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|. EXECUTIVE SUMMARY

INTRODUCTION

The purpose of this study is to assess the potential for urban decay resulting from development
of the Lincoln SUD-B Northeast Quadrant Specific Plan, located adjacent to the western city
limit line of the City of Lincoln (the “Project”). The Project comprises approximately 186.2 acres
of vacant land, which is just a portion of the larger SUD-B area. The Lincoln SUD-B Northeast
Quadrant land use plan contains two types of low-density owner-occupied residential land uses,
including low purchase price and high purchase price, and employment-generating land uses,
including commercial space assumed to include retail and office/flexible space commercial, as
well as recreational and open space land uses. While currently most of the Project site is located
outside the city limits, the expectation is that the Lincoln SUD-B Northeast Quadrant would be
annexed info the City of Lincoln.

Project development is assumed to occur over ten years with the construction start anticipated in
2017, leading to a 2027 buildout. Upon full buildout, the land uses planned for the Project
include 452 low density residential units and up to 971,000 square feet of commercial space.
This space is assumed to be split 60% retail and 40% office or other non-retail commercial uses,
including office, business professional, and service industry. There will be a moderate
employment base located at the Project. This employment base will grow over time as overall
development occurs. Employment at buildout in 2027 is estimated to total 2,214.

The City of Lincoln retained Dudek to prepare an Environmental Impact Report (EIR) for the
Project. ALH Urban & Regional Economics (“ALH Economics”) is part of the environmental team
responsible for conducting the EIR’s urban decay analysis to be incorporated into the EIR.
Generally speaking, urban decay is characterized by physical deterioration to properties or
structures that is so prevalent, substantial, and lasting a significant period of time that it impairs
the proper utilization of the properties and structures, and the health, safety, and welfare of the
surrounding community.

This study estimates the extent to which development of the Project may or may not contribute to
urban decay pursuant to potential impacts on retail and office space. The key indicator from a
CEQA perspective is impacts on the existing physical environment, which in the context of an
urban decay analysis includes the commercial real estate base and other germane real estate
conditions, as measured by the current baseline. Characteristics of physical deterioration
contributing to urban decay include abandoned buildings, boarded doors and windows, parked
trucks and long-term unauthorized use of the properties and parking lots, extensive or offensive
graffiti painted on buildings, dumping of refuse or overturned dumpsters on properties, dead
trees and shrubbery, and uncontrolled weed growth.

' The study conservatively analyzes this non-retail commercial space as office space.
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SUMMARY OF FINDINGS
Development Context

The Project is planned against an existing backdrop in Lincoln of 1.6 million square feet of retail
space, approximately 320,000 square feet of office space, and 4.0 million square feet of
industrial space. These existing land use inventories comprise just a portion of the City’s long-
term potential development based on current General Plan land use designations for the City of
Lincoln and its Sphere of Influence. Pursuant to the current General Plan land use designations
and FAR assumptions, ALH Economics estimates the buildout capacity in Lincoln and its Sphere
of Influence to comprise 2.7 million square feet of Neighborhood Commercial, 32.3 to 37.0
million square feet of Commercial, 10.0 million square feet of Business Park, 27.0 million
square feet of Industrial, and 36.2 million square feet of Industrial Planned Development. These
figures were calculated based upon the maximum FAR’s included in the General Plan, which
includes 0.35 - 0.40 for Commercial. At a lower, more typical FAR ratio range of 0.20 to 0.25,
the potential Commercial space drops to 18.5 to 23.1 million, which is still a far greater
amount than is currently built. Thus, there is yet regulatory potential for many more millions of
square feet of commercial and industrial space in the City of Lincoln and its Sphere of Influence.
These figures indicate that the City of Lincoln has substantial growth potential relative to its
developable land inventory, and that the Project will be developed against a backdrop of
substantial physical growth potential within existing City of Lincoln General Plan policies.

Prevailing Retail Market Conditions and Regulatory Controls

Lincoln’s retail base totals about 1.6 million square feet. The City of Lincoln was recognized as
the nation’s Fastest Growing City from 2000 to 2010, growing more than 200%. Much of
Lincoln’s retail inventory was built during this time, although the City has a Historic Downtown
District with buildings dating from the late 1800s. This district is characterized by specialty
merchants and small-town charm, and few retail vacancies. The Downtown consists of many
civic and community uses, restaurants, services, offices, and a mix of both “mom and pop” and
chain retail. The bulk of Lincoln’s retail space is concentrated in neighborhood and community
shopping centers in several commercial nodes, including along Lincoln Boulevard and in the
Twelve Bridges area. Generally speaking, the retail properties are in good physical and clean
condition, with only scant exception. Even these exceptions are minor, with one vacant property
available for sublease characterized by one boarded up window, and another partially
constructed property surrounded by a chain link fence. Thus, in general, Lincoln’s existing retail
real estate is in moderate to good physical condition with limited evidence of trash or other
conditions contributing to urban decay and deterioration.

Lincoln experienced rapid expansion of its retail base between 2006 and 2009, increasing by
nearly 50% over this time period. This rapid growth ultimately came to a halt with the Great
Recession, with retail vacancy peaking at 16.6% during 1° quarter 2009. The retail market then
proceeded to experience a very slow and gradual recovery, with the most recent vacancy rate
measured at 9.1% in early 2015. During the aftermath of the recession a number of retail
properties in Lincoln fell into foreclosure, with new parties assuming ownership and working on
stabilizing the properties. Lincoln’s current retail vacancy rate is slightly more favorable than the
Sacramento region’s average of 10.5%. These vacancy rates fall within and close to between
5.0% and 10.0%, which is typically considered to be indicative of a healthy retail market. In
addition to Lincoln’s retail market operating within industry accepted healthy parameters, 20
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leases totaling approximately 50,000 square feet were executed during the second half of 2014
and the first half of 2015. In addition, one of the larger relatively recent retail lease transactions
in Lincoln - Big 5’s occupancy of the former Fresh and Easy space in the Parkway Plaza
shopping center - occurred prior to this time period, even though the store did not open until
November 2014. This strong example of retail backfilling and the more recent leasing activity
demonstrate that Lincoln’s retail market is characterized by a modest amount of momentum,
generally maintaining market stability.

The Municipal Code in Lincoln requires property owners to maintain their properties so as to
avoid nuisances by creating a condition that reduces property values and promotes blight and
neighborhood deterioration. Enforcement of these ordinances can help prevent physical
deterioration due to long-term closures of retail spaces. According to the Code Enforcement
Department the maijority of violations are resolved within 2-3 weeks. The typical types of
violations that occur are for zoning, inoperable vehicles, RV boats and ftrailers, blight, and
anything within the municipal code. Of the annual 650-700 complaints received, 90% occur on
residential property and 10% on Commercial property. Project-related fieldwork revealed no
visible signs of litter, graffiti, weeds, or rubbish associated with existing commercial nodes and
corridors in the City of Lincoln. All vacant properties were well-maintained with no signs or
decay or deterioration. Two exceptions include one closed restaurant with a window boarded up
with plywood, and a partially built retail project surrounded by chain link fencing. Even these
two properties, however, are well-maintained. Thus, ALH Economics concludes that existing
measures to maintain private commercial property in good condition in the City of Lincoln are
effective.

Lincoln SUD-B Northeast Quadrant and Cumulative Retail Project Impacts

The Project. The Project’s retail space is assumed to total 582,600 square feet and is anticipated
to serve a wide range of components of demand. These include Project residents, Project
employees, Lincoln residents, and regional demand given the Project’s location bordered by the
Highway 65 Bypass to the south. The primary market area for Project retail is assumed to
comprise the City of Lincoln, Sheridan, and the City of Wheatland. Given the size of the
Project’'s retail component, the Project is also assumed to capture secondary market area
demand from Marysville, Yuba City, and Rocklin. In addition, up to 20% of the Project’s retail
space is anticipated to be supported by shoppers originating from outside these market areas,
comprising a fertiary market area. The City of Lincoln’s existing sports tourism and additional
planned tourism are anticipated to account for much of this tertiary market area draw, as well
as drive by traffic along the Highway 65 Bypass.

Table 1 presents a summary of the estimated supply and demand characteristics of the Project’s
potential retail development. Select nuances included in the analysis include demand generated
by Wheatland growth included in the Wheatland General Plan but not accounted for in growth
projections prepared by the Sacramento Area Council of Governments, which provided the
basis for the growth projections. Another nuance includes recapture of sales leakage from
Lincoln households, as analysis suggests that Lincoln loses household retail sales potential to
other communities.
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