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Davis’ available land supply is greatly influenced by the criteria used for
including sites in the inventory. Due to this study’s focus on land suitable for
knowledge-based business growth, two of the more important variables, site size
and site quality, are disaggregated for Office/Flex & Industrial sites to provide
greater insight into Davis’ available land supply. Other commercial sites, due to
their nearly universal small size (<3.5 acres), are presented in aggregate. Table
15 illustrates Davis’ land supply by site size category.

Table 15: Vacant Commercial Land

Development Potential
(square feet) Employees
Total net
acres @ .26 @ .35
Remaining Office/Flex | # of (where @ .26 @ .35 F.A.R (333 | F.A.R (333
& Industrial Sites sites | applicable) F.A.R F.A.R sf/lempl.) sf/lempl.)

# of Small Sites 17 29.7 336,710 453,264 1,011 1,361
# of Medium Sites 9 62.7 709,549 955,162 2,131 2,868
# of Large Sites 2 44.1 504,378 566,125 1,515 1,700
# of Very Large Sites 1 66.0 747,490 1,006,236 2,245 3,022
Total Office/Flex &

Industrial 29 202.4 2,298,127 2,980,786 6,901 8,951
Other Commercial

Sites 15 25.5 313,185 401,865 940 1,207
Total Inventory 44 227.9 2,611,312 3,382,651 7,841 10,158

A total of 44 vacant sites (227.9 acres) within the Davis city boundary are
suitable for business growth. Twenty-nine of these are suitable for Office/Flex &
Industrial development. However, 17 of the 29 Office/Flex & Industrial sites are
less than four acres, leaving 12 vacant sites for medium or larger users (>135
employees). Davis has one very large site (Con Agra, 66 net acres) suitable as a
“dedicated business park”.

Site quality plays a significant role in the ability for the available land supply to
facilitate future business growth. High quality sites are necessary for business
attraction purposes and to competitively position Davis against neighboring and
regional communities. Table 16 illustrates the extent to which site quality affects
land availability. This table ranks the sites according to criteria associated with
most desirable sites (e.g. size, configuration, proximity to freeway, etc.). Class A
sites are the most desirable with Class D sites presenting size, configuration
and/or location limitations®. Of the 44 vacant sites available, less than half (16
sites) are ranked as Class A or Class B sites (note: two “Business Park
Opportunity Sites” -PG & E and Department of Forestry Site- are not included in
this inventory).

% Refer to Chapter 6 of the draft BPLS Technical Report for more detail.
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Table 16: Vacant Commercial land by Evaluation Class

Development Potential

Class A Sites

(square feet) Employees
Total net
acres @ .26 @ .35
Remaining Office/Flex | # of (where @ .26 @ .35 F.A.R (333 | F.A.R (333
& Industrial Sites sites | applicable F.A.R F.A.R sflempl. sflempl.

Small (<4 acres) 1 1.6 17,894 24,089 54 72
Medium (4.1-15 acres) 5 36.3 411,459 553,887 1,236 1,663
Large (15.1-50 acres) 1 28.3 326,000 326,000 979 979
Very Large (>50 acres) 1 66.0 747,490 1,006,236 2,245 3,022
Class A Total 8 132.2 1,502,843 1,910,212 4,513 5,736
Small 6 10.8 122,430 164,809 368 495
Medium 1 6.7 75,428 101,538 227 305
Large 1 15.8 178,378 240,125 536 721
Very Large 0 0.0 NA NA NA NA
Class B Total 8 33.2 376,236 506,472 1,130 1,521
Small 8 15.3 172,942 232,806 519 699
Medium 3 19.7 222,661 299,736 669 900
Large 0 0.0 NA NA NA NA
Very Large 0 0.0 NA NA NA NA
Class C Total 11 34.9 395,603 532,543 1,188 1,599
ass D Site

Small 2 2.1 23,444 31,559 70 95
Medium 0 0.0 NA NA NA NA
Large 0 0.0 NA NA NA NA
Very Large 0 0.0 NA NA NA NA
Class D Total 2 2.1 23,444 31,559 70 95
Total Office/Flex &

Industrial 29 202.4 2,298,127 2,980,786 6,901 8,951
Other Commercial

Sites 15 25.5 313,185 401,865 940 1,207
Total Inventory 44 227.9 2,611,312 3,382,651 7,841 10,158

Land Adequacy

The employment growth projections showed a distribution of employment

growth across all sectors. However, this distribution does not match the
distribution of Davis’ remaining vacant land supply. For the purposes of
determining total land adequacy, this study assigns total employment growth to
total remaining vacant land irrespective of zoning of remaining vacant land.
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Figure 5 illustrates the extent to which Davis’ land supply can support future
business growth based on the above assumption®”.

Figure 3: Davis Land Supply Adequacy, 2010 — 2035 (All Employment Projections) 38
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Figure 5 suggests Davis’ total vacant land supply is theoretically sufficient

under alternate growth scenarios if the Con Agra property is retained for
business growth purposes. If the Con Agra property is rezoned either entirely or
primarily for other uses, Davis’ ability to accommodate business growth is
significantly compromised. Additionally, if Housing Element Conflict Sites® are
developed for residential uses, land supply is further reduced®. Davis should
carefully balance community priorities and plan for both business growth and
other community needs (e.g. housing). A role of this study is to help identify
tradeoffs resulting from land use decisions in advance rather than when
development applications are in process.
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At .26 FAR development intensity
Goal-Based Economic Development (Alternative Futures #3-A & #3-B) scenarios do not reflect

employment projections but rather represent economic development objectives accompanied
by necessary land needs.

Nonresidential sites considered suitable for residential uses in Housing Element Update
process.

See discussion below.
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Additional Land Supply Factors

Important and often unquantifiable or speculative factors also affect land
supply adequacy. These include but are not limited to total available land, site
quality, site sizes, practical development potential of specific sites due to size
and configuration, demand for business growth, land ownership, available land
marketed for sale, and policy/process factors. Additionally, several external
factors not accountable in a basic demand/supply analysis have potential to
affect the land supply. These also include but are not limited to land supply
factors that can potentially increase the built space and land inventory, potentially
reduce the land inventory, and factors potentially affecting business growth.

Land Supply Factors Potentially Increasing Inventory

Economic Recession and UC Davis Migration of Some Activities to Campus and
the Effect on Vacant Space Equilibrium

Due to the economic recession’s severity and intensity, and duration, vacancy
rates were assessed*’ to analyze whether the Davis office/flex, industrial, retail,
and general commercial space markets were in equilibrium. This term is defined
as the market state at which tenants and landlords have equal negotiating
leverage, generally 10% for office and industrial buildings and 6% - 7% for retail
buildings. In Davis, the combined vacancy rate for all vacant space at
equilibrium should be 8.9%*. This study analyzed current vacancy rates, the
effect of the UC Davis migration of some activities currently occurring in Davis
private leased space, and subsequent excess square footage that must be
reabsorbed by new business growth.

On balance, despite the economic recession and UC Davis’ migration trend
toward campus, the Davis commercial real estate market has performed fairly
well. Table 17 illustrates current Davis vacancy rates across primary building
types.

Table 17: Davis Vacancy Rates®

Building Type Vacancy Rate
Office/Flex 8.6%
Industrial 0%
Retail 5.0%
General Commercial 11.4%
Total 7.6%

Though local vacancy rates have likely increased due to the recession, a
market correction may be bringing the real estate market closer to equilibrium
where lease rates are likely to increase only at the rate of inflation. Additionally, it

*! Loopnet: 2/10/10, Davis Enterprise: 2/10/10, 2/11/10, 2/12/10, 2/14/10, Craigslist: 2/10/10,
2/14/10.

*2 See Chapter 6 of draft BPLS Technical Report for calculations.

3 See Chapter 6 of draft BPLS Technical Report for more detail.
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may suggest that in a healthy economy where vacancy rates may drop below
equilibrium, Davis’ built space is undersupplied. Because the Davis commercial
real estate market exists, on balance, below equilibrium, this study concludes a
built space surplus does not exist.

Status of UC Davis Research Park

UC Davis administration has confirmed the business park south of I-80 is no
longer being pursued due to an absence of private development partners able to
finance and construct the project and necessary infrastructure and access
improvements. Thus, the project is not assumed to have an impact on Davis as a
land supply factor.

Downtown Potential as Future Employment Center

Given downtown’s role as Davis’ commercial and cultural center it is
reasonable to assume additional office and retail development will occur
downtown within the 2010 — 2035 timeframe. In fact, the 2000 General Plan
Environmental Impact Report (EIR) assumed over 480,000 square feet of net
new commercial development downtown, much of which is yet to materialize.
However, because this study focuses on available land supply and given
downtown’s absence of vacant sites and current processes affecting downtown
redevelopment, quantifying downtown’s commercial development capacity is
highly speculative. Therefore, for the purposes of this study, all new commercial
development is assumed to occur on currently vacant land outside downtown.
However, Addendum 2 of the draft BPLS Technical Report explores in more
detail the potential role of downtown as a future employment center. Study
interviews showed that small businesses desired the amenities provided by a
downtown location if suitable lease space was available.

Land Supply Factors Potentially Reducing Inventory

Housing Element Update Potential Conflict Sites

Eight sites totaling 94.3 acres** in the final Housing Element list are zoned for
Office/Flex & Industrial uses. These present potential land availability conflicts for
both types of business growth. If conflict sites are developed for housing, they
are effectively removed from this study’s site inventory for business growth or
business park-type uses and vice versa. Figure 6 identifies these sites.

* Includes Con Agra property
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Figure 4: Housing Element Update Potential Conflict Sites
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Land Supply Factors Potentially Affecting Business Growth

Remaining Available Land for Sale and Land Market Dynamics:

An important component to business growth is not only the vacant land
theoretically available for growth, but also land actively marketed for sale so that
build-to-suit development can quickly materialize when business attraction
prospects approach the City or current property owners. The state of Davis’ land
supply is accurately reflected by the amount of land actively marketed for sale. If
land supply is adequate, sites in a variety of sizes and locations will be available
for purchase or lease. If land is undersupplied, very few opportunities are
available for ownership transfer and/or build-to-suit development to facilitate
business growth. This results in many business prospects approaching owners of
properties not marketed for sale, increasing the property’s perceived value. This
influences the owner to retain the property. Thus, existing property owners to a
certain extent may dictate the rate at which future business growth can occur in
Davis. Table 18 illustrates properties formally on the market in contrast with total
available land.

Table 18: Remaining Available Land Marketed for Purchase®

# of Total Total %
Site Category Sites | Acres | Inventory | Available
Office/Flex & Industrial 4 8.8 202.4 4.3%
Other Commercial Sites
(Retail) 1 2.8 25.5 11.0%
Total 5 11.6 227.9 5.1%

No accepted “equilibrium” standard exists quantifying the amount or
percentage of land that should be actively marketed for sale within a community.
Of Davis’ 44 total vacant commercial sites, five sites totaling 11.6 acres are being
actively marketed for sale. This suggests a very limited market for business
attraction prospects seeking ownership and build-to-suit opportunities. Qualitative
evidence supporting this conclusion is supported by City staff experience and
explored in greater detail in Chapter 4 of the draft Technical Report. The absence
of larger size sites readily available for purchase has limited Davis’ business
attraction success.

Factors Affecting Site Delivery

Davis’ land supply was not evaluated through the lens of potential business
prospects, developers, or end users. Facilitating future business growth,
particularly in knowledge-based industries, requires maintaining a steady supply
of high quality building sites in a variety of sizes and ownership opportunities.
Lack of action to maintain a sufficient space inventory will result in missed
opportunities and loss of businesses, employment growth, and other economic
benefits to other communities. Unquantifiable factors affect Davis’ land supply

*> Loopnet: 2/25/10.
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today with the consensus of business community opinion from key informants
revealing a significant contrast between the available land supply and land
deliverable for business growth. That is, a deficiency of suitable sites for sale to
develop exists now.

Future business growth will depend on the ability to develop existing vacant
land. While most existing available sites included in this study are compatible
with their assumed uses, not all sites are developable with a smooth regulatory
process. This issue particularly applies to larger sites requiring an environmental
impact report (EIR); conditional use permits; opportunity sites requiring general
plan amendments/rezones; and lastly, external sites for annexation, if the City
chooses to pursue that route.

A streamlined, predictable development application process was voiced as
the single most important action the city could take to facilitate business growth.
Historically, Davis has relied upon Planned Development zoning to tailor specific
uses to their respective parcel(s). Entitlements processes requiring General Plan
amendments, rezoning, or conditional use permits are often lengthy and
unpredictable for developers whose projects facilitate business growth. A
corollary to drawbacks associated with Planned Development zoning is the
absence of a standard Business Park or Office zone. Standardized business park
zoning ensures process predictability and reduces project completion time.
These two issues complement ESG Study conclusions regarding the Con Agra
property that entitlements with highly restrictive, discretionary, and unclear
regulatory controls will limit capture/absorption of business park market
opportunities and will negatively impact business growth. This applies universally
to the Davis market.

POTENTIAL IMPACTS OF FUTURE BUSINESS GROWTH

Future business growth may raise questions regarding infrastructure capacity,
community impacts, and demand for residential growth. This study analyzed
these subjects at a cursory level and has drawn preliminary conclusions, relying
upon conclusions drawn from the 2000 General Plan Update and macro-level
analysis conducted by the Public Works Department as primary information
sources.

First, the 2000 General Plan assumed buildout of all commercially zoned
parcels by 2010. Some of that commercial growth did not occur, which
represents the remaining vacant land supply presented in this study. The City
has evaluated the water supply, wastewater treatment system, and circulation
impacts and concludes the existing infrastructure has the capacity to
accommodate the range of business growth projections presented in this study®.

*® See Addendum 1 of the draft BPLS Technical Report for more detail.
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Second, potential exists for future business growth to be accompanied by
demand for additional housing. This study analyzed the range of business growth
projections and quantified potential housing demand resulting in a demand for
between approximately 2,257 — and 4,956 housing units, depending on
employment growth scenario assumed*’. Davis’ one percent residential growth
guideline permits approximately 300 units per year resulting in approximately
7,500 units over the 2010 — 2035 timeframe, if constructed. While this study does
not resolve whether additional housing should be accommodated, future
business growth could theoretically be accommodated within the context of
existing residential growth policies.

CONCLUSIONS AND FRAMEWORK FOR BUSINESS PARK, OFFICE, AND
INDUSTRIAL LAND DECISION MAKING

The current economic recession is a challenging environment in which to
discuss business growth. Businesses are struggling, unemployment rates are at
record highs, and economic recovery seems distant for many businesses and the
community as well. However, economic recovery will occur and Davis can
capitalize on competitive strengths, changing the trajectory of the local economy
particularly in industries widely recognized as driving the future economy. Davis’
advantages relative to neighboring communities can be leveraged to strengthen
its competitive position, particularly in high-paying knowledge-based industries
that neighboring and regional communities highly prize, such as biotechnology
and clean technology. Supporting this objective, this study focused on primary
topics related to assuring business opportunity for a 25-year timeframe. In
summary, key emphasis points include:

e Current economic development policies support business growth,
particularly knowledge-based industry

e Economic value of business growth, with an emphasis on knowledge-
based industry

e The nature of Davis economy from both current and historical
perspectives

e Davis business community perception of the local business climate,
prospects for future growth, and necessary conditions to facilitate it

e Employment growth projections

e Economic Impact analysis of two alternative futures as well as a
hypothetical 100 acre (66 net acres) business park.

e Davis existing land supply and the extent to which it can accommodate
future business growth

e Implementation strategy to facilitate Alternative Future #1, #2, or #3

" Ibid.
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The study’s purpose evolved from considering the tradeoffs of a specific land
use decision regarding the Con Agra property to one focusing on priorities for
Davis’ economic future. The BPLS project has evolved over time from a focus on
historical land absorption and tradeoffs surrounding a specific land use decision
for the Con Agra property analysis to a more thorough analysis of the economic
value, conditions necessary to facilitate, business growth projections, and land
supply. Thus, this study emphasizes Davis’ economic future as much as it does
land use and supply. With the BPLS set in this context, the following five
conclusions can be drawn:

1. Davis economic development policies support knowledge-based business
growth

Knowledge-based business provides substantial economic value
Davis is poised for additional growth in knowledge-based industries
Davis’ land supply to accommodate future business growth is limited

a bk~ DN

Davis needs to proactively facilitate future knowledge-based business
growth to achieve desired goals

Davis is in a position to chart a desired economic growth path. Thus, the
timing is appropriate for Davis to consider preparing for a desired economic
future. Econometric employment growth projections reveal substantial
employment growth using conservative assumptions. However, questions for
community consideration include but are not limited to:

e How much and what type of business growth should the community
pursue?

¢ How much and what type of land is necessary to support desired business
growth?

e What actions should the City take to support and encourage desired
business growth?

e What actions should be taken to maximize the benefits from the current
land supply?

Community priorities in response to these questions necessarily lead to
guestions regarding Davis’ available land supply including but not limited to:

e How should the Con Agra site develop?

e How should Housing Element Conflict Sites develop?

e Ifthe PG &E site is redeveloped, how should it be developed?

When community priorities for existing vacant land are established, it may

then be appropriate to explore the subject of whether Davis should pursue
additional commercial land to support business growth. Figure 7 illustrates a
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framework for immediate and long-term Business Park, Office, and Industrial
land decision making.

Figure 5: Draft Framework for Business Park, Office, and Industrial Land Decision Making
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Tension exists between Davis’ quantified available land inventory and
deliverability of land to facilitate business growth. If Davis is going to continue
expanding its business sector, it is likely at some point within the 2010- 2035
timeframe annexing additional land contiguous to the City boundary will need
exploration. Retaining the Con Agra property and preparing it for business park
development would extend the time necessary before external sites need
consideration. Figure 8 illustrates potential external sites considered appropriate
for business park locations. External business sites have not been analyzed for
development potential, suitability, compatibility, potential impacts, or property
owner interest.

Figure 6: Potential External Business Park Locations
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Private sector business growth is an important factor of local economic health
and prosperity. This study analyzed several components of the Davis economy
and identified opportunities as well as constraints to future business growth. The
community and decision-makers will find this study a useful resource to guide
future economic development initiatives and land use decisions. Readers are
encouraged to explore the draft Business Park Land Strategy Technical Report
for greater depth, detail, and context surrounding the key issues addressed in
this study.





