January 3, 2017
To: City Council, City Manager,

and City Attorney - - .
From: Michael Belluomini W Mdmm

BACKGROUND:

The unemployment rate in Merced exceeds 9% one of the highest in the state. This means
there are approximately, 3,000 men and women who are looking for a job and cannot find one in
the City of Merced. They are unsure how they will pay the rent, PG&E , feed the family, and keep
their car working. Unemployed people lack funds to buy goods at local businesses contributing to
the struggle to keep local businesses open. The desperate need for funds may drive the
unemployed to crime, especially for the third of the population living in poverty. In addition to
unemployed people there are many underemployed who can earn more if they had the
opportunity.

The most important driver of economic development and increased employment is basic
export industry which manufactures a product which is sold to end users outside Merced County.
These export industries bring wealth from outside the county into Merced. The city's goal ought to
be to increase employment and economic prosperity with export of goods and services and import
of revenue by facilitating the establishment of basic export industries

What factors within the control or influence of city government can facilitate and foster the
development of basic industries? A November 2013 economic development study by the
consultants, Audrey Taylor and Don Schueldall, contracted for by Merced County, Merced City
and other cities identified industrial sites ready for immediate development as critical to
attracting industry.

IMPORTANT FACTORS TO INDUSTRIAL DEVELOPMENT:

What factors are important to industrial developers that denote a property as ready for
immediate development. The economic development consultant listed the following factors: 1)
water service availability; 2) sewer service availability; 3) storm water drainage services; 4) local
road and highway/freeway ease of access; 5)a streamlined local permit process; and proactive
planning for industry; 6) community support for industry; 7) electrical power service availability;
8) a documented adequately skilled labor force; 9) land price. The first five of these factors are
significantly influenced or controlled by the city council.

MERCED'S INDUSTRIAL INVENTORY:

The attached table with maps reviews the current industrially zoned areas and the first five
factors important to identifying a property as ready for immediate industrial development. The
table demonstrates that there is only one readily developable vacant industrial parcel over 10
acres in the Western Industrial Park, that in the Airport Industrial Park there are 60 acres of
vacant land owned by the city, and that approximately 500 acres of vacant industrial land owned
by Lyons Company and 315 acres of vacant industrial land owned by Wal Mart making up over
80% of the city vacant industrial land is in the University Industrial Park. Since 2013 Wal Mart
has indicated it is postponing developing this site. In 2014, 2015, and 2016 discussions with the
Lyons Company indicated that it was not prepared to make significant investment in city
planning/entitlements to make this industrial park more marketable and competitive with the
industrial parks of other cities. Generally there are insufficient vacant industrial parcels that are
ready for development in the city.



UNIVERSITY INDUSTRIAL PARK PROS AND CONS:

The University Industrial Park has several positive characteristics. Road access to the 99
Freeway is excellent via the newer Mission Ave/Campus Parkway interchange. Sewer service of
24" or larger is abutting 372 acres of the site. This sewer service could be significantly enhanced by
the city facilitating sewage pretreatment on the industrial site as the city council discussed in
2015. Railroad spur access is available to 152 acres of the site.

The University Industrial Park has some significant deficits. One deficiency is that city
water service is 1,500 ft to 3,600 ft away from the edge of 371 acres or 70% of the industrial park.
Storm drainage pipeline and system exists only on parcel g of 95.4 acres. Industrial development
is often characterized by large parking lots and roofed areas which shed storm water needing a
drainage plan to prevent localized flooding. There is not an area wide drainage system.

INCREASING CITY INDUSTRIAL LAND

The City of Merced does not have enough vacant industrial land to attract and
accommodate new business development that would create jobs, improve tax revenues, and
reduce poverty. Where and how could the city increase its industrial land inventory? Of the five
important factors to industrial development that the city can control or influence,
highway/freeway access and sewer service are critical. Of the six highway 99 interchanges in the
city only the Campus Parkway/Mission Ave interchange is adjacent to a large area of relatively
vacant land. Mission Ave connects highway 99 to highway 59. There are large sewer lines in the
area.

The size of an industrial park allows for economies of scale for infrastructure, and space
for several complimentary industries to locate. Other central valley industrial parks are between
600 and 1,200 acres similar to University Industrial Park. Southwest of the highway 99/Campus
Parkway interchange such large areas of farmland exist.

Annexation of land to city for industrial development must be approved by the Local
Agency Formation Commission (LAFCO) and conform to state law. LAFCO related state law is
written to prevent "leap frog" city development by requiring that all annexation be contiguous to
the existing city limits. Similarly the law requires that the boundary between an area to be
annexed and the city limit be large thus preventing "pan handle" annexations that are connected
to a city by only a narrow road right of way. To promote efficient provision of public services to
residents LAFCO law prohibits annexations which result in an unincorporated county area being
surrounded by land within the city limits. Such "county islands” exist but new ones are prohibited.

POTENTIAL ANNEXATION AREA

The attached exhibit shows a 713 acre potential annexation that is contiguous with the city
limits along highway 99 for approximately one mile. It has access to the Campus Parkway/Mission
Ave interchange at highway 99. It has road access to Mission Ave, Gerard Ave, Vassar Ave, and
Henry Street. Expanding this annexation any further west along Mission Ave may be prohibited
because it creates a county island. This area has nine property owners. The attached aerial photo
shows that it is largely farmland with dairy buildings except for the two businesses nearest the
highway. It seems the best suited area for industrial development.

ANNEXATION AND GENERAL PLAN PROCESS

The 713 acre potential annexation for industrial development is shown on the city general
plan north of Mission Ave as residential of varying density from apartments to single family
houses and south of Mission Ave as an area of interest. See Exhibit 10. In order for the city to
annex this area, all of it must be shown in the city sphere of influence with a general plan



designation of the planned land use that will develop there. A general plan amendment for this
area with associated environmental documentation is required to develop it as a business
park/industrial development. The amendment needs processing through public comment,
planning commission and the city council.

Once the general plan is amended to include this area and designate it for business
park/industrial development then an application for annexation can be submitted to LAFCO.
LAFCO wants to know to what extent the city and the landowners are in agreement that the area
should be annexed to the city. A resolution of the city council initiating the annexation and a
petition signed by the landowners indicating their agreement to annexation should be submitted
to LAFCO. Unanimous agreement of landowners is not required but it is desirable. An annexation
can proceed to approval if a majority of the property value owners agree or if there are 12
registered voters in the area then an election is held and the majority of voters approve or reject
the annexation.

Landowners who are generally in favor of annexation will need to be reassured that they
will be able to continue their farming and dairy activities until industrial development occurs
which could take 10 to 20 years. As was done for past city annexations of rural areas the city will
need to agree to such continued use. In the past that was done by amendment of the animal
control ordinance. Amendment of the zoning ordinance to allow agriculture is another method to
achieve this.

PROPOSAL FOR INDUSTRIAL DEVELOPMENT

The City must lead the way to improve the local economy, improve employment
opportunities and improve the business climate. Making well suited land available for industrial
development with city services and master planning/entitlements is essential to improving the
economy. Based on the information above the proposal is to direct staff to: 1.) Contact the nine
property owners of the 713 acres regarding annexation; 2.) based on the results of discussions with
owners, prepare a plan with necessary steps, cost and schedule to process a general plan
amendment with environmental document and an annexation application; 3.) prepare a strategy
for funding the general plan amendment, environmental document and annexation application
and 4.) describe the alternative steps to make the industrial annexation master planned and
marketable to potential developers.



ExHigiT 1

AJed jepisnpy) poday = v 82
| B ) Wed jetiysnpu) Aissaamun = nf £z
. jded (epasnpuy usassm = ml oz |
i 14
V/N|  V/N SIA SOA 31S sINqY aurt a4 eyues| pz
V/N| V/NI W/N| W/N| V/N| V/Nl OV/Ni W/N| W/N] VY/N V/N V/N V/N| V/N| V/N| SaA| sap| saA]  soA 8IS sInqy auiy Jedun| €
$s3%y peoJjey| zz
llews; adeys sauyy juedep jlews! jews! pews adeys Jayjo/ezis/adeys] 1z
. pPPO - 3%859d 0N B PPO
1e30119°4L 19 6't 9P 6°'S 6v v €0T L9 €L 6'S {81 LST L8 8s v's6 |9 [ET T L T T6 |6ET ~ (ov) az1s [9d4ed| 07
sany
£0v9
SOA| SOA| SBA| SaAi S3A| SaA| SaA ujejd pooid uif 61
V/N|  V/NI VNl WINL O W/N] Y/ND W/N| WIND W/ND VIN] VN ON ON ON ON ONI W/N| V/N| V/N; V/N| V/N| V¥/N| V/N Hid/ueld 2y103ds | g1
juiiag sujjwieans) /1
SaAl  SBA|  SBA]  SBA]  S$9A]  SBAl  SBA] S3Al saA|  SBAl  soA saouapisay edwi] o1
SAA SOA SBA SaA 594 i 55920y AemyBiH OvT | 5T
VoY) ¥viO¥| vioY) vIOV ¥4OV| VIOV $iO0b| PIOP! vIOD POV VIOV biOY| VIOV IOV VIOV vIOY| PIOE| VIOE| VIOEl PIOE| VIOE| VIOE| VIOE Aemanid 66| ¥1
$$222y Aemydi/peoy] £1
«0€! .0€ .OF .0 .0E| 95| V/N| .08 .09 .9¢| .9g| V/N| V/N| V/N| VN .8v| .98 vz .z| .zvl .9€] .09 .8 auljadid AqJeaN jo 225 Z1
i ) afeujeiq uuois| 11
.00€ sujadid o3 asuessiq | 01
u8 w8 w8 w8 W8 u8 W91 WP WZh WST] T WEE wEE WL Wbe WZT] W2 LO0T) WOT WZT] V/N| W2T] 2T 3umingy auyadid Jo azis| 6
A5 1aMmas| 8
| 0082 | 009'¢ | 00S'T ,00€ auljadid 0y asuessta] £
WOT) 0T 0T w01 W01 0T Wwll} w8 u8 u8 w8 W] WZT]  WZT] W07 WOT] 2T VN 2T LTt Bumnqy aujjedid jo azis| 9
; annias eml <
08 6L 9L SL L €L [44 165 6 14 Ly ST 143 [43 17 6 8 L 9 S 14 4 T J3qUInN aJIs| ¢
v v v v v v v v v v v n n n n n MM M M mIM M awenN dJed felasnpuy} €
a K & R & 3 ] 3 2 & & & & & & 2 8 1& |8 18 18 |2 4aquiny jadued siossassy] ¢
(Y] Vo] (Vo] 0 0 w (V=) i \D [Ye) [V~ 0 = [~ (= J._ ..l. (Yol [¥-] w o @O ».b [Y-]
A A & A IS & A LA & @ @ N N & S [ A S & A A A &
N N N N o4 N [l PN m Q (93] Vel W w P wu w wn wv un w un
@ @ Q@ @ @ @ i 1@ > W m W @ @ @ M P w e @ W @ M
mmmwmm.m@mwmrrsmmmmtmmmmvmo
@ Y w N N o =) 7 [ ] w w vl (=1 ~ Lo V) (0] ' [ oo w Lo -
@M@N \Tmz_hmm PO3.I9A Ul SIS jennsnpuj HGNUN\’ jo mu—uw:me&hm&U 1
A tx o datofjrJsTyJoledaJolNTwl[T YTr T T TH]os[i]3Ja]oa]




City of Merced
Western Industrial Park
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Contact: Frank Quintero

Office of Economic Development

phone: 1-800-723-4788 or 209-385-4788
fax : 209-723-1780

website: www.mercedecondev.com MERCED

email: econdev@ci.merced.ca.us Tavest in Califormia’s Heartland
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City of Merced
University Industrial Park

Sites 9-15
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Contact: Frank Quintero

Office of Economic Development

phone: 1-800-723-4788 or 209-385-4788
fax: 209-723-1780

website: www.mercedecondev.com
email: econdev@ci.merced.ca.us
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Invest in California‘s Heartland




City of Merced
Airport Industrial Park
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Contact: Frank Quintero

Office of Economic Development

phone: 1-800-723-4788 or 209-385-4788
fax: 209-723-1780

website: www.mercedecondev.com
email: econdev@ci.merced.ca.us
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City of Merced
South Airport Industrial Park

Sites 67-81
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Contact: Frank Quintero
Office of Economic Development
phone: 1-800-723-4788 or 209-385-4788 3 : " 3 [:
fax : 209-723-1780
website: www.mercedecondev.com MERCED

email: econdev@ci.merced.ca.us

EXHIBIT S

Invest in California's Future
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