supporting the
determination of value,”

The CAL TRANS Right of Way Manual states that “The Cost Approach is required in the valuation of
improved properties where income and market data are nonexistent, limited, or inconclusive.” And, it
is only when, “In the valuation of improved properties where there is sufficient comparable data to
estimate the value of the property by the market and income approaches, the Cost Approach is
optional.” [CALTRANS Right of Way Manual, § 7.05.04.00]

The City’s current summary statement (dated in November of 2015) relies on only the “sales
comparison” approach. [see p. 2 thereof], while conceding at p. 4 that there are “A limited number of
recent comparable sales were discovered in Tracy ...” Thus, at a minimum a “cost approach” is
required in addition to the “sales” approach. (The first summary statements dated in November of
2014 contained a “cost approach” in addition to the “sales comparison” approach. Because the current
summary statement omits the “cost approach” it fails to meet the requirements of the aforementioned
statutes and regulations.

CONCLUSION

FFor the foregoing reasons this resolution of necessity should net be adopted. You should at least
consider the information presented by my clients and make a good faith effort to address their concerns
and then revise your summary statement again so as to comply with the applicable statutes and
guidelines. The failure to do so may result in the Court dismissing, or conditionally dismissing a
subsequent condemnation action based upon the proposed resolution of necessity, and result in an
award of “litigation expenses™ (i.e., attorney fees, expert fees, and costs) to my clients.

Finally, I would urge you to look at Sale No. C-01 in your own latest Summary Statement (it is an
8/6/2015 sale of the commercial building of 2,550 square feet (the subject property’s ground floor is
2,509 square feet), on a lot that is 19,094 square feet (the subject property’s lot is 12,894 square feet),
and ask yourself if that is not the most comparable improved sale, That property sold for $561,000.
Based upon the indicated price per square foot of improvement ($220.00/s.f) the subject property’s



OWNERS’ OBJECTION TO RESOLUTION OF NECESSITY p. 4
City Council Meeting of 12/15/2015 (Agenda ltem 6)

11* Street at MacArthur Drive Intersection Improvement Praject
Site Address: 516 East 11" Street, Tracy, CA 95376 (APN: 235-190-11)

indicated market value is $551,980. Then look at the appraisal prepared for my clients, which is also
attached. It’s conclusion of value is $552,000.

Because of the City’s flawed analysis in its appraisals to date, and because the foregoing Sale No. C-01
is 50 comparable to the subject property, | sincerely doubt that the City’s current appraiser will be the
valuation witness testifying for the City at the trial of the condemnation action. I expect that the City
will instead find yet another appraiser who will come in with an even lower value than its current
appraiser in hopes that the jury will “split the difference” between the valuation testimony of my
clients’ appraiser and the City’s ultimate appraiser. Such conduct would, in my view, clearly violate
the purposes of these statutes and regulations, but I expect it nonetheless.

In hopes that you consider this objection and the attachments and do the reasonable thing, my clients
and I remain,

Very truly yours,
= f}r, %'{ fff{f‘ ; -
f‘é‘mf Juatil iégﬂvfw

Robert Mehlhaff
Attorney for Albert and Robert Bogetti, owners



Law Offices Of

Rabert Mehlhaff ROBERT MEHLHAFF Telephone: (209) 835-3232
4600 S, Tracy Blvd., Ste. 114 Facsimile: (209) 835-7251
PO Box 1129

Tracy, CA 95378-1128

September 17, 2014

City Manager
City of Tracy
333 Civic Center Piaza
Tracy, CA 95376
re: City of Tracy - 11" Street at MacArthur Drive Intersection Improvement Project
Site Address: 516 East 11% Street, Tracy, CA 95376
APN: 235-190-11

Dear Mr. Brown,

I represent Albert and Robert Bogetti, the owners of the above-referenced parcel. This letter is
written in reply to the letter from Maria A. Hurtado, Interim City Manager, addressed to my
clients and dated August 29, 2014 (hereafter “the City’s letter™).

My clients are prepared, as always, to meet and discuss with representatives of the City of Tracy
the acquisition of their property. However, the “offer” contained in the City’s letter is
unacceptable,

As the “Appraisal Summary Statement and Summary of the Basis for Just Compensation”
enclosed with the City’s letter (hereafter “Summary Statement™) indicates, “fair market value” as
defined in Code of Civil Procedure § 1263.320, “. . . is the highest price on the date of valuation
that would be agreed to by a seller . . . and a buyer . . . .” [bold italics added] It is plainly evident
that this definition was not applied to value the proposed “taking.”

The highest price paid by a knowledgeable buyer to a knowledgeable seller is reflected in the
sale on 7/24/2012 from the Fisher family to Tracy East Limited Partnership, of the property
located at 208 F.11™ Street (closer to the subject than any of the purported “comparable sales™ in
the Summary Statement), San Joaquin County APN 235-175-01, containing 22,800 s.f, at a
price of $1,055,000.00, a “unit value” of $46.27 per square foot.

At $46.27 the “fair market value™ of the subject property is $612,615.00. My clients are willing
to sell the entire property to the City for that price.

If that price is agreeable to the City, the “hazardous waste” clause contained in the proposed
“property purchase agreement” will have to be deleted. My clients certainly did not contaminate
the property during their ownership of it. They are aware, however, that prior to the City’s repair
or reconstruction (about 5 or 6 years ago) of the storm drainage collector line in MacArthur
Drive adjacent fo the property, that line leaked and was the apparent cause of seepage of storm
water into the basement area of the subject property. Any contamination that may be found to



Ci{v Manager September 17, 2014 Page 2 0f 2

exist would likely be the result of the leaking storm water collector line, which is properly the
City’s responsibility, not my clients’.

1f the City persists in offering less than the “highest” price as required by C.C.P. § 1263.320,
then my clieats intend to obtain an independent appraisal and seek reimbursement for the cost of
that appraisal up to $5,000 under C.C.P. § 1263.025(a) as the Summary Statement suggests at
para. 6 onp. 1 of 2. In order to do so, however, my clients will need from the City a “statement
that the public entity may take the property by eminent domain” (see: C.C.P. 1263.025(b)(3)).

have looked through the City’s letter and its enclosures, including the Summary Statement, and
the statement that the City “may take the property by eminent domain® is nowhere to be found.
Since the City has not yet filed an eminent domain action or filed a “resolution of necessity,” the
other two ways to establish “threat of eminent domain™ (see: C.C.P. § 1263.025(b)(1) & (2)),
which is a requisite to reimbursement of the $5,000 under C.C.P. § 1263.025(a), we request that
you provide the necessary statement so that we may proceed to obtain that independent appraisal.

Parenthetically, the county assessor’s records indicate the size of the subject parcel is 13,240 s.f,,
not 12,841 s.f,, as indicated in the Summary Statement. And, there were no “legal descriptions”
attached to the deed, the temporary construction easement, or the public utility easement. We
will need specific descriptions of these areas to provide to our independent appraiser in order to
obtain the necessary appraisal, so please provide the specific deseriptions (including the basis
upon which the City asserts that the total area is less than 13,240 square feet) to this office at
your earliest convenience.

Should the City or its agents wish to discuss this matter is face-to-face meetings, my clients and I
will be happy to attend. Just call and we will set up a mutually convenient time and place.

Sincerely yours,
*err/“,x{j{,(,ubltkd.(( /‘

Robert Mehlhaff -
Aftomney for Albert Bogetti and Robert Bogetts

cc. Joe Magdaleno (AR/WS)



Law Offices Of

Robert Mehlhaff ROBERT MEHLHAFF Telephone: (209) 835-3232
4600 S. Tracy Bivd., Ste. 114 Facsimile: (209) 8357251
PO Box 1128

Tracy, CA 85378-1128

April 27, 2015

Kuldeep Sharma

City Engineer

City of Tracy

333 Civic Center Plaza
Tracy, CA 95376

re: City of Tracy — 11" Steet at MacArthur Drive Intersection Improvement Project
Site Address: 516 East 11" Street, Tracy CA 95376
APN: 235-190-11

Dear Mr. Sharma,

It was, as always, a pleasure to meet with you and your staff to discuss the City of Tracy’s
proposed acquisition of my clients’ property (referenced above) for the project (also referenced
above).

As promised, 1 submit the following comments in response to the City’s last offer to purchase.
Piease consider this letter and its contents as an “offer of compromise” under California
Evidence Code sections 1152 and 1154, which precludes its admissibility in any later eminent
domain proceedings.

Please refer to the City’s “Appraisal Summary Statement And Summary Of The Basis For Just
Compensation (Pursuant to Government Code Section 7267.2),” which was enclosed with the
City Manager’s letter dated November 4, 2014, a copy of which is attached (as Ex. A), hereafter
simply called “the Summary Statement.”

1) The Area Of The Entire Subject Parcel Needs Correction

The Summary Statement on its first page states that the area of my clients’ property is, “0.29
acres, or 12,841 square feet (sf)” (underlined emphasis added).

~ Attached hereto (as Ex. B) is the legal description which was attached to both the proposed
contract and the proposed deed enclosed with the City Manager’s letter of 11/4/2015. The grant
deed to the City of Tracy (recorded as Instrument No. 90022825 on 3/8/1990) that is referred to
in the “exception” in that legal description is also attached (as Ex. C). The plat attached (as
Ex. D) plots the bearings from the City’s legal description and excludes the area described in the
“exception” (shown as the hatched area), and results in a total area of 12,894.14 sf for the subject

property,
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I cannot explain how the area of the corner acquired by the City in 1990 was calculated to be
85.8 sf as stated in that deed (Ex. ). It clearly is only 85.2 sf as shown on Ex. D.

Incidentally, in the Summary Statement at p. 5 in the table entitled “Sales Data Summary,” the
correct area, rounded to the nearest square foot — 12,894, is set forth on the line labeled
“Subject,” so somebody eventually got it right.

The total area of the subject property should be changed throughout the appraisal and the
Summary Statement (for example, the wrong area of 12,841 is used in the cost approach — para.
2 at p. 2 of the Summary Statement).

2) The Sales Approach In The Summary Statement Fails To Apply Its Own Reasoning

The Summary Statement indicates that the City’s appraiser used floor area ratio (FAR) and
parking space ratio as the basis for comparison of the subject property to the comparable sales
(see “Sales Data Summary” on p. 5 of the Summary Statement). ' At p. 4 the Summary
Statement says:

“A limited number of recent comparable sales were discovered in the subject's market
area, so the search was expanded to include competing markets in other parts of San
Joaquin County, in addition to Stanislaus County. Emphasis was placed on properties
with a low floor area ration [sic.] and improved with a retail building of similar vintage to
the subject's built-out for a single user. Those found to be most comparable are displayed
on the summary table below.” [underlined emphasis added]

A review of the sales listed in the table at p. 5 entitled “Sales Data Summary” discloses that the
most comparable sale is C-04, which has an FAR of 0.17 (the closest the subject property at
0.19) and a parking ratio of 7.27 (again the closest to the subject property at 9.96) of all the
comparable sales shown in that table,

This comparison should result in the use of a comparable “price per square foot” of improvement
(psf) that is close to that of C-04 comparable — i.e., $213.64/psf. Instead, the appraiser
inexplicably chose $125.00/psf of building area (see para. 1 on p. 2 of the Summary Statement).

Had the City’s appraiser chosen the most comparable sale as disclosed by his own analysis, the
resulting indicated value based on the 1¥ floor improvements would have been: $213.64/pst =
2,509 sf (improved 1% floor of the subject property) = $536,022.76.

Y *In the sales comparisan approach, an opinion of market value is developed by comparing properties similar to
the subject property . ... A major premise of the sales comparisen approach is that an opinion of the market value
of a property can be supported by studying the market's reaction to comparable and competitive properties.”
{“The Sales Comparison Approach”, at p. 297, The Appraisal of Real Estate (13" Ed.}, The Appraisal Institute {2008).
“Land-to-building ratios and overall site configuration are usually quite important to a site’s appeal and ability to
support specific uses. The space allotted for parking influences a site’s vaiue for business and commercial use, so
the parking space-to-building ratio in a commerclal and industrial property must be analyzed.” [Id., “Land and Site
Analysis,” at p. 221] “Like units must be compared, so each sale price should be stated in terms of appropriate
units of comparison, . . . Appraisers use units of comparison to facilitate comparison of the subject and comparahle
properties. The sales should be analyzed to determine which unit of comparison has the closest correlation with
the comparable sales.” [/d. “The Sales Comparison Approach,” at p. 305]
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3) There Is No Basis For The Appraiser’s Conclusion That The 1,320 sf Unfinished
Basement In The Subject Property Contributes No Value

The City’s appraiser attributed no value to the unfinished basement area (see para. 1 on p.2 2of
the Summary Statement). But basement space need not be “finished” to provide “utility” ? to a
retail owner or tenant. The unfinished basement in the subject property has in fact been used for
storage in the past, which has “utility” to all commercial retail establishments. -

If the basement area is added, the size of the improvement on the subject property increases to
3,820 sf, which would increase the FAR to about 0.29, and place the subject between
comparables C-03 and C-04 on the Sales Data Summary table on p. 5 of the Summary Statement.
We believe that the parking space to building ratio of the subject would stiil be higher than the
ratios for comparable C-03 and perhaps higher than comparable C-04, so the indicated price
should be higher than comparable C-03 and still approach that of C-04. If a “psf’ midway
between these two comparables is used, i.e., ($213.64 + $91.91 + 2 =) $152.78/psf (which is near
comparable C-01 on that table), then the indicated value for the subject property would be:
$152.78/psf = 3,829 sf = $584,994.62,

We have not analyzed the “cost approach” because City’s own Summary Statement considers the
sales comparison approach as the appropriate approach and, as the Summary Statement states,
“The cost approach conclusion is less reliable, due to the age of the subject improvements and
the subjectivity in estimating depreciation” [Summary Statement at p. 4], with which we agree.

4) The City’s Appraiser Completely Ignored The Most Comparable Sale

On July 24, 2012, the Fishers sold APN 235-175-01 (now a part of 235-175-17) located at 208 E.
11" Street (about 3 blocks west of the subject and also a corner lot — 11" Street and North F
Street) to Tracy East LP for the price of $1,055,000.00. That lot contained 22,800 sf. The price
paid was therefore $46.27 per square foot of lot area. (Parenthetically the traffic counts on the
two streets fronting the subject property are higher than the traffic counts on both of the streets
- bounding the Fisher sale, which should make the subject property more desirable and thus more
valuable to a commercial developer.)

The auto parts building on the Fisher comparable sale did nof contribute any value because it was
demolished almost immediately following the sale, and it cost the developer additional sums to
demolish the building.

The effect of this circumstance on the analysis of this comparable sale is discussed in
“Comparative Analysis,” at pp. 331-332, in The AQQI&IS&] of Real Estate (13" Ed), The
Appraisal Institute (2008) as follows:

“A knowledgeable buyer considers expenditures that will have to be made upon purchase
of a property because these costs affect the price the buyer agrees to pay. Such
expenditures include

®

e Cost to demolish and remove any portion of the improvements

* “pll properties must have utility to tenants, owner-investors, or owner-occupants.” [“The Nature of Value”, at p.
25, The Appraisal of Rea! Estate {13 Ed.), The Appraisal Institute (2008)]
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* Environmental remediation costs
e | {Id atp.331]

“In sales comparison analysis, costs incurred by the new owners of comparable properties
are reflected as positive adjustments to the sales price of those properties.” [/d. at p. 332
(italics added)]

The following example is then given:

“For example, a buyer bought a property that included a 6.75-acre site improved with a
122,000-sq.~ft. industrial building with many environmental problems, The buyer told
the appraiser the cost of removing the environmental problems was $750,000. The sale
price of the property was only $225,000. The appraiser is considering using this as a
comparable land sale, but the buyer actually has $975,000 ($750,000 + $225,000)
invested in the property, not just the $225,000 sale price. In the sequence of adjustments,
an adjustment for expenditures made immediately after purchase is shown above the
market conditions line, which means the market conditions adjustment would be made on
the $975,000 price, not the $225,000 price.” [/d. at p. 332]

We do not have the buyer’s actual demolition costs of the Fisher auto parts store. Attached (as
Ex. E) is the “median” demolition cost from the BuildingJournal.com demolition cost calculator
for a 10,000 sf building (the old auto parts store on the Fisher property) in the Sacramento area
($13,617.43). Attached (as Ex. F) is the median demolition cost from the same journal for the
Oakland area ($14,494.74).

Using the Sacramento area indicated demolition cost, $13,617.43, and adding that to the
purchase price paid by Tracy East LP (the buyer) — as in the example from The Appraisal of Real
Estate above — results in a “comparable sales price” “as vacant” for the Fisher sale, as follows:

$1,055,000 + $13,617.43 = $1,068,617.43 + 22,800 sf (lot size of comparable lot) = $46.87 per
square foot “as vacant.”

Applying that same “as vacant” unit value to the subject lot (and real estate values have generally
increased since the time of the Tisher sale so the market history would suggest even a higher
price per square foot) produces an indicated value as follows: 12,894 sf x $46.87/sf =
$604,341.78 — or in round figures, $604,300.

CONCLUSIONS

Thus, we believe that the City’s own market data, when properly interpreted, results in values
ranging between $536,000 and $585,000. And, we believe the best comparable sale is the Fisher
sale based on an *as vacant” approach to the highest and best use of the subject property which
would indicate a value of $604,304.

As I stated in my initial letter to the City Manager dated 9/17/2014, responding to the City’s
initial offer to purchase my clients’ property, “fair market value” as defined in Code of Civil
Procedure § 1263.320, “. . . is the highest price on the date of valuation that would be agreed to
by aseller. .. andabuyer....” [bold italics added] My clients continue to believe that the last
offer made by the City falls short of that definition of “fair market value.”
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My clients understand, however, that if an agreement cannot be reached, and eminent domain
proceedings are commenced by the City, a significant portion of that “fair market value” will be
spent on their attorney’s fees.

As an offer of compromise, my clients will accept payment of $560,000.00 for the City’s
acquisition of their property, with the City paying all expenses related to recordation of the deed
and cancellation of taxes. In addition, as I indicated in my prior letter of 9/17/2014, the
“hazardous waste” clause contained in the proposed “property purchase agreement” will have to
be deleted. And, finally, my clients have paid $5,000 to their appraiser (who has not yet
produced an appraisal of the property), and that sum must be reimbursed to them under Code of
Civil Procedure § 1263.025(a).

Please advise at your earliest convenience if this proposal of settlement is acceptable to the City.

Sincerely yours,

7’%&(‘ jiaﬁc[{i\ﬁ(i’ a
Robert Mehlhaff !

ce. clients



CITY OF TRACY
APPRAISAL SUMMARY STATEMENT AND

SUMMARY OF THE BASIS FOR JUST COMPENSATION

{Pursuant to Government Code Section 7267.2)

APN: 235-190-11

BASIC PROPERTY DATA

OWNER:

PROJECT:

PROPERTY ADDRESS:

DATE PROPERTY ACQUIRED BY OWNER:

ZONING:
GENERAL PLAN DESIGNATION:
PRESENT USE:

HIGHEST AND BEST USE®:

As  Vacant:
As Improved:

TOTAL PROPERTY AREA:

PRINCIPAL IMPROVEMENTS:

PROPERTY RIGHTS PROPOSED TO BE ACQUIRED:

DATE OF THIS VALUATION:

Robert and Albert Bogetti

11" Stregt at MacArhur Drive Intersecton
Improvement Project

516 East 11" Street, Tracy, CA
More than five years ago
GHC-General Highway Commercial
Commercial

Thrift shop

Develop the site with a retail use
Continue interim use of the existing

improvement
_unti redeve!opment of the site becomes
feasible

0.29 acres, or 12,_84’2 square feet {(sf)

2,509 square foot one-story masonry building
and unfinished storage basement measuring
1,320 square feet

Fee Simple Entérest of Entire Praperty

May 25, 2014

BASIS OF VALUATION

The just compensation being offered by the City of Tracy (City) is-not less than the City approved appraisal of
the fair market value of the property. The fair market value of the property proposed for acquisition is based on
a fair market value appraisal prepared according to accepted appraisal procedures. Where appropriate, sales
of comparable properties and income data are utilized. Principal transactions of comparable properties, where
evaluaied, are included herein (Page 5). The appraiser has given full and careful consideration to the highest
and best use for development of the property and to all features inherent in the property, including, but not
limited to, zoning, development potential and the income the property is capable of producing.

California Code of Civil Procedure Section 1263.320 dafines fair rnarket value as follows:

a.) The fair market value of the property taken is the highest price on the daté of valuation that
would be agreed to by a seller, being willing to sell but under no particular or urgent
necessity for so doing, nor obliged to sell, and a buyer, being ready, willing and able to buy
but under no particular necessity for so doing, each dealing with the other with full
knowledge of all the uses and purposes for whnch the property is reasonably adaptable and

available,

Fage fof ¥

Ex. A



CITY OF TRACY S

APPRAISAL SUMMARY STATEMENT AND APN: 235-180-11
SUMMARY OF THE BASIS FOR JUST COMPENSATION

(Pursuant to Government Code Section 7267.2)

b} The fair market value of property taken for which there is no re!évant, comparable market is
its value on the date of valuation as determined by any method of valuation that is just and
equitable.

INGLUDING THE FOLLOWING IMPROVEMENTS:

A. Fee Simple Land and inclided Improvements: $__310.000.00

B. Improvements Pertaining to the Realty@: 3 N/A
C. Permanent Easement: % N/A
D. Temporary Construction Easement: B N/A
$_310.000.00
: : {Sum of items A — D)
Severance Damages @: 3 N/A
Severance damages do not apply. This is a proposed full acquisition.
Benefits@: $ N/A
JUST COMPENSATION FOR ACQUISITION: $ _310.000.00

Recongiliation

CONSTRUCTION CONTRACT WORK (No cost to owner)

MNone -

THE FOLLOWING APPRAISAL APPROACHES WERE CONSIDERED IN DERIVING THE VALUE OF THE
ENTIRE PROPERTY.

1. The Sales Comparison Approach is based on the consideration of comparable land and improved sales.

Indicated value of the larger parce! by Sales Comparison Approach  $ _314.000.00
2,509 &7 (tolal rentable area) x §125/4isF = $313,625 {rounded} -

(See Page 5 for principa!l transactions)

2. The Cost Approach is based in part on a replacement cost new of improvements less depreciation. Cost
information was obtained from cost service publications and/or knowledgeable vendors.

Total Replacement Cost New (building) $_435.358.00

Value of Improvemenis in Place . $_58.934.00
Depreciation from all causes (building & site improvernenis) ${ 402.489.00 )
Land (estimated by Sales Comparison) $ __212.000.00

12,841/5F x $16.50/psf = $211,877
(See Page 5 for principal transactioris)
Indicated Value of the larger parcel by Cost Approach $ _305.000.00
. . ‘ - " {rounded)
3. The Income Approach is based on an analysis of income and expenses to the property.

Indicated value of the larger parcel by Income Approach ' 3 _N/A

Fage 20f 7 Ex. A



CITY OF TRACY )

APPRAISAL SUMMARY STATEMENT AND APN: 235-180-11
SUMMARY OF THE BASIS FOR JUST COMPENSATION

(Pursuant to Government Code Section 7267.2)

SUMMARY OF THE BASIS FORJUST COMPENSATION
Narrative summary of the valuation proceds supporting comnensatmn

The purpose of the proposed project is to improve traffic safety and relieve traffic congestion at the intersection
of Eleventh Street and MacArthur Drive. Eleventh Street will be widened to accommodate twoe right hand turn
pockets and a left hand turn lane. Traffic signals will be relocated. Curb, gutter and sidewalk will be
reconfigured or added.

The property is located on the southwest corner of the three-way intersection of Eleventh Street and MacArthur
Drive in the City of Tracy. The property address is 516 East Eleventh Street. Eleventh Street is a major east-
west commercial corridor that bisects the city and was the principal highway prior to the construction of 1-205,
which opened in 1970. MacArthur Drive is a major north-south arterial that defines the eastern boundary of the
downtown area near the subject. 1-205 is the closest freeway fo the subject located about 1.5 miles to the
north, which connects to |-5 about 4 miles {o the east. The property is near the edge of town and land uses
change quickly to agricultural traveling east on Eleventh Street from the property.

The total square footage of the property provided by the City Is 12,841. The property is mostly rectangular in
shape. ltis flat, level, and at street grade. Curb cuts on Eleventh Street and MacArthur Drive give access to
the property, in addition to the rear alley. Curb, gutter and sidewalk are improved along both street fronfages.
Local utility companies supply electricity, gas, and telephone to the larger parcel and the municipality supplies
water and sewer services.

The property is impmved with a one-story building of masonry construction and partial unfinished basement.
The building is in average condition, but has had minimal updating. The ground floor Is 2,508 square feet,
based on the Appraiser's measurements. The basement measures 1,320 (24’ x 55') square feet. The exterior
walls of the building are mostly exposed redbrick, except for one wall which is finished with stucco that has
been painted. The main entrance to the building is located on the side facing East Eleventh Street. A 14 foot
square metal overhang extends off the corner of the building, an improvement that remains from its prior use
as a restaurant.

The property is paved with asphalt or concrete. The asphalt paving has been recently sealed and striped for
25 parking spaces. There is no fandscaping. There is an enclosed area off the back of the building secured
with chain link fencing that has privacy slats.

The zoning- category for the subject is GHC — General Highway Commercial. According to the municipal
zoning code, “The GHG zoning district is to provide areas for commercial activities which are automobile-
oriented or for those uses which seek independent locations outside shopping centers or other business -
clusters.

The subject zoning permits a wide variety of commercial uses. Multi-family tses may be permitted with the
issuance of a conditional use permit. The property consists of a 12,841 square foat lot, and physically the size
would be the most limiting factor in the development of the site. The subject has a corner location and fronts
on a major commercial thoroughfare (Eleventh Sireet). Of the uses permitied under the subject zoning, the
location of the site is more conducive for retait use. Vacancy levels for retail in the subject market appear to
have stabilized and market participants report that the supply of retail space is starting to tighten, which opens
opportunities for new construction. The most recent fand comparables used were purchased for immediate
Page 3of 7 Ex. A



CITY OF TRACY ‘

APPRAISAL SUMMARY STATEMENT AND APN: 235-190-11
SUMMARY OF THE BASIS FOR JUST COMPENSATION

(Pursuant to Government Code Section 7267.2)

development with a retall use. Based on this market data, retail development appears to be financially
feasible. it has therefore been concluded that the highest and best use (as if vacant) is to develop the larger
parcel with a retall use. The concluded highest and best use of the subject (as .improved) is for Interim
continued use of the existing improvements until redevelopment of the site becomes feasible.

in the sales comparison approach, the Appraiser examined data that was discovered by talking to brokers,
agents, property owners, and market participants from within the subject market; reviewing RealQuest.com,
CoStar.com, and Loopnet.com databases for recent sales; searching Loopnet.com and broker data bases for
current listings, inspecting the subject environs; and searching for properties that compete with the subject with
improvements ranging in size from 50% to 200% of the size of the subject's improvements and that sold within
the last several years. ‘A limited number of recent comparable sales were distovered in the subject's market
area, so the search was expanded to include competing markets in other paris. of San Joaquin County, in
addition to Stanislaus County. Emphasis was placed on properties with a low floor area ration and improved
with a retail building of similar vintage to the subject’s built-out for a single user. Those found to be most
comparable are displayed on the summary table below.

The Cost Approach to value utilizes the estimated replacement cost of the improvements, less accrued
depreciation from all causes, plus the estimated indirect costs such as interest, financing carrying costs and
entrepreneurial incentive. The estimated land value is then added to the estimated value of the improvements
to determine the value of the property being appraised.

The first step of the cost approach is to establish land value for the subject property. This is accomplished
through the sales comparison approach. The subject’s highest and best use is for retail development.

A search was conducted for the sale of vacant commercial lots, and sites not being utilized to their highest and
best use with a proposa! to tear down the improvements, throughout San Joaguin County. The properties
considered most comparable are summarized in the table below.

The sales comparison approach was given the most weight due to the quality and quantity of the data found in
the market. The cost approach conclusion is less reliable, due to the age of the subject improvements and the
subjectivity in estimating depreciation. However, the cost approach lends support to the sales comparison
approach. The income approach was not applied, due to a lack of market data. In conclusion, the estimated
market value of the subject property after reconciling the twa approaches to value is $310,000.00.

Pagedof 7 ) Ex. A



CITY OF TRACY

APPRAISAL SUMMARY STATEMENT AND

SUMMARY OF THE BASIS FOR JUST COMPENSATION
(Pursuant to Governrnent Code Section 7267.2)

APN: 235-190-11

Land Sales Data Summary

CcL-M 17565 West 11th Street 9/6/2013 1.32 GHC 51,034,500
Tracy, CA 87,520 Commercial $17.98
232-170-27

CL-0z 3837 Tracy Boulevard 212013 0.786 HS $450,000
Travy, CA 33168 Commercial $13.57
212-170-50

CL-03 1450 West Eleventh Street 2/24/2013 0.50 GHC %250,000
Tracy, CA 21,917 Commaercial Sit.4d1
234-050-03, -04

CL-04 West Eleventh Stree! 41312012 0.91 GHGC 712,764
Tracy, CA 39,613 Commergial $17.98
232-170-20 {porticn)

CL-05. 187 East Eleventh Strest 37812011 0.26 CBD $165,000
Tracy, CA 11,283 Powntown $14.62
233-366-17

Subject 516 East Eleventh Strest DOV= 0.30 GHC
Tracy, CA 512512014 12,804 Commerclal
235-190-11

Sales Data Summary

Addrz N 13! C 2l en 55t

c-01 1018 N. Central Avenue 5/8/2014 1,682 2,100 075 CBO 5245,000
Tracy Pre-1050s G.00 Downtown 5154.87
235-055-18

o2 311-313 Dak Birest 32412014 2,700 3.500° 077 LT $275,000
Brentwood 1940 .00 DEP. Downiown Core 5101.85
013-091.006.2

<03 322.326 W. Lodi Avenus 1412612013 3,264 8,583 034 MUC $300.060
Lodi 1870 397 Mixed Use Cemlgor 397,91
045-020-06

ca4 620 E, Yosemite Avenua TI2EIZ03 1,100 . 651D 0.47 il $235,000
Manteca Sea Namasiiwe 7.87 GCommersial Mixed Use §213.64
221-110.03.

C-05 204 Syhan Aweniue 612172013 2128 3,915 0,54 R 160,000
Modesto a2 1,88 Caommerclal 27518
013-005-002 '

Subject 516 E. Eiewenth Streel DOV= 2,508 12,894 018 . GHC
Tracy, CA 512512014 Pre-1950s 596 Commercial
235.186-11

FPage 5of 7
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CITY OF TRACY

APPRAISAL SUMMARY STATEMENT AND APN: 235-180-11
SUMMARY OF THE BASIS FOR JUST COMPENSATION ’

(Pursuant to Government Code Seclion 7267.2)
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CITY OF TRACY

APPRAISAL SUMMARY STATEMENT AND. APN: 235-180-11
SUMMARY OF THE BASIS FOR JUST COMPENSATION

(Pursuant to Government Code Section 7267.2)

DEFINITIONS*

@ Highest and Best Use Analysis
Highest and best use is defined as the reasonably probable use of land which is legally
permissible, physically possible, and financially feasible that results in the highest value.
Highest and best use analysis is used in the appraisal process to identify comparable properties
and, where applicable, to determine whether the existing improvements should be retained,
renovated, or demolished.

@ Improvements Pertaining to the Realty (if any)
Machinery, Fixtures and Equipment identified here were separately valued as improvements
pertaining to the realty. Prior to escrow close, owner and lessee must agree (and confirm in
writing) as to ownership of said improvements pertaining to the realty.

@ S8everance Damages (Applies to Proposed Partial Acquisitions)
The appraisal also determines whether or not the City's proposed acquisition results in
damages to the remaining property. The basis for this determination is whether or not the value
of the remainder is diminished by reason of the anticipated acquisition of the property Interest
being acquired and the construction of the improvement in the manner proposed. (Cost to
Cure) Severance Damages may be mitigated or entirely eliminated by estimating the cost to
cure the damages.

@ Benefits (Applies to Proposed Partial Acquisitions)
Benefit to the remainder is the benefit, if any, caused by the construction and use of the project
for which the property is acquired in the manner proposed.

*

These definitions are geperal and provided to assist in the discussion related fo the proposed acquisition. They are
not intended to be legal definitions. .

An owner-occupant of a residential property containing four (4) units or less has a right to review the appraisal
on which the written offer to purchase is based.

Appraisal Summary and Offer of Just Compensation
Authorized and Approved for Presentation:

CiTY OF TRACY

By: k%%\/\

Title: City Manaqer

Date: ”)lO“u

t *

7
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EXHIBIT A

The land referred to is situatad in the County of San Joaquln, City of Tracy, State of Callfornia,
and is described as follaws:

A tract of l2nd situated in the Northeast Quanrter of Sectlon 28, Township 2 South, Range 5.
East, Mount Diabla Base and Meridlan, and more particutarly described as follows:

Beginning at the interseciion of the South line of the State Highway known: as Eleventh Straet
with the West lire of the Carbona Road, sald intersection baing 30 feet South of tha North line
of said Section 28, and 30 feet West of the East line of said Saction 28; thence Novth 89 '
degrees 49° West along the Sauth line of said Eleventh Street, 81.14 feat; thence South ©
degreas 11" West 169.08 feet; thencé North 76 degrees 55 East 83,86 feet ko the West fine of
sald Carbona Road, thence due North along the West line of said Carbona Road, 148.84 feet fo
the point of beglnning.

EXCEPTING THEREFROM any portion lying within the property as conveyed to the City QFTI’BCY
in Grant Deed recorded March 8, 1990 Recorder’s Serfal No 90022825, Official Recards,

APN No, 235-150-11

Ex. B
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RODERT BOGRTTI

hereby granilst 10 CITY OF TRACY. a municipal corporation
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Ex. D



Demolition Cost Calculator | Demolition Estimates | Demolition services Page 1 of 2

"Online construction demolition estimating. Quickly estimate the

r WP cost of residential and commercial demolition projects in over
\|/BuildingJournaleom 25 ofresident

Home | Residential | Commerciat | Contact Us

[ Type of Building | Retail Store
. Project Location | Califorria-Sacramenta v
Independent Estimator Type of Work Dematition [v]
(3 astraestimating.com LE.'.JSt index - B . Med;an -
Use one of our plumbing estimators to avoid SguareFeet L
Iosing as many bids Subtoial 11,739,168
Overhead 10.00% 1,173.92
ST S ’ ' o Profit 5.00% 586.95
Free Electrical Estimator - Bonding L oo o T3
- e e - Total Budget 13,617.43
. 5 Per Square Foot 1.36
BP- Construction & Maint. - a
' ' . ' * - Estimate Project

Handyman Work -

M By using this calculator you agree to our terms and conditions

L | || search |

Understanding The Demolition Process

If you have a building that needs to be demolished that is a very big project. There could be several different reasons why you may need to demolish a
building. The most common and impertant one is that you have an old building that is a safety hazard. Of course demolishing & building is not always a
real safe thing to do either, Another reason far demolishing a building Is that you might be developing some land to put a new structure on it.

Whatever your reasons may be, if you have a building that needs to be torn down the best thing to do Is to hire a demolition expert who has
experience in assessing the situation and who will know what to do.

Probably the most comman way of going about demolishing a building is doing it manually, Workers use saws, hammers, and pry bars for pulling
things apart. The materials and debris are then placed into large dumpsters ta be carried off the site. This is the type of demolition you normally see on
remodeling and home improvement jobs,

There Is also mechanical demolition which involves using machinery to fear the structure down, The debris is then put into either dump trucks or large
dumpsters to be hauled off site, Ex. D

http://buildingjournal.com/commercial-construction-estimating-demolition. html 04/24/15
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If the demolition praject is a really big one such as an industrial or business building, large machinery such as wrecking balls or 2 crane might be
needed. This fype of machinery is needed for demolishing large buildings that can't be torn apart by hand,

Another good reason for bringing in professionals for a demolition job is liability and insurance factors. If you decide to hire an odd job or handy man to
do your demolition work they could end up getting injured or someone else could get injured or there could be some property damage. You could be
held rasponsible if your handy man was not properly insured. If you hire a professional company with the proper liability insurance, they will be the
ones responsible for any potential injuries or damages that occur while on the job.

Demalition experts are also more likely to recognize any types of hazardous materials that they encounter while on the job. Asbestos is a type of
material which may cause cancer, particufarly if the particles are inhaled. It is very important if there is asbestos present that it be properly identified as

well as contained as soon as possible,

Demolition specialists also have the equipment that is needed to da the job. If you were to try to do the job yourself, you would need to rent expensive
equipment. Using the proper equipment also helps o ensure that the job is done safely.

As you can see there are several advantages to hiring a demolition company to da your demolition wark for you. It's & good idea to have a contractor
visit your site and discuss with you what wili be required in terms of the demolition process. This wil help you determine what your plan of action

should be.

Ex.D

http://buildingjournal.com/commercial-construction-estimating-demolition.html 04/24/15



Demolition Cost Calculator | Demolition Estimates | Demolition services Page 1 of 2

"Online construction demolition estimating. Quickly estimate the

r ST cost of residential and commercial demolition projects in over

Heme | Residentlal | Commercizal | Contact Us

. i Type of Building | Retail Store vl
Independ ent Estimator - Project Location | Catifornia-Oakland M|
S . . e e L . Type of Work Demctition RV
Costindex Median —  [¥]
Free Electrical Estimator SquareFeet
. Subtotal 12,485.47
© hardhatis.com/ Overhead 10.00% 1,243.55
Software Free 30 Day Trial Act Now. Electrical Profit 500% 624.77
Estimating Software Bonding 1.00% 124,85
o o | - tow Budeat T YT
. . Per Square Foot 1.45
BP- Construction & Maint.  ~ A
S o B o Estimate Project
Handyman Work -
By using this calculator you agree to our terms and conditions
[ “ Search i

Understanding The Demolition Process

If you have a building that needs o be demclished that is a very big project. There could be several different reasons why you may need to demolish a
building. The most commeon and important one is that you have an ald building that is a safety hazard, Of course demolishing a building is not always a
real safe thing to do either. Another reason for demolishing a building is that you might be developing some land to put a new structure on it.

Whalsver your reasons may be, if you have a building that needs to be torn down the best thing to do is to hire a demaolition expert who has
expsrience in assessing the situation and who will know what fo do.

Probably the most common way of gaing about demolishing a building is doing it manually. Workers use saws, hammers, and pry bars for pulling
things apart. The materials and debris are then placed into large dumpsters to be carried off the site. This is the type of demalition you normally see on
remodeling and home improvement jobs.

There is also mechanical demolition which involves using machinery to fear the structure down. The debris is then put inta either dump trucks or large
dumpsters to be hauled off site. Ex. E

http://buildingjournal.com/commercial-construction-estimating-demolition.hitml] 04/24/15
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If the demolition project is a really big one such as an industrial or business building, Jarge machinery such as wrecking balls or a crane might be
needed. This lype of machinery is needed for demolishing large buildings that can't be torn apart by hand.

Anather geod reason for bringing in professionals for a demolition job is liability and insurance factors. if you decide to hire an odd job or handy man to
do your demolition work they could end up getting injured or sumeone else could get injured or there could be seme property damage. You could be
held responsible if your handy man was not properly insured. If you hire 2 professional company with the propar liability insurance, they will be the
ones responsible for any potential injuries or damages that accur while an the job.

Demolition experts are alsa mare likely to recognize any lypes of hazardous materials that they encounter while on the job. Asbestos is a type of
materisl which may cause cancer, particularly if the particles are inhaled. It is very important if there is asbestos present that it be proparly identified as

well as contained as soon as passible.

Demolition specialists also have the equipment that is needed to do the job. If you ware to try to do the job yourself, you would need to rent expensive
equipment. Using the proper equipment alse helps to ensure that the job is done safely.

As you can see there are several advaniages 1o hiring a demolition company to do your demolition work for you. It's a good idea to have a contracior
visit your site and discuss with you what will ba required in ferms of the demolition process. This will heip you determine what your plan of action

should be.

Ex. F

hitp://buildingjournal.com/commercial-construction-estimating-demolition.html 04/24/15



Law Offices Of

Robert Mehlhaff ROBERT MEHLHAFF Telephone; (209) 835-3232
4800 5. Tracy Blvd,, Ste. 114 Facsimile: (209) 835-7251
PO Box 1129

Tracy, CA 95378-1129

November 18, 2015

City Council

City of Tracy

333 Civic Center Plaza
Tracy, CA 95376

re: City of Tracy — 11" Street at MacArthur Drive Intersection Improvement Project
Site Address: 516 East 11" Street, Tracy, CA 95376 (APN: 235-190-11)

Ladies and Gentlemen,

Trepresent Albert and Robert Bogetti, the owners of the above-referenced parcel. 1am writing in response
to the letter dated November 4, 2015 from the City Manager, enclosing updated “summary statements”
related to the appraisal and acquisition of the above-referenced property.

Pursuant to 25 California Code of Regulations § 6182(i)(1) and 49 Code of Federal Regulations §24.102(H)
my clients present the following material which they believe to be relevant to the question of value, and
suggest modification in the proposed terms and conditions of the purchase:

1) The Area Of The Subject Parcel Still Needs Correction:

The current Summary Statement on its first page states that the area of my clients’ property is 12,841 square
feet.

Attached hereto (as Ex. B) is the legal description which is attached to both the proposed contract and the
proposed deed prepared by the City. The grant deed to the City of Tracy (recorded as Instrument No.
90022825 on 3/8/1990) that is referred 1o in the “exception” in that legal description is also attached (as
Ex. C). The plat attached (as Ex. D) plots the bearings from the City’s legal description and excludes the
area described in the “exception” (shown as the hatched area), and results in a total area of 12,804,145 1.
for the subject property.

I called this to the City Engineer’s attention in my letter of April 27, 2015, 43 square feet of land at “as
vacant land values” of about $47.00 per square foot results in a difference of about $2,000.00. This is not
an insignificant difference. If the City will not correct the area taken, please advise of the facts upon which
it bases its conclusion that a lesser area is encompassed by the description in the deed.

2) Based Upon The City’s Most Recent Appraisal Summary, It Appears That The City Is
Deliberately Omitting Comparable Data And Relevant Analysis In An Apparent Effort To
Justify A Value Which Is Less Than “Fair Market Value:

a.  The Omission Of The “As If Vacant” Approach In Determining The “Highest And Best
Use”

The City’s previous appraisal summary statement dated 11/10/14, at pp. 3 — 4, concluded the “highest and
best use” of the subject property was development “as if vacant” to a retail use,
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After my clients responded by pointing out that the best “as if vacant” comparable sale was the sale by the
Fishers to Tracy East LP of the property located about 2 blocks west of the subject property at F and 11%
Streets, a corner location like the subject property, which had a lower traffic count than the subject property
(higher traffic counts being more desirable to commercial tenants and owners), for $46.87 per square foot
of land including demolition costs (i.e., an indicated value for the subject property of about $604,300.00
“as if vacant”), the City’s current appraisal summary entively omitted retail development “as if vacant”
Srom the discussion of the “highest and best use.” This, despite the fact that the current appraisal
sumimary, like its predecessor a year ago, concluded that “market participants report that the supply of retail
space has tightened which opens opportunities for new construction” and “considering all the market data,
retail development is financially feasible.”

“Highest and best use” is defined in the CALTRANS Right of Way Manual as follows: “The property will
be appraised at its highest and best use, considering its legal and economic utility and desirability. Highest
and best use is considered to be the reasonably probable and legal use of vacant land or an improved
property, which is physically possible, appropriately supported, financially feasible, and results in the
highest value.” [see CALTRANS Right of Way Manual, § 7.04.01.00 (bold italics added here)]

The City’s own appraisal summary (see: current summary at p. 5) contains essentially the same definition,
.e. “... the reasonably probable use of land which is legally permissible, physically possible, and financially
feasible that results in the highest value.” [bold italics added]

The Uniform Appraisal Standards for Federal Land Acquisitions [UASFLA) addresses “highest as best
use” as follows:

“The appraiser’s determination of highest and best use is one of the most important elements of the
entire appraisal process. Therefore, the appraiser must apply his or her skill with great care and
clearly justify the highest and best use conclusion in the appraisal report.

The highest and best use of the land, as if vacant, is first estimated. If the land is improved, the
highest and best use of the property, as improved, is then estimated. In some cases, the highest and
best use of property cannot be reliably estimated without extensive marketability and/or feasibility
studies, which in complex cases may call for the assistance of special consultants, Before it can be
concluded that any use for the property is its highest and best use, that use must be physically
possible, legally permissible, financially feasible, and must result in the highest value. Each of
these four criteria must be addressed in the appraisal report.”

[UASFLA, p. 17, bold italics and underlined emphasis added]

Here, the “as if vacant” approach, based on the most comparable (i.e., the Fisher to Tracy East LP) sale,
results in the highest value, and is by definition the “highest and best use.”

Please provide the factual data analyzed and the reasoning employed by your appraiser which led him to
conclude that an “as if vacant” approach to “highest and best use” is no longer necessary.

Parenthetically, a tot does not need to be an acre in size and have a drive through to be feasibly developed
for retail “food” and “fast food” uses. For small lot commercial “food” or “fast food” developments, see:
Domino’s Pizza, SW corner, 11" St. & Tracy Blvd., 10,134 square foot lot (no drive thru); former KFC
(now Five Star Burger), 400 W 11" St., 18,800 square foot (with drive thru); La Villa Mexican Restaurant,
57 E. 11" St., 8,930 square foot (no drive thru); Tace Bell, 2320 N. Tracy Blvd., 16,600 square foot lot
(with drive thru); Foster’s Freeze, 28 E. Grant Line Rd., 17,968 square foot lot (no drive thru); Bonfaire
Market and gasoline service station, 15 E. Grant Line Road, 13,800 square foot lot (drive through gasoline
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pump bay); Bottom’s Up Espresso (long term lease), NW corner Grant Line Rd & Joe Pombo Plkwy.,
+14,500 square foot leasehold (with drive thru).

Finally, ptease note that the discussion in the current appraisal summary of the 2-acre parcel East of the
subject property, for which a proposed 7-Eleven was suggested and which fell through, is not a discussion
about comparable “as if vacant” sales data. I call your attention to Sec. A-15 of the UASFLA, at p. 19:

“The appraiser shall estimate the value of the land for its highest and best use, as if vacant and
available for such use. In doing so, the appraiser’s opinion of value shall be supported by confirmed
sales of comparable or nearly comparable lands having like optimum uses. Differences shall be
weighed and explained to show how they indicate the value of the land being appraised. Items of
comparison shall include property rights conveyed, financing terms, conditions of sale, market
conditions, location, and physical characteristics, The appraiser shall provide adequate information
concerning each comparable sale used and the comparative analysis to enable the reader of the
report to follow the appraiser’s logic.” [bold italics added]

b. The Apparently Contrived Use Of Floor Area Ratios From Other Communitics.

The City used “floor area ratio” (FAR) as a basis for comparison in its previous appraisal summary of
11/10/14 purportedly because:

“A limited number of recent comparable sales were discovered in the subject's market area, so the
search was expanded to include competing markets in other parts of San Joaquin County, in
addition to Stanislaus County. Emphasis was placed on properties with a low flogr area ration [sic.]

and improved with a retail building of similar vintage to the subject's built-out for a single user.”
{underlined emphasis added]

My clients pointed out that sale No. C-04 in Manteca had an FAR of 0.17, and was the most comparable
sale based on that method of comparison. The other FARs were 0.34, 0.54, 0.75 and 0.77, when the
subject’s FAR was 0.19. Using the “unit value” of $213.64 per square foot of improvement for previous
sale No. C-04, and applying it to the subject property, indicated a value of the subject (based on the first
floor footage of 2,509 s.f. alone) of $536,000.00. .

The City’s current appraisal summary (at p. 4) once again relies on the “floor area ratio” as a basis for
comparison;

“A limited number of recent comparable sales were discovered in Tracy, so the search was
expanded to include competing markets in other parts of San Joaquin County. Emphasis was placed
on properijes with a low FAR and improved with a retai] building of similar vintage to the subject’s
and built-out for a single user.”

But, the most comparable sale in the City’s previous summary (No. C-04 in the 11/10/14 summary), located
in Manteca and having and FAR of 0.17, with its comparable value of $213.64 per square foot of
improvement, is now excluded. Instead, a different sale in Manteca (also numbered C-04 in the current
summary dated 11/4/15) which has an FAR of (.92 (i.e., a commercial building occupying almost all of a
small lot with no on-site parking) was chosen. There is no explanation of why the previous Manteca sale
is no longer applicable, or why a sale with no parking is now considered more “comparable” than the
previous sale which had parking, or why a high FAR (0.92 for the Manteca comparable) is considered
comparable to the subject’s low FAR (0.19). Frankly, it appears that the current Manteca sale (No. C-04
in the 11/4/15 summary) was chosen for no reason other than its low value per square foot of improvement.
This appears to be the motivating factor behind the City’s choice of the Lodi sale (No. C-05) as well. While
the latter sale has an appropriate FAR (0.20), it is not “built-out for a single user” as the narrative of the
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current appraisal summary proclaims. And, the only imaginable reason for going to a city some 40 miles
away was to pick a sale with low value per square foot of improvement.

The following table compares the “property tax revenues” for the cities of Lodi, Manteca and Tracy for the
fiscal years 2012/13, 2013/14 and 2014/15. You will note what is obvious, and what any appraiser with
any integrity will surely admit, that the property values (as reflected in the property tax revenues) are much
higher in Tracy than in those other two cities, and the trend since 2012 (the time of the Fisher to Tracy East
LP sale) has been upward, suggesting an upward adjustment in “as if vacant” value would now be
appropriate:

City Year  Property Tax Revenues (5} Area(Ac) UnitValue ($/Ac) % Gain
Lodi 2012/13 7,861,085 8710.4 902
2013/14 7,854,487 8710.4 813 1.2%
2014/15 8,254,830 8710.4 948 3.8%
Manteca  2012/13 8,901,066 11347.2 784
2013/14 10,694,783 11347.2 943 20.2%
2014/15 11,051,871 11347.2 974 3.3%
Tracy 2012/13 41,393,131 14080 2,940
2013/14 44,261,779 14080 3,144 6.9%
2014/15 48,712,980 14080 3,460 10.1%

Notes:  Property Tax Revenues Taken From Final City Budgets at end of year
Area taken from 2010 Census Data (Sq. Miles converted to Acres)

Using the most comparable FAR for the sales in Tracy, 0.13 in the City’s summary statement (Sale No.
C-01 in the statement dated 11/4/15), the value per square foot of improvement ($220.00/s.£)) indicates a
value for the subject property of $552,000.00.

Your staff, and perhaps you, will recognize the latter value as the “fair market value® of the taking “as
improved” and reported by the appraiser hired by my clients for which the City has provide partial
reimbursement under C.C.P. § 1263.025(a).

CONCLUSION

The foregoing discussion does not address af of the deficiencies in the City’s appraisal or violations of
acquisition policies required by the state and federal statutes and regulations identified above. My clients
will address the other deficiencies at the appropriate time and in the appropriate forum,

While none of the foregoing will be admissible at trial in a condemnation action to determine the value of
the property taken, whether the City has complied with the acquisition policies contained in the federal and
state statutes and regulations cited herein is relevant to three issues:

1) The Right To Take

“No public entity may proceed with any phase of a project or any other activity which will result in the
acquisition of real property until it determines that with respect to such acquisition and to the greatest extent
practicable, [{] (1) Adequate provisions have been made to be guided by the provisions of Article 6 of the
Guidelines ...” [25 CCR § 6010(b)]
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“A public entity may exercise the power of eminent domain onfy if it has adopted a resolution of necessity
that meets the requirements of Article 2 (commencing with Section 1245.210) of Chapter 4. [CCP §
1240.040; CCP § 1245.220: Gov. Code § 7267.2(a)] Section 1245.230 (in Article 2) provides in pertinent
part: “. .. the resolution of necessity shall contain . .. (c) A declaration that the governing body of the
public entity has found and determined . . .: (4) That .. . the offer required by Section 7267.2 of the
Government Code has been made to the owner or owners of record . . . .” [CCP § 1245.230]

“A person having an interest in the property described in a resolution of necessity adopted by the governing
body of the public entity pursuant to this article may obtain judicial review of the validity of the resolution”
either before or after commencement of the eminent domain proceeding. [CCP § 1245.255(a)]

“A resolution of necessity does not have the effect prescribed in Section 1245.250 [conclusive presumption
as to the elements stated in CCP 1240.030 (public interest and necessity require project; planning of project
is compatible with public good; and property is required for project)] to the extent that its adoption or
contents were influenced or affected by gross abuse of discretion by the governing body.” [CCP §
1245.255(b) (bold italics added)]

“A gross abuse of discretion occurs where the public agency acts arbitrarily or capriciously, renders
Sfindings that are lacking in evidentiary support, or fuils to follow the required procedures and give the
required notices before condemning the property.” [City of Stockton v. Marina Towers LLC (2009) 171
Cal.App.4th 93, 115 (bold italics added)] Failure to comply with Gov. Code § 7267.2 is a basis for dismissal
of the action [City of San Jose v. Great Oaks Water Co. (1987) 192 Cal.App.3d 1003, 1013]

The effect of such failure is either complete dismissal of the condemnation action [CCP § 1260.120(c)(1)],
in which case “litigation expenses” (attorneys fees, expert fees and costs) must be awarded the
defendant/landowners [CCP § 1268.610(a)], or conditional dismissal [CCP § 1260.120(c)(2)], in which
case the court may award litigation expenses in whole or in part. [CCP § 1260.120(c}(2)]

2} The Possible Award Of “Litigation Expenses” For Failure to Follow Gov. Code § 7267.2

After the trial of the condemnation action, the defendant/landowners may seek “litigation expenses” even
if the action was not dismissed or conditionally dismissed. The pertinent language of the statute states, “In
determining the amount of litigation expenses allowed under this section the court shall consider the offer
required to be made by the plaintiff pursuant to Section 7267.2 of the Government Code . . . [CCP §
1250.410(c); bold italics added]

3} The Possible Effect on Federal Funding,
42 United States Code § 4655 provides in pertinent part:

“(a) Notwithstanding any other law, the head of a Federal agency shall not approve any program
or project or any grant to, or contract or agreement with, an acquiring agency under which Federal
financial assistance will be available to pay all or part of the cost of any program or project which
will result in the acquisition of real property on and after January 2, 1971, unless he receives
satisfactory assurances from such acquiring agency that—

(1) in acquiring real property it will be guided, to the greatest extent practicable under State law,
by the land acquisition policies in section 4651 of this title and the provisions of section 4652 of
this title, and . . .”

These acquisition policies are largely identical to those contained in Gov. Code §§ 7260 — 7277 (which
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includes Gov. Code § 7267.2). Compare the language of 25 CCR § 6010(b) to the foregoing requirement
of federal law.

As my clients have repeatedly asserted, the offer made by the City fails to meet the requirements of Gov.
Code § 7267.2 and fails to offer the “fair market value” which by definition is “the highest price on the date
of valuation that would be agreed to by a seller ... and a buyer ...” {CCP § 1263.320]. Based upon the

foregoing, my clients again propose that the “fair market value” is $552,000.

My clients hope that you will “carefully consider the owner's presentation™ [25 Cal. Code of Regulations
6182(1)(1); 49 CFR 24.102(f)], and look forward to your response.

Sincerely yours,

Robert Mehlhaff

cc. clients



EXHIBIT A

The land referred to ] sltuated in the County of San Joaquin, City of Tracy, Stete of California,
and is described as foliows:

A tract of fand situated Tn the Northeasf: Quarter of Sertion 28, Township 2 South, Renge 5
East, Mount Diablo Base and Meridian, and more particutarly described as rnllc:ws

Beginning at the intersection of the South line of the State Highway knowr: as Eleventh Street
with the West line of the Carbona Road, sald intersection belng 30 feet South of the North lina
of said Section 28, and 30 feet West of the Eastling of szid Section 28; thence North 89
degrees 49’ West aiong the South iine of said Eleventh Streat, 81.14 feat; thence South 0
degress 11" West 169.08 feet; thence North 76 degrees 55' East 83,86 fest to the West fine of
said Carbana Road, thence due North along the West line of said Carbana Road, 149.84 feet tn
the point of beglnning.

EXCEPTING THEREFROM any portion iying within the property as conveyed to the Gty of Tracy
in Grant Deed recorded March B, 1990 Recorder's Sena] No 80022825, Qfficial Recurds

APN No, 235-150-11

-Ex. B
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GRANT DEED ﬁﬁCUMEmARYmNi%mL@

For & valuable cansideration. receipt of whith is hereby ceknowledged,

RGBERT BOGRTTY

hereby granils} to CITY OF TRACY. a municipal corporation
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S0°110"W 169.08 ft.

N 89°49'0"W 81.14 ft.
61.14 ft.

85.20 s.f .

12,979.34
- 85.20

12,894.14 s f.

120.84 ft
N 0°00'00" W 149.84 ft.
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QUARTAROLI & ASSOCIATES

LAND SURVEYING = LAND PLANNING

December 1i4, 2015 Job No. 2015-264

Mehthaff & Mehlhaff
4600 South Tracy Boulevard, Ste. 114
Tracy, CA 95377

Atten.: Robert Mehlhaff

Re: 516 East 11" Swrest, Tracy
APN 235-190-11

Dear Mr. Mehihaff,

The subject properiy is owned by Robert Bogetti and Albert Bogetti as evidence
by Grant Deed recorded as Instrument No. 89005071, San Joaquin County
Records.

A 20-joot fillet was granted to the City of Tracy as described in Grani Desd
recorded as Instrument No. 80022825, San Joaguin Counily Records.

The Begetti Parcel contained a calculated gross area of 12,979.34 s £ before the
fillet was granted to the City of Tracy. The fillet area contains a calculated area of
85.20 s.f. Therefore, the net Bogetii area equals 12,894.14 s .

Sincerely,

Il T e Al

f4ichel L. Quariaroli
Licensad Land Surveyor No. 4450

© Quarteroli & Associutes, Ine. 2015 All richis reserved

310 Sun West Plzce Suite A « Manteca, California » 95337 « 209/239.4908 « Fax 200/239-6235



RESTRICTED APPRAISAL REPORT
TFULL FEE TAKING
516 B, 11T STREET
TRACY, CA

AS OF JULY 30, 2015
AGIFILE NO.: 15-01-006

PREPARED FOR

ROBERT MEHLHAFF, ESQ.

PREPARED BY

AGI VALUATIONS

AGI VALUATIONS
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‘August 7, 2015

Robert & Albert Bogetti

c/o Robert Mehlhaff, Esg.

Law Offices of Robert Mehlhaff
4600 S. Tracy Blvd., Suite 114
P.O. Box 1129

Tracy, CA 95378-1129

Re:  City of Tracy vs. Bogetti
516 E. 11" Street, Tracy, CA
Full Fee Taking
AGI File No.: 15-01-006

Gentlemen,

In accordance with your request, we have conducted the required investigation, gathered the
necessary data, and made certain analyses that have enabled us to form a restricted use opinion of
the fair market value of the above-captioned property, which is subject to a full fee eminent domain
taking by the City of Tracy.

This appraisal report is prepared in compliance with the Uniform Standards of Professional
Appraisal Practice adopted by the Appraisal Standards Board of the Appraisal Foundation. Itis in a
resiricted appraisal format for eminent domain purposes in accordance with USPAP Standard 2-
2(b), Evidence Code 816 of the State of California and the California Civil Code of Procedures,
CCP-1263.32. Please refer to the work file for supporting data and analysis.

The value stated herein is based on our understanding of the site deseriptions as represented to us by
the client and/or ihe client's representatives and professional consultants as well as other available
sources. Please read the report and inform the appraiser of any errors or omissions you are aware of
prior to utilizing it.

Based on an inspection of the property and the investigation and analyses undertaken, we have
formed the opinion, subject to the assumptions and limiting conditions set forth in this report that as
of July 30, 2015, the date of value of this report, the subject real property and had the following fair
market value:

FIVE HUNDRED FIFTY TWO THOUSAND DOLLARS
($552,000)

Offices in Northern & Southern California
Corporate Office ¢ 75 Magnolia Avenue ¢ Petaluma, CA 84952
Tel: 415-945-1650 ¢ Fax: 707-772-5165
e-mail: agi@arthurgimmy,com



The restricted appraisal report that follows sets forth the identification of the property, property
rights appraised, assumptions and limiting conditions, a brief description of the subject property
and comparable data.

Respectfully submitted,
AGI VALUATIONS
Arthur E, Gimmy, MAI

President
State Certificate No, AG00%703

AGI VALUATIONS




RESTRICTED APPRAISAL

Client/Intended User

The client, Robert Mehlhaff, represents the property owners, Robert & Albert Bogettl in a full
fee taking by the City of Tracy.

Intended Use and Users

The analysis of just compensation is for eminent domain proceedings, The users are the client
. and legal counsel.

Identification of the Real Estate

The subject property is located at 516 E. 11™ Street within the incorporated area of the City of

Tracy, San Joaquin County, California. The property is further identified as San Joaquin County
Assessor Parcel Number 235-190-11. The site totals 12,894 square feet, and is improved with a
2,509 square foot commercial one-story masonry building and an unfinished storage basement of
approximately 1,320 square feet. Zoning is GHC-General Highway Commercial, The full fee
take comprises the entire parcel.

Highest and Best Use

The highest and best use of the subject property is continued use as a commercial retail site.

Real Property Interest Valued

Fee Simple is defined by the Appraisal Institute as absolute ownership unencumbered by any
other interest or estate subject only to the limitations of eminent domain, escheat, police power,
and taxation.

Purpose of the Assignmenf

To develop an opinion of fair market value in a condemnation context.

Effective date of Value Opinion

July 30, 2015

Date of Report

The date of the report is the date of the letter of transmittal.

AGI VALUATIONS




Definition of Fair Market Value

California Code of Civil Procedure, Section 1263.320(a) states, "The fair market value of the
property taken is the highest price on the date of valuation that would be agreed 1o by a seller,
being willing to sell but under no particular or urgent necessity for so doing, nor obliged to sell,
and a buyer, being ready, willing, and able to buy but under no particular necessity for so doing,
cach dealing with the other with full knowledge of all the uses and purposes for which the
property is reasonably adaptable and available.”

Extraordinary Assumptions
An extraordinary assumption is defined by the Appraisal Institute as:

“An agsumption, directly related to a specific assignment, which, if found to be false, could alter
the appraiser’s opinions or conclusions. Extraordinary assumptions presume as fact otherwise
uncertain information about physical, legal or economic characteristics of the subject property;
or about conditions external to the property such as market conditions or trends; or about the
integrity of data used in an analysis, An extraordinary assumption may be used in an assignment
only if:

» Ttisrequired to properly develop credible opinions and conclusions ;

* The appraiser has a reasonable basis for the extraordinary assumption;

» Use of the extraordinary assumption results in a credible analysis; and

» The appraiser complies with the disclosure requirements set forth in
USPAP for extraordinary assumptions.”

This analysis does not include any extraordinary assumptions.
Hypothetical Conditions
A hypothetical condition is defined by the Appraisal Institute as:

“That which is contrary to what exists but is supposed for the purpose of analysis. Hypothetical
conditions assume conditions contrary to known facts about physical, legal, or economic
characteristics of the subject property; or about conditions external io the property, such as
market conditions or trends; or about the integrity of data used in an analysis. A hypothetical
condition may be used in an assignment only if:

e Use of the hypothetical condition is clearly required for legal
purposes, for purposes of reasonable analysis, or for purposes of
comparison;

 Use of the hypothetical condition results in a credible analysis; and

» The appraiser complies with the disclosure requirements set forth in
USPAP for hypothetical conditions.”

This report does not include any hypothetical conditions.

AGI VALUATIONS




Report Option

This report is a restricted use appraisal in accordance with Standards Rule 2-2(b) of the Uniform
Standards of Professional Appraisal Practice. As such, it presents no discussions of the data,
reasoning and analyses that were used in the appraisal process to develop the appraiser’s opinion
of value. Supporting documentation concerning the data, reasoning and analyses is retained the
appraiser’s file.

Scope of Work

In preparing this appraisal, we did the following:

Inspected the subject property

Gathered information on the subject neighborhood and market conditions

Analyzed the zoning and general plan designations of the subject property as well as
relevant planning documents and considered their implications on the highest and best
use

Estimated the depreciated replacement cost of the improvements

Researched numerous fransactions of properties for use as comparison in the sales
comparison analysis both of land and land with retail improvements.

Analyzed the market data and applied the sales comparison approach

Concluded to an overall value opinion

Reported our conclusions in a restricted format suitable for litigation

Exposure time of six months

Opinion of Value

Total just compensation calculates to $552,000.

AGI VALUATIONS



CERTIFICATION

I certify that, to the best of my knowledge and belief,

1.

10.

11.

The statements of fact contained in this appraisal report, upon which the analysis,
opinions, and conclusions expressed herein are based, are true and correct.

The reported analysis, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and is my personal, unbiased professional
analysis, opinions, and conclusion.

I have no present or prospective interest in the property that is the subject of this
report, and I have no personal interest or bias with respect to the parties involved. I
have not previously appraised this property and have not worked for the owners.

My compensation is not contingent upon the reporting of a predetermined value or
direction in value that favors the cause of the client, the amount of the value estimate,
the attainment of a stipulated result, or the occurrence of a subseguent event.
Furthermore, the appraisal assignment was not based on a requested minimum

-valuation, a specific valuation, or the approval of a loan.

I certify that, to my best knowledge and belief, the reported analyses, opinions and
conclusions were developed, and this report has been prepared, in conformity with the
requirements of the Code of Professional Ethics and the Standards of Professional
Appraisal Practice of the Appraisal Institute.

A personal inspection of the property that is the subject of this report was made by
Arthur E. Gimmy, MAL

No one provided significant professional assistance to the person signing this report.
The report and analysis, opinions, and conclusions were developed and this report has
been prepared, in conformity with the requirements of the Code of Professional Ethics

and the Standards of Professional Appraisal Practice of the Appraisal Institute,

The use of this report is subject to the requirements of the Appraisal Institute relating

- to review by its duly authorized representatives.

As of the date of this report, Arthur E. Gimmy, MAIJ has completed the requirements
of the continuing education program of the Appraisal Institute.

I have the knowledge and experience to complete this appraisal assipnment and have
previously appraised this properly type. I have met the competency provision
contained in USPAP. Please see Appraiser's Qualifications included in the Addenda
to this report for additional information about work and educational experience,

AGI VALUATIONS



AGI VALUATIONS

Appraisal Prepared and Reviewed by:

Artiuf E. Gimmy, MAI
President ‘
Certified General Appraiser No. AG009703

AGI VALUATIONS



STATEMENT OF VALUATION DATA OF ARTHUR E, GIMMY, MAI

I, Arthur E. Gimmy, MAL am an appraiser and President of AGI Valuations with offices at 75
Magnolia Ave, Petaluma, CA, 94952, telephone (415) 945-1650.

1.

10.

1L

12,

' have appraised the fee simple interest in the property located at 516 East 119 Street, Tracy,
San Joaquin County, California. The subject parcel totals 12,894 square feet and is
improved with a 2,509 square foot commercial one-story masonry building and
unfinished storage basement of approximately 1,320 square feet. The property is further
identified as San Joaquin County Assessor Parcel Number 235-190-11.

The taking comprises APN 235-190-11 in its entirety. This analysis does not include any
permanent or temporary easement takings,

Total just compensation calculates to $552,000.

This appraisal is of the real property and does not take into consideration personal property or
goodwill.

The date of value is July 30, 2015.

The highest and best use of the subject property is continued use as a commercial retail
property,

* The zoning designation of the subject property is GHC — General Highv;/ay Commercial.

A change in zoning is not needed to achieve the highest and best use,

I have used the sales comparison approach to reach the above value conclusion.
The attached list of comparable transactions supports my opinion.
The above opinion is based entirely on my own work, experience, and consideration.

The value conclusions, as well as the most pertinent market data and analysis are included in
this appraisal report, More detailed subject property data, market data and the results of
associated analysis are retained in the appraiser’s files. A complete and proper understanding
of this restricted appraisal report would require the additional data and information that is
retained in the appraiser’s work file,

I have read the foregoing Statement of Valuation Data and it fairly and correctly states my opinion
and knowledge as to matters stated.

Ll un Mxﬁﬁ/ﬂw/

Arthur E, Gimmy,
State Certification No. AG009703
Dated: Awugust 7, 2015

AGI VALUATIONS
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Parcel Size {completely paved;
Retail Bullding {513 P16)
Total paved area {S66 P2}

Unfinished Basement {513 P30)

Steel Frame Cancpy; 14’ x 34' {513 PAD)

B ft. chain link fence with
privacy slats & gate

Fence perimeter {less 10 ft. gate}
Privacy Slats

Gate

25 Parking Spaces

9 with concrete bumpers (3 ft. x 9}
Regular lined spaces

Handicap lined space
Handicap sign

186

LirlearFt:

55
65

27

‘Numberof

24
1
1

COST APPROACH*

Cost Per S.F.
or Linear Foot
or Number
578.82 Average Class C Retall Bldg,
52,82 2* asphalt
$32.10 Retall Basement - Storage
$38.00 Average Steel Frame
$18.50 2" Mash, #7 wire, 6 ft. high
55,62 privacy slats 6 ft. high
$660.00 10 ft, wide gate 6 ft. high
3 foot wide parking bumpers precast concrete
SB.50 cost per linear
$12.20 parking lot striping per car
520.75 handicap striping per stall
5100.00 painted on ground surface

Tatal
Times current cost multiplier 1.01
Times [ocal cost multiplier (San Joaguin/Stockton) 1,23

Adjusted Total for improvements {rounded)
Depreciation estimated at 50%
Ad)usted Total of Improvements Less Depreclation

Land Value {12,894 sf x $32/sfjrounded
Value of Subject by Cost Appreach

* Source of replacemnt cast and depreciation data Is Marshall Valuation Service

Calculated
Costs

$197,759.38
$29,285.70
542,372,00

57,448.00

$1,017.50
5625,30
$660.00

£229.50

5292.80
520.75

5100.00

$278,811
5282,609
$347,609

5347,600

-5173,800

5173,800

5412,600

5586,400
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