Memorandum
To: Daniel Hamilton, Pacific Municipal Consultants

From: Raymond Kennedy, Vice President
Aaron Nousaine, Analyst

Re:  Economic Impact Analysis Update for Mitchell Ranch in Ceres, CA

Date: June 19, 2009

Introduction

The City of Ceres (the “City”) has retained Pacific Municipal Consultants (“PMC”) to complete the
Environmental Impact Report (EIR) for the proposed Mitchell Ranch project in Ceres (the
“Proposed Project”) which includes construction of a Wal-Mart Supercenter. PMC retained Bay
Area Economics (“BAE”) to conduct a market impact and urban decay analysis for inclusion in the
EIR. In August 2008, BAE submitted its findings in a revised technical report that acknowledged
that economic conditions had deteriorated since completion of initial analysis in summer 2007.

The purpose of this memorandum is to consider further changes in economic conditions that may
affect the findings of the aforementioned technical report with respect to the economic climate in
the City of Ceres. To complete its work, BAE undertook the following steps:

1) Contacted City Planning Departments in Ceres, Modesto, and other nearby communities
regarding planned and proposed projects, and major store closures.

2) Contacted five real estate brokers in the Ceres and Modesto region to get their assessment
of current retail real estate conditions in Ceres.

3) Reviewed various economic data as available at national, statewide, and regional levels
with a focus on the retail sector, in order to determine how changing conditions might
impact retailing in Ceres.

This analysis does not update the retail leakage analysis or its underlying data. As noted above,
changing economic conditions have already been noted in BAE’s technical report.

Bay Area Economics

Headquarters 510.547.9380
1285 66th Street fax 510.547.9388
San Francisco Bay Area Sacramento New York Washington, D.C. Emeryville, CA 94608 bael@bael.com
bayareaeconomics.com



Planned and Proposed Development

Table 1 reports information gathered by BAE regarding major retail development projects currently
proposed or under construction in the Cities of Ceres and Modesto, as well as in Livingston and
Turlock. BAE also contacted Stanislaus County staff who reported that no significant retail
projects are currently underway in the unincorporated area of the County.

City of Ceres

Planned projects in the City of Ceres, excluding the proposed Mitchell Ranch project, include
approximately 121,000 square feet of general retail space, 37,000 square feet of office
development, a bank, and two three-story hotels totaling approximately 100,000 square feet. The
largest project (not including Mitchell Ranch) is the Ceres Gateway Center that was approved in
May of 2008 but has yet to begin construction. This project would include four restaurant pads and
a gas station totaling 22,055 square feet, and two three-story hotels with 162 rooms. Only two
other projects currently have approved entitlements with the City of Ceres. The Mitchell Road
Commercial Center, approved in April 2009, includes one 4,200 square foot bank pad, and over
31,000 square feet of retail shop space. Approved in February 2009 is a 17,340 square foot Rite
Aid Pharmacy. The remaining three projects have yet to be fully approved by the Ceres Planning
Commission. The first of these, and the second largest proposed project, would be the Roeding
Commercial project that will include 22,400 square feet of general retail/commercial, two office
buildings with 26,000 square feet of space, and one combined office and retail building totaling
11,000 square feet. Next is the Nick Bali Retail project that includes one restaurant pad at 6,140
square feet, a mini-mart and gas station at 3,519 square feet, and two retail buildings totaling
15,217 square feet. Finally, there is a proposal for a Burger King restaurant at 2,669 square feet.

While there are scattered smaller vacancies in Ceres, City staff did not report to BAE any vacancies
of anchor tenants of larger spaces, a trend noted also by brokers (see below) This is due in part to
Ceres retail being more focused on day-to-day needs rather than including more specialized or
region-serving retail as found in Modesto and Turlock.

City of Modesto

City of Modesto staff report two major retail development projects currently proposed within the
city featuring nearly 170,000 square feet of new space. The larger of these two projects is the
North Pointe Shopping Center near the existing Costco at Pelandale Avenue and Chapman Road
covering approximately nine acres of an 18 acre site, and includes a 57,000 square foot Save Mart
and 45,000 square feet of general retail shop space. This Save Mart will replace a smaller existing
store nearby at 3900 Pelandale.” Construction of the shopping center is expected to begin in late
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2009. The remaining acreage is entitled for development of a theater and retail complex, however,
the property owners are seeking an amendment that would remove the theater from the site plan
and allow additional retail. The second project located near the corner of Oakdale Road and
Sylvan Avenue features approximately 12,000 square feet of retail shop space and a 55,000 square
foot gym facility. While this project has been entitled by the City, no building permits have been
issued, and the project is considered on hold. The City anticipates receiving plans for development
of the remaining 12 acres at the Oakdale Road site within the next few months. Preliminary plans
may include a grocery store and ancillary retail, although potential square footages are currently
unknown.”

Interviews conducted with City staff, supplemented by online research, unearthed five medium to
large scale retail spaces that are currently vacant and available for lease in the City of Modesto.
Probably the most significant of these are the two former Gottschalks locations at the Vintage Fair
Mall and Century Center shopping center. The Vintage Fair Mall location on Dale road, at over
150,000 square feet, is reportedly in the process of being leased as one of 14 new locations for the
Forever 21 clothing retailer, in a bid to expand their operations into larger format stores.” The
other former Gottschalks location in the Century Center on East Orangeburg is nearly 90,000
square feet and thus far remains unleased.”” Other major vacancies based on conversations with
staff and online listings include a 61,000 square foot vacant Mervyn’s, a 33,000 square foot former
Linens N’ Things space on Sisk Road near the Vintage Fair Mall, the 26,000 square foot former
Green Wood Furniture store location at the corner of McHenry and Standiford Avenue, and an
older retail building from 1917 with approximately 22,000 square feet on | Street.”" In aggregate,
these vacancies (excluding the Vintage Fair Gottschalks location) represent over 200,000 square
feet of large format retail space, largely in older shopping centers, that is currently for lease in the
City.

City of Turlock

Less than ten miles from central Ceres, the City of Turlock is experiencing slightly more proposed
development that other communities with eight projects currently proposed and under construction.
Currently on hold with the City, the largest of these the proposed projects is the Monte Vista
Crossings shopping center with a total of 209,000 square feet of retail space. This project is

http://www.modbee.com/1526/story/195922.html, accessed June 18, 2009.
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anticipated to include a Sports Authority and assorted general retail. A second phase of this project
includes approximately 48,700 square feet of additional general retail. Potential tenants have yet to
be identified. The second largest project was entitled in December of 2008 but has yet to begin
construction. Located on West Main Street, the project includes two phases of general retail
development totaling 101,350 square feet. Other small projects on file with the City include a
33,220 square foot general retail project on Dianian Drive, a highway commercial project with
nearly 30,000 square feet of retail and an 85-unit hotel on Lander Avenue, and a 19,225 square foot
CVS Pharmacy on Geer Road. There is also one small speculative project with 6,500 square feet
of assorted retail and warehouse space on Lander Avenue, and one small, 1,600 square foot
neighborhood grocery rebuild called Matty’s Market on West Main Street.”

The City of Turlock has seen a string of recent store closures, leaving a significant amount of large
format retail space open for lease. Like the other communities of Modesto, Stockton, Manteca,
Sonora, and Merced, Turlock witnessed its 60,000 square foot Mervyns store shutting its doors.”"
Another victim of recent corporate bankruptcies, the Circuit City store has also closed. Other store
closures that have left significant vacancies include two locations of the Woods Furniture chain at
around 5,000 square feet each, and the Turlock Auto Plaza that covers approximately 19 acres.
The Youngdales Appliance Store, which recently went out of business, has already been
reoccupied by Minerva’s Furniture store.”

Other Nearby Communities

City of Livingston

Approximately 20 miles south of Ceres, the City of Livingston confirms that plans for a 167,020
square foot Wal-Mart Supercenter, 98,550 square feet of additional retail/commercial space, two
3,200 square foot gas stations, and a 50,000 square foot hotel and conference center are moving
forward, with approvals expected by summer 2010. This Supercenter was anticipated previously in
BAE’s analysis, and as noted then, this planned store and the SuperTarget in Atwater serve to limit
the ability of the Proposed Project to draw shoppers from Merced County.

City of Patterson

Subsequent to BAE’s previous analysis, Wal-Mart has proposed a Supercenter in Patterson in
western Stanislaus County. Current plans call for a store of approximately 160,000 square feet
along with additional retail development onsite. This store may draw some customers out of the
Secondary Trade Area (Stanislaus County) that might have otherwise patronized the Supercenter
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and other store at Mitchell Ranch, but because of the distance from Ceres as well as the limited
population base relative to the remainder of the Secondary Trade Area, the impacts on Mitchell
Ranch and other retailers in should be minimal and diffused across the large retail base along the
Highway 99 corridor.

Ceres Retail Real Estate Market Overview

According to five local real estate brokers interviewed by BAE,” the City of Ceres has done
relatively well over the past few years to implement redevelopment in its downtown, and promote
new shopping center development along the emerging retail corridor of Mitchell Road. The City
has successfully promoted new commercial growth to accompany its significant residential
expansion, but remains under served in some categories. According to brokers, development on
Mitchell Road will help to capture some of this unmet demand, containing subsequent tax revenue
within the City of Ceres, and limiting leakages to the more developed commercial centers of
Modesto and Turlock. Recent economic turmoil, however, has slowed the area’s commercial
growth. Across the Central Valley, the contraction and closure of some major regional retail chains
—such as Gottschalks and Circuit City — has left significant vacancies, but may open the market for
the emergence of other local, regional, or national retailers (e.g., Forever 21 in Modesto).

Retail vacancy rates within the region were estimated by brokers at upwards of 11 percent, similar
to year end 2008." Terranomics, a northern California brokerage firm, estimated the year end 2008
vacancy rate for Stanislaus County at 10.9 percent.“ The highest rates were reported in the City of
Turlock at 30.8 percent, and Riverbank at 11.1 percent. Modesto reportedly had a vacancy rate of
only 2.8 percent, while Ceres had a slightly higher year end rate of 4.5 percent.” However,
considering recent big box closures, the vacancy rates in Modesto and Turlock have probably risen
during the first and second quarters of 2009. Modesto contains two Gottschalk’s locations, both of
which are in liquidation, as well as Circuit City and Mervyn’s. Turlock has seen the closure of
Mervyn’s and Circuit City since the end of 2008. In contrast, Ceres has reportedly not experienced
significant retail closures. Thus the vacancy rate in Ceres has likely not risen as much as in
Modesto and Turlock.

Within the City of Ceres, the retail real estate market is dominated by the established shopping
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centers along Hatch Road where residents can find the existing Wal-Mart and other local
businesses. Xavier Santana with CB Richard Ellis reported that beyond what exists currently on
Hatch Road, residents have to travel to Modesto or Turlock for much of their weekly shopping.
The proposed Mitchell Ranch project is situated to be the major development along what is an
emerging retail corridor. With the new Wal-Mart Supercenter, two proposed hotels, and additional
retail shop space, Jeanette Woerman of Brekkere Realty described Mitchell Road as the place
retailers will want to be over the next five to ten years.

Despite the corridor’s potential, brokers report that the Ceres market has also been hit hard by the
economic downturn. Rents have softened significantly over the past year or more, from around
$1.65 per square foot (NNN) to as low as $1.30 per square foot (NNN) for a newer space and $1.00
per square foot (NNN) for older spaces. *"" Demand for retail space is largely concentrated in the
1,000 to 1,500 square foot range, with interest sharply tapering off above 3,000 square feet.””
Brokers did not report any significant shortage or over supply of any particular type of space, and
vacancies have proven hard to fill, especially in older centers. With the recession, tenants are
cutting costs and renegotiating leases to get a better deal on their existing spaces, or are looking to
move into newer spaces at rents at or below what they were paying before the recession.”” Asa
consequence, Chris Beck of Velthoen Associates expects to see an increasing number of
commercial property sales as investors and owners of new retail product struggle under the weight
of construction costs and debt service.”

Interviews revealed the City of Ceres to be fairly well served by grocery stores. Only the southern
portion of the City was described as exhibiting some excess demand, enough to potentially absorb
at least one additional outlet. The southern portion of the City to the west of Highway 99 was
described as the most under-served.” No vacant grocery or grocery sized retail spaces were
reported in the City of Ceres. As suggested in BAE’s previous analysis, the existing establishments
most likely to experience significant competition from the proposed Wal-Mart Supercenter are the
Save-Mart on Mitchell Road, and the Richland Market. Of the two, brokers anticipate only the
Richland Market to be at any serious risk of closure due to its higher price point and disadvantaged
location. Beyond the city limits, Jake Maiorino with Cosol Commercial suggested the proposed
Wal-Mart may marginally impact existing stores in north Turlock and southern Modesto.

° Personal communication. Jake Maiorino, Cosol Commercial. June 3, 2009.
: Personal communication. Jeanette Woerman, Brekkere Realty. June 9, 2009.
° Personal communication. Jake Maiorino, Cosol Commercial. June 3, 2009.
“ Personal communication. Jeanette Woerman, Brekkere Realty. June 9, 2009.
“ Personal communication. Jeanette Woerman, Brekkere Realty. June 9, 2009.
“ Personal communication. Xavier Santana, CB Richard Ellis. June 9, 2009.

“ Personal communication. Chris Beck, VVelthoen Associates. June 9, 2009.

” Personal communication. Jake Maiorino, Cosol Commercial. June 3, 2009.



Potential to Re-Tenant Existing Grocery Space

Given recessionary pressures on the existing retail market, brokers reported that re-tenanting
grocery spaces vacated due to competition with the proposed project will be extremely difficult in
the short-term. Re-absorption of vacated properties may be expected to take at least 12 to as many
as 36 months or more. With declining lease rates across the market, property owners would need
to act aggressively to offer attractively low rents and other incentives, like free rent and tenant
improvements. Brokers anticipate little interest from existing grocery chains and would expect to
rely on traditional secondary users like dollar stores, gymnasiums, and other discount users.
Brokers suggested a simple approach of simply refinishing the interior with new surfaces, electrical
fixtures, and plumbing. If located in an older shopping center, owners may consider facade
renovations to make the center more attractive to compete with the newer developments already in
demand.

Analysis of National, Statewide, and Regional Trends

National Retail Sales Trends

While local taxable sales data lags the economy, with the most recent data available being from
Second Quarter 2008,” the Census Bureau publishes more current estimates of retail sales based on
the Monthly Retail Trade Survey, a nationwide sampling of retailers. The most recent figures are
preliminary estimates from May 20009.

Table 2 provides monthly data for combined retail trade and food services sector dating back to the
beginning of 2000. As shown, most months since the beginning of 2001 show a year-over-year
increase in sales. Prior to late 2008, no month showed a decline greater than two percent. From
November 2008 onward, however, every month has shown a year-over-year decline of eight
percent or greater, a strong market indicator of the onset of a serious recession. The steepest
month-to-month declines were in late 2008; since the beginning of 2009, sales levels have
stabilized at between $335 and $345 billion in monthly sales.

Some of the greatest losses have been in automotive sector, which largely functions as a separate
retail market for shopping and for real estate purposes. Excluding the motor vehicle sector and
food services, the declines are somewhat smaller, with the greatest year-over-year declines at less

“ BAE has not been asked to update the taxable sales data used in its analysis; the data available at that time
was through Third Quarter 2006. Since the more current data are only through Second Quarter 2008, and the
national data indicate the largest dropoff was not until later in 2008, such an update might not provide a more
accurate assessment of current conditions in any case.



than nine percent (see Table 3). As with overall sales, non-automotive retail sales have stabilized
on a month-to-month basis since the beginning of 20009.

Food store sales do not show the same decline as overall retail, indicating continued stability in this
sector. Because of food’s place as a necessity of life, supermarkets and other outlets that focus on
food retailing do not tend to show declines to the same extent as retailing overall. Additionally, to
the extent that consumer cut back on restaurant visits and dining out, food store sales may actually
see an increase in sales as people prepare and eat more meals at home. As shown in Table 4, food
store sales nationally increased even as retail sales overall began their steep decline in late 2008.
The only year-over-year decline in food store sales since 2002 was a decline of 0.8 percent from
April 2008 to April 2009. Because of the stability or increases in year-over-year sales, month-over
month sales do not show a discernable pattern related to the recession.

General merchandise stores have also not shown the same declines as overall retail sales (see Table
5). Year-over-year sales increased through November 2008 (with no declines back to 2001), and
since then have shown no ongoing upward or downward trend, with no increases or declines of
more than two percent. Month-to month comparisons also show a mix of declines and increases,
with no substantial trend upward or downward in the last several months.

These sales numbers indicate that while overall retail sales have shown a substantial decline, the
two key sectors that relate to the Supercenter are relatively stable. Additionally, month-to-month
changes in the overall sales data indicate sales declines are slowing, with sales stabilizing at current
levels.

Employment Data

Employment and unemployment data are another bellwether of the economy, and like national
sales data, are available for very recent periods. Unlike the sales data, however, they are available
for smaller areas, with estimates available down to the place level. Appendix B in BAE’s technical
report presents data through August 2007, the most recent available at the time of that analysis.
Table 6 updates this information, with the most recent data being preliminary numbers from April
2009. These data show a marked turn for the worse in the labor market, with increasing
unemployment since 2006, with the most substantial jump in 2008 and 2009.” In April 2009, the
unemployment rate for Stanislaus County was 16.8 percent. Modesto and Turlock had lower
estimated rates than Countywide, but Ceres continued its pattern of tracking above the county, at
20.8 percent. The rise in unemployment rate is not caused entirely by a loss of jobs, but by a
failure of job growth to keep pace with the increase in the labor force (likely driven by increasing
population overall); for instance, in 2007 the number of employed persons grew in Stanislaus
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County, but the unemployment rate still rose due to a more rapid rise in the number of persons in
the overall labor force. By 2008, though, the absolute number of employed persons began to
decline, even as the labor force continued to grow, leading to steeper increases in unemployment
that appear to have continued into 2009.

Overall Economic Trends

Currently, the nation and the state are in a severe and prolonged recession. In terms of the
Proposed Project’s potential impacts on other retail centers, the key question is the timing and
strength of a future recovery, and the state of the economy at the estimated date of project
completion. BAE’s technical report assumes project completion in 2009. That is clearly no longer
a possibility; project completion is probably at least two years or more in the future given the pace
of the approvals process, the likelihood of litigation if and when the EIR is approved, and the time
required for construction.

One of the most recent forecasts for California and the U.S. is the UCLA Anderson Forecast,
updated on June 16, 2009.” According to that forecast, the national economy will finally see very
limited growth in the fourth quarter of this year. The recovery is expected to be weak and slow
nationally, with California mirroring national trends. The State’s situation may be exacerbated by
the budget crisis. In conclusion, the UCLA Anderson Forecast states

Overall, the forecast for California is for a very weak first two quarters of 2009, to be
followed by very little growth in the last six months of the year. The economy will begin to
pick up in 2010 and return to more normal levels of growth in 2011.

Other data point toward stabilization and at least some recovery in the next two years. Nationally,
the most recent monthly Conference Board Consumer Confidence Index shows a sharp uptick in
May, following a similar gain in April. The Index is now at its highest level since September
2008.” The stock market, as measured by the Dow Jones Industrial Average, has rebounded and
held at levels nearly one-third above the lowest levels of the year, reached in March 2009. More
locally, home prices are stabilizing following their dramatic decline. In Stanislaus County,
Dataquick reports a median home sales price in April was $133,000, over 40 percent below April
2008 but only 1.5 percent below March 2009.” Foreclosure activity, as measured by notices of

* “UCLA Anderson Forecast: Economy Healing But Not Out of Hospital Yet,” June 16, 2009 Press Release,
http://www.uclaforecast.com/contents/archive/2009/media_61609 1.asp, accessed June 18, 2009.
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“The Conference Board Consumer Confidence Index™ Increases Sharply,” May 26, 2009 Press Release of
the Conference Board, http://www.conference-board.org/economics/ConsumerConfidence.cfm, accessed June
18, 2009.
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18, 20009.
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default, was slightly lower in the County in March 2009 than in March 2008 even as notices of
default statewide continued to increase.”

Conclusions

The purpose of BAE’s economic impact technical report for the EIR is to assess the potential for
urban decay, a physical impact resulting from long-term store closures and other related factors. In
its technical report, BAE concluded that there was the potential for the closure of one supermarket,
and given the state of the economy, for long-term vacancies with the prospect of urban decay for a
vacant supermarket space. Additionally, the current Wal-Mart space would need to be re-tenanted
following the relocation of Wal-Mart to Mitchell Ranch, and finding a new tenant for that space,
particularly in current conditions, could prove difficult, thus presenting the potential for long-term
vacancy and ultimately the possibility of urban decay. BAE’s previous analysis acknowledges the
declining economy, and thus in large part anticipates the potential for further decline.

The ultimate purpose of this memorandum is to consider whether the ongoing recession and
changing economic conditions would lead to substantially different findings with respect to the
potential for urban decay. In considering this possibility, the following factors are salient.

Within the Primary Market Area, the amount of planned and proposed retail has not changed
greatly. In Modesto and Turlock, new projects are in the pipeline, but many approved projects
appear to be on hold, likely due to the slowed economy and retail market conditions. It is
interesting to note that in Modesto, one large project that appears to be moving forward is the Save
Mart center at the northwest end of town. This indicates that a key local player (Save Mart is
headquartered in Modesto) is still seeking to upgrade its stores, even in the face of current and
anticipated conditions, including competition from the new small-format Supercenter nearby in
Modesto as well as Mitchell Ranch’s Supercenter, although this Save Mart is distant enough from
the Ceres project that impacts should be minimal. Given that national retail sales data indicate that
the grocery store sector has not seen a decline in sales, it should not be surprising that food store
retailers are still actively building new and replacement stores; this market should continue to grow
as the region’s population continues its long-term growth trend, especially as the recession abates.

Ceres has less region-serving retail than its larger neighbors Modesto and Turlock, and as a result,
has not been hit with the increased vacancies of those cities, especially for large region-serving
spaces such as Gottschalks, Mervyn’s, and Circuit City. Nevertheless, Ceres and the Ceres

“ “Golden State Mortgage Defaults Jump to Record High,” DQNews.com, April 22, 2009,
http://www.dgnews.com/Articles/2009/News/California/CA-Foreclosures/RRFor090422.aspx, accessed June
18, 20009.
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Periphery have reached the critical mass of population that could support more such retail,
including Mitchell Ranch.

General merchandise store sales appear to be holding up nationally also. The grocery store and
general merchandise store sectors, in which the anchor Supercenter in Mitchell Ranch will largely
compete, have thus not been as severely impacted, notwithstanding the loss of department store
anchors such as Mervyns and Gottschalks which are in a declining subsector for general
merchandise stores. Reportedly, in the current economic climate and under current conditions, one
of the Gottschalks in Modesto has already attracted a replacement tenant, the growing Forever 21
apparel chain.

While the economy is still in recession following a steep decline, it is BAE’s professional opinion
that its previous findings as noted above regarding the possibility of urban decay still stand. The
additional data presented here do not change those findings. The estimated square footage of new
retail planned and proposed in the Primary Market Area and surrounding areas has not changed
significantly; additional proposals have been put forth, but other projects previously proposed are
being delayed due to current economic conditions. Because of Ceres’ lack of region-serving retail,
vacancies such as those caused by the chain-wide closures of Mervyns and Gottschalks have not
affected Ceres as adversely, and even in the current retail climate the Gottschalks space in Modesto
has been re-tenanted. Nationally, retail sales in general merchandise and food stores, the sectors
most relevant to the Mitchell Ranch project, have held up much better than other retail sectors,
especially automotive-related retail. Furthermore, economic data indicate that the economy may
have reached its lowest point, and is likely to be on the road to recovery by the date of project
completion for Mitchell Ranch. BAE’s technical report already anticipated that the economy was
going to be in a recession for an unknown period of time, and that as a result there could be long-
term vacancies and difficulties re-tenanting vacant spaces in a reasonable period of time.
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Table 1: Ceres Area Retail Space Planned, Proposed and Under Construction, August 2008 (Page 1 of 2)

Project Name/Site

Total
Square Feet

General Retail
Square Feet

Supermarket
Square Feet

Additional
Square Feet

Status or
Anticipated
Opening Date

comments

City of Ceres

Ceres Gateway Center

Mitchell Road
Commercial Center

Rite Aid Pharmacy

Roeding Commercial

Nick Bali Retail

Burger King Restaurant

City of Livingston

Blueberry Crossing

Livingston Hotel

122,060

35,328

17,340

59,400

24,982

2,669

321,970

44,402

22,055

31,128

17,340

22,400

24,982

2,669

238,918

40,000

0

100,005 Hotel

4,200 Bank

37,000 Offices/
Retalil

50,000 Hotel

44,402 Hotel

12

Approved in
May 2008

Approved in
April 2008

Approved in
February 2009

Anticipated
Planning
Commision
Public Hearing
date July 20,
2009

Anticipated
Planning
Commision
August 2009

Anticipated
Planning
Commission
Sept. 2009

Summer 2010
Approval

Winter 2009
Approval

Project located on a 16.54 acre site. Four Restaurant pads and
gas station total: 22,055 sq.ft. and two 3-story hotels for 162
rooms (100,005 sq.ft.).

Project located on a 2.55 acre site. One 4,200 sq.ft. bank, and
3 commercial retail shops (31,128 sq.ft.). The shell for the bank
was finalized on November 21, 2008. 26,928 sq.ft. still remains
to be constructed.

Project located on a 2.45 acre site. One building for retail use
with drive-thru operation.

Project located on a 4.82 acre site. 6 buildings: two for retail
(22,400 sq.ft.), two for office (26,000 sq.ft.), and two for either
retail or office (11,000 sq.ft.).

Project located on a 3.58 acre site. 4 buildings: one restaurant
(6,140 sq.ft.), one mini-mart & gas station (3,519 sq.ft.), two
buildings for retail uses (15,217 sq.ft.).

Project will be located on a 0.35 acre site.

Includes a 167,020 sq. ft. Super Wal-Mart with 98,550 sq. ft. of
retail shop space, two gas stations at 3,200 sq. ft. each, and a
50,000 sgq. ft. hotel with conference center. Supermarket space
component of Walmart estimated based on floor plan which has
been revised slightly, and may not be precisely correct.

Possibly a Fairfield Marriot or Holiday-Inn Express.



Table 1: Ceres Area Retail Space Planned, Proposed and Under Construction, August 2008 (Page 2 of 2)

Project Name/Site

Total
Square Feet

General Retail
Square Feet

Supermarket
Square Feet

Additional
Square Feet

Status or
Anticipated
Opening Date

comments

City of Modesto
North Pointe Shopping
Center

Oakdale & Sylvan

Shopping Center

Oakdale & Sylvan I

City of Turlock

Matty's Market

Monte Vista Crossings

Monte Vista Crossings |l

599 Lander Avenue

Lander Crossings

3100 Geer Road

1812 Dianian Drive

2218 W. Main Street

102,000

67,000

n.a.

1,600

209,000

48,703

6,500

29,500

19,225

33,220

101,350

45,000

12,000

n.a.

209,000

48,703

6,500

29,500

19,225

33,220

101,350

57,000

n.a.

1,600

55,000 Gym

n.a.

n.a. Hotel

13

Begin

Construct. Dec.

2009

On Hold

Not Yet
Submitted

Begin
Construction
Fall 2009

On Hold

On Hold

Begin
Construction
Fall 2009

Entitled
November
2008

Complete
Construction
Fall 2009

Entitled March
2009

Entitled
December
2008

Includes a Save-Mart grocery store and ancillary shop space.
Occupies 1/2 of a 18 acre site. Additional acreage in-review for
additional retail development.

Includes a 55,000 sq. ft. gym and assorted general retail.

Anticipated to occupy the 12 acres next to the above project
and will likely include a grocery store and ancillary retail.

Construction of a neighborhood grocery store at 700 W. Main
Street.

Construction of a single use retail building at 3300 Countryside
Drive. Anticipated to include a Sports Authority and
miscellanious shop space.

Development of a 19.29 acre site for commercial/retail use.
Specific users unknown.

Construction of a single commercial building to be occupied by
assorted retail and warehouse users.

Subdivision of six one acre parcels for a highway commercial
center with an 85-unit hotel, retail stores and restaurants.
Specific users unknown.

Construction of a CVS Pharmacy including drive through and
ligour license.

Construction of four commercial shell buildings on 3.26 acres.
To include a bank and assorted shop space.

Construction of a neighborhood shopping center. Phase | is
5.96 acres with a 69,500 sq. ft. building. Phase Il is 2.98 acres
with a 31,850 sq. ft. building. Specific users unknown.

Sources: City of Ceres, 2009; City of Livingston, 2009; City of Modesto, 2009; City of Turlock, 2009; BAE, 2009.



Table 2: Monthly Retail Sales Trends for United States for All Retail and Food Services

In millions of dollars

Year January  February March
2000 $269,085  $272,890  $275,809
2001 $279,352  $279,275  $277,108
2002 $284,383  $286,091  $284,983
2003 $295,975  $291,924  $296,727
2004 $309,510  $311,726  $317,466
2005 $329,969  $332,956  $332,620
2006 $357,885  $354,630  $356,074
2007 $363,236  $364,526  $368,181
2008 $376,262  $373,140  $374,845
2009 $342,017  $343,438  $339,228
Change from Previous Year

Year

2000-2001 3.8% 2.3% 0.5%
2001-2002 1.8% 2.4% 2.8%
2002-2003 4.1% 2.0% 4.1%
2003-2004 4.6% 6.8% 7.0%
2004-2005 6.6% 6.8% 4.8%
2005-2006 8.5% 6.5% 7.1%
2006-2007 1.5% 2.8% 3.4%
2007-2008 3.6% 2.4% 1.8%
2008-2009 -9.1% -8.0% -9.5%
Change from Previous Month

Year

2000 na 1.4% 1.1%
2001 1.1% 0.0% -0.8%
2002 0.0% 0.6% -0.4%
2003 0.7% -1.4% 1.6%
2004 0.7% 0.7% 1.8%
2005 -0.3% 0.9% -0.1%
2006 3.2% -0.9% 0.4%
2007 -0.3% 0.4% 1.0%
2008 0.0% -0.8% 0.5%
2009 1.7% 0.4% -1.2%

April

$271,861
$281,050
$289,263
$295,828
$313,722
$337,766
$357,914
$365,657
$376,009
$338,422

3.4%
2.9%
2.3%
6.0%
7.7%
6.0%
2.2%
2.8%
-10.0%

-1.4%
1.4%
1.5%

-0.3%

-1.2%
1.5%
0.5%

-0.7%
0.3%

-0.2%

May

$271,906
$282,330
$285,428
$296,488
$319,018
$334,529
$355,820
$370,030
$375,912
$339,993

3.8%
1.1%
3.9%
7.6%
4.9%
6.4%
4.0%
1.6%
-9.6%

0.0%
0.5%
-1.3%
0.2%
1.7%
-1.0%
-0.6%
1.2%
0.0%
0.5%

June

$273,556
$281,036
$287,796
$299,837
$315,086
$342,087
$355,588
$366,129
$376,663

2.7%
2.4%
4.2%
5.1%
8.6%
3.9%
3.0%
2.9%

0.6%
-0.5%
0.8%
1.1%
-1.2%
2.3%
-0.1%
-1.1%
0.2%

July

$273,376
$280,394
$291,115
$303,112
$318,489
$346,446
$358,401
$367,715
$373,898

2.6%
3.8%
4.1%
5.1%
8.8%
3.5%
2.6%
1.7%

-0.1%
-0.2%
1.2%
1.1%
1.1%
1.3%
0.8%
0.4%
-0.7%

August September October November December
$273,365  $278,076  $277,583  $276,170  $276,349
$281,946  $276,760  $295,097  $287,275  $284,413
$293,252  $288,844  $290,024  $292,026  $293,966
$307,721  $305,948  $304,777  $308,676  $307,271
$318,629  $324,197  $326,252  $327,876  $331,123
$341,673  $342,185  $343,960 $347,215  $346,817
$359,012  $357,033  $357,950  $359,711  $364,449
$368,282  $372,006  $373,893  $379,767  $376,420
$372,192  $366,555  $355,037  $347,707  $336,438

3.1% -0.5% 6.3% 4.0% 2.9%
4.0% 4.4% -1.7% 1.7% 3.4%
4.9% 5.9% 5.1% 5.7% 4.5%
3.5% 6.0% 7.0% 6.2% 7.8%
7.2% 5.5% 5.4% 5.9% 4.7%
5.1% 4.3% 4.1% 3.6% 5.1%
2.6% 4.2% 4.5% 5.6% 3.3%
1.1% -1.5% -5.0% -8.4% -10.6%
0.0% 1.7% -0.2% -0.5% 0.1%
0.6% -1.8% 6.6% -2.7% -1.0%
0.7% -1.5% 0.4% 0.7% 0.7%
1.5% -0.6% -0.4% 1.3% -0.5%
0.0% 1.7% 0.6% 0.5% 1.0%
-1.4% 0.1% 0.5% 0.9% -0.1%
0.2% -0.6% 0.3% 0.5% 1.3%
0.2% 1.0% 0.5% 1.6% -0.9%
-0.5% -1.5% -3.1% -2.1% -3.2%

Includes Retail and Food Services. In millions of dollars. Dollars not inflation-adjusted. Data adjusted for seasonal and other variations.

Preliminary estimate: April 2009

Prelimary estimates are subject to later adjustment.

Advance estimate: May 2009

Advance estimates are based on early reports obtained from a small sample of firms selected from the larger Monthly Retail Trade Survey (MRTS) sample. All other

estimates are from the MRTS sample.

Source: Monthly Retail Trade Survey, U.S. Census, June 11, 2009 Release.

14



Table 3: Monthly Retail Sales Trends for United States for Retail, Excluding Motor Vehicle and Food Service Sectors

In millions of dollars

Year

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

January

$176,180
$186,920
$189,415
$198,000
$209,934
$225,102
$246,201
$252,087
$264,988
$245,902

Change from Previous Year

Year

2000-2001
2001-2002
2002-2003
2003-2004
2004-2005
2005-2006
2006-2007
2007-2008
2008-2009

Change from Previous Month

Year
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

6.1%
1.3%
4.5%
6.0%
7.2%
9.4%
2.4%
5.1%
-7.2%

na
-0.1%
0.5%
0.9%
1.1%
0.4%
2.6%
0.1%
0.3%
1.4%

Eebruary

$178,843
$186,685
$190,194
$197,261
$210,362
$227,025
$246,449
$253,129
$263,500
$248,464

4.4%
1.9%
3.7%
6.6%
7.9%
8.6%
2.7%
4.1%
-5.7%

1.5%
-0.1%
0.4%
-0.4%
0.2%
0.9%
0.1%
0.4%
-0.6%
1.0%

March

$181,972
$185,022
$190,867
$199,407
$214,693
$227,522
$246,801
$256,230
$265,590
$245,799

1.7%
3.2%
4.5%
7.7%
6.0%
8.5%
3.8%
3.7%
-7.5%

1.7%
-0.9%
0.4%
1.1%
2.1%
0.2%
0.1%
1.2%
0.8%
-1.1%

April

$180,293
$187,794
$193,230
$197,841
$213,454
$230,591
$248,521
$254,202
$268,293
$245,145

4.2%
2.9%
2.4%
7.9%
8.0%
7.8%
2.3%
5.5%
-8.6%

-0.9%
1.5%
1.2%

-0.8%

-0.6%
1.3%
0.7%

-0.8%
1.0%

-0.3%

May

$180,912
$189,090
$192,713
$197,769
$215,727
$229,104
$248,041
$257,802
$269,312
$246,397

4.5%
1.9%
2.6%
9.1%
6.2%
8.3%
3.9%
4.5%
-8.5%

0.3%
0.7%
-0.3%
0.0%
1.1%
-0.6%
-0.2%
1.4%
0.4%
0.5%

June

$181,879
$187,780
$192,737
$200,329
$215,697
$231,519
$247,556
$255,796
$271,801

3.2%
2.6%
3.9%
7.7%
7.3%
6.9%
3.3%
6.3%

0.5%
-0.7%
0.0%
1.3%
0.0%
1.1%
-0.2%
-0.8%
0.9%

July

$182,225
$187,731
$193,179
$202,712
$216,246
$231,802
$248,135
$256,878
$271,778

3.0%
2.9%
4.9%
6.7%
7.2%
7.0%
3.5%
5.8%

0.2%
0.0%
0.2%
1.2%
0.3%
0.1%
0.2%
0.4%
0.0%

August September October November December
$182,751  $185,142  $185,395  $185,627  $187,057
$188,532  $186,339  $187,929  $188,158  $188,472
$193,088  $192,911  $194,845  $196,012  $196,141
$205,000 $205,519  $205,099 $206,897  $207,595
$216,667  $218,502  $221,086  $223,209  $224,173
$235,521  $239,027  $242,136  $240,693  $239,963
$249,776  $247,654  $247,125  $248,367  $251,748
$255,932  $258,170  $258,971  $266,516  $264,099
$268,682  $266,397  $258,658  $252,106  $242,456

3.2% 0.6% 1.4% 1.4% 0.8%
2.4% 3.5% 3.7% 4.2% 4.1%
6.2% 6.5% 5.3% 5.6% 5.8%
5.7% 6.3% 7.8% 7.9% 8.0%
8.7% 9.4% 9.5% 7.8% 7.0%
6.1% 3.6% 2.1% 3.2% 4.9%
2.5% 4.2% 4.8% 7.3% 4.9%
5.0% 3.2% -0.1% -5.4% -8.2%
0.3% 1.3% 0.1% 0.1% 0.8%
0.4% -1.2% 0.9% 0.1% 0.2%
0.0% -0.1% 1.0% 0.6% 0.1%
1.1% 0.3% -0.2% 0.9% 0.3%
0.2% 0.8% 1.2% 1.0% 0.4%
1.6% 1.5% 1.3% -0.6% -0.3%
0.7% -0.8% -0.2% 0.5% 1.4%
-0.4% 0.9% 0.3% 2.9% -0.9%
-1.1% -0.9% -2.9% -2.5% -3.8%

Excludes Motor Vehicle and Food Services Sectors. In millions of dollars. Dollars not inflation-adjusted. Data adjusted for seasonal and other variations.

Preliminary estimate:
Prelimary estimates are subject to later adjustment.

Advance estimate:

April 2009

May 2009
Advance estimates are based on early reports obtained from a small sample of firms selected from the larger Monthly Retail Trade Survey (MRTS) sample. All other

estimates are from the MRTS sample.

Source: Monthly Retail Trade Survey, U.S. Census, June 11, 2009 Release.
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Table 4: Monthly Retail Sales Trends for Food and Beverage Stores in the United States

In millions of dollars
Year

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

Change from Previ

Year

2000-2001
2001-2002
2002-2003
2003-2004
2004-2005
2005-2006
2006-2007
2007-2008
2008-2009

Change from Previous Month

Year
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

January  February March
$32,487 $32,831 $33,210
$34,066 $34,420 $34,426
$35,265 $35,306 $35,358
$35,737 $35,738 $35,694
$36,630 $36,202 $36,692
$38,081 $37,954 $38,133
$38,971 $39,347 $39,260
$40,940 $41,300 $41,071
$43,124 $43,149 $43,492
$43,826 $43,450 $43,591
ous Year
4.9% 4.8% 3.7%
3.5% 2.6% 2.7%
1.3% 1.2% 1.0%
2.5% 1.3% 2.8%
4.0% 4.8% 3.9%
2.3% 3.7% 3.0%
5.1% 5.0% 4.6%
5.3% 4.5% 5.9%
1.6% 0.7% 0.2%
na 1.1% 1.2%
-1.1% 1.0% 0.0%
-0.7% 0.1% 0.1%
1.6% 0.0% -0.1%
1.9% -1.2% 1.4%
0.8% -0.3% 0.5%
-0.5% 1.0% -0.2%
0.3% 0.9% -0.6%
0.4% 0.1% 0.8%
1.5% -0.9% 0.3%

April

$33,631
$34,710
$34,721
$35,725
$36,572
$38,224
$39,402
$41,192
$43,879
$43,543

3.2%
0.0%
2.9%
2.4%
4.5%
3.1%
4.5%
6.5%
-0.8%

1.3%
0.8%
-1.8%
0.1%
-0.3%
0.2%
0.4%
0.3%
0.9%
-0.1%

May

$33,333
$34,846
$34,904
$35,261
$36,695
$38,359
$39,740
$41,382
$43,698
$43,724

4.5%
0.2%
1.0%
4.1%
4.5%
3.6%
4.1%
5.6%
0.1%

-0.9%
0.4%
0.5%

-1.3%
0.3%
0.4%
0.9%
0.5%

-0.4%
0.4%

$33,672
$34,875
$34,882
$35,808
$36,804
$38,418
$39,808
$41,493
$44,058

3.6%
0.0%
2.7%
2.8%
4.4%
3.6%
4.2%
6.2%

1.0%
0.1%
-0.1%
1.6%
0.3%
0.2%
0.2%
0.3%
0.8%

July

$33,547
$34,974
$35,023
$36,113
$36,756
$38,439
$39,864
$41,872
$44,081

4.3%
0.1%
3.1%
1.8%
4.6%
3.7%
5.0%
5.3%

-0.4%
0.3%
0.4%
0.9%

-0.1%
0.1%
0.1%
0.9%
0.1%

August September October November December
$33,623 $33,655 $33,885 $33,834 $34,438
$35,147 $35,298 $35,421 $35,341 $35,529
$34,889 $34,847 $35,051 $35,403 $35,170
$36,096 $36,067 $35,991 $36,031 $35,955
$36,962 $37,315 $37,377 $37,643 $37,773
$38,752 $38,993 $39,078 $39,055 $39,151
$40,170 $39,806 $40,829 $40,498 $40,798
$41,626 $41,973 $42,412 $42,755 $42,949
$44,418 $44,291 $44,164 $44,283 $43,170

4.5% 4.9% 4.5% 4.5% 3.2%
-0.7% -1.3% -1.0% 0.2% -1.0%
3.5% 3.5% 2.7% 1.8% 2.2%
2.4% 3.5% 3.9% 4.5% 5.1%
4.8% 4.5% 4.6% 3.8% 3.6%
3.7% 2.1% 4.5% 3.7% 4.2%
3.6% 5.4% 3.9% 5.6% 5.3%
6.7% 5.5% 4.1% 3.6% 0.5%
0.2% 0.1% 0.7% -0.2% 1.8%
0.5% 0.4% 0.3% -0.2% 0.5%
-0.4% -0.1% 0.6% 1.0% -0.7%
0.0% -0.1% -0.2% 0.1% -0.2%
0.6% 1.0% 0.2% 0.7% 0.3%
0.8% 0.6% 0.2% -0.1% 0.2%
0.8% -0.9% 2.6% -0.8% 0.7%
-0.6% 0.8% 1.0% 0.8% 0.5%
0.8% -0.3% -0.3% 0.3% -2.5%

Includes all Food and Beverage Stores. In millions of dollars.

Preliminary estimate:
Prelimary estimates are subject to later adjustment.

Advance estimate:

April 2009

May 2009
Advance estimates are based on early reports obtained from a small sample of firms selected from the larger Monthly Retail Trade Survey (MRTS) sample. All other

estimates are from the MRTS sample.

Source: Monthly Retail Trade Survey, U.S. Census, June 11, 2009 Release.
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Table 5: Monthly Retail Sales Trends for General Merchandise Stores in the United States

In millions of dollars

Year January  FEebruary March April May June July August September October November December
2000 $32,302 $32,580 $33,025 $32,864 $33,435 $33,400 $33,590 $33,821 $34,191 $34,266 $34,385 $34,756
2001 $35,679 $34,603 $34,193 $35,307 $35,223 $35,127 $35,731 $35,851 $35,825 $36,212 $36,681 $37,098
2002 $36,838 $36,997 $37,140 $37,457 $37,082 $37,424 $37,139 $37,224 $37,086 $37,823 $37,732 $37,732
2003 $37,723 $38,061 $38,389 $38,240 $38,530 $38,839 $39,420 $40,001 $39,975 $39,629 $39,903 $40,096
2004 $40,509 $40,534 $41,116 $40,668 $41,321 $40,767 $41,229 $41,270 $41,468 $41,998 $42,130 $42,535
2005 $42,448 $42,984 $42,823 $43,480 $43,268 $43,948 $43,734 $43,943 $44,073 $45,011 $44,890 $44,686
2006 $45,522 $45,645 $45,380 $46,111 $45,593 $45,626 $45,653 $45,893 $46,619 $46,624 $46,486 $47,370
2007 $47,970 $47,344 $48,341 $47,550 $47,593 $47,628 $47,972 $48,189 $48,221 $48,473 $48,841 $49,289
2008 $49,090 $49,227 $49,442 $49,746 $50,368 $50,250 $50,262 $49,971 $49,596 $49,392 $50,048 $49,030
2009 $49,683 $50,122 $49,722 $49,620 $49,515

Change from Previous Year

Year

2000-2001 10.5% 6.2% 3.5% 7.4% 5.3% 5.2% 6.4% 6.0% 4.8% 5.7% 6.7% 6.7%
2001-2002 3.2% 6.9% 8.6% 6.1% 5.3% 6.5% 3.9% 3.8% 3.5% 4.4% 2.9% 1.7%
2002-2003 2.4% 2.9% 3.4% 2.1% 3.9% 3.8% 6.1% 7.5% 7.8% 4.8% 5.8% 6.3%
2003-2004 7.4% 6.5% 7.1% 6.3% 7.2% 5.0% 4.6% 3.2% 3.7% 6.0% 5.6% 6.1%
2004-2005 4.8% 6.0% 4.2% 6.9% 4.7% 7.8% 6.1% 6.5% 6.3% 7.2% 6.6% 5.1%
2005-2006 7.2% 6.2% 6.0% 6.1% 5.4% 3.8% 4.4% 4.4% 5.8% 3.6% 3.6% 6.0%
2006-2007 5.4% 3.7% 6.5% 3.1% 4.4% 4.4% 5.1% 5.0% 3.4% 4.0% 5.1% 4.1%
2007-2008 2.3% 4.0% 2.3% 4.6% 5.8% 5.5% 4.8% 3.7% 2.9% 1.9% 2.5% -0.5%
2008-2009 1.2% 1.8% 0.6% -0.3% -1.7%

Change from Previous Month

Year

2000 na 0.9% 1.4% -0.5% 1.7% -0.1% 0.6% 0.7% 1.1% 0.2% 0.3% 1.1%
2001 2.7% -3.0% -1.2% 3.3% -0.2% -0.3% 1.7% 0.3% -0.1% 1.1% 1.3% 1.1%
2002 -0.7% 0.4% 0.4% 0.9% -1.0% 0.9% -0.8% 0.2% -0.4% 2.0% -0.2% 0.0%
2003 0.0% 0.9% 0.9% -0.4% 0.8% 0.8% 1.5% 1.5% -0.1% -0.9% 0.7% 0.5%
2004 1.0% 0.1% 1.4% -1.1% 1.6% -1.3% 1.1% 0.1% 0.5% 1.3% 0.3% 1.0%
2005 -0.2% 1.3% -0.4% 1.5% -0.5% 1.6% -0.5% 0.5% 0.3% 2.1% -0.3% -0.5%
2006 1.9% 0.3% -0.6% 1.6% -1.1% 0.1% 0.1% 0.5% 1.6% 0.0% -0.3% 1.9%
2007 1.3% -1.3% 2.1% -1.6% 0.1% 0.1% 0.7% 0.5% 0.1% 0.5% 0.8% 0.9%
2008 -0.4% 0.3% 0.4% 0.6% 1.3% -0.2% 0.0% -0.6% -0.8% -0.4% 1.3% -2.0%
2009 1.3% 0.9% -0.8% -0.2% -0.2%

Includes all General Merchandise Stores. In millions of dollars. Dollars not inflation-adjusted. Data adjusted for seasonal and other variations.

Preliminary estimate: April 2009
Prelimary estimates are subject to later adjustment.

Advance estimate: May 2009
Advance estimates are based on early reports obtained from a small sample of firms selected from the larger Monthly Retail Trade Survey (MRTS) sample. All other
estimates are from the MRTS sample.

Source: Monthly Retail Trade Survey, U.S. Census, June 11, 2009 Release.
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Table 6: Unemployment and Labor Force Trends in Civilian Labor Force

City of Ceres City of Modesto
Unem- Unem-

Labor Employ- Unemploy- ployment Labor Employ- Unemploy- ployment

Force ment ment Rate Force ment ment Rate
2000 16,000 14,400 1,600 9.9% 90,300 84,300 6,000 6.6%
2001 16,500 14,800 1,700 10.6% 93,100 86,400 6,600 7.1%
2002 17,100 15,000 2,100 12.2% 95,500 87,600 7,900 8.3%
2003 17,300 15,200 2,200 12.4% 96,800 88,600 8,200 8.5%
2004 17,400 15,400 2,000 11.7% 97,400 89,700 7,700 7.9%
2005 17,600 15,700 1,900 10.7% 99,000 91,800 7,200 7.2%
2006 17,500 15,700 1,800 10.1% 98,500 91,800 6,700 6.8%
2007 17,700 15,800 1,900 11.0% 99,500 92,100 7,400 7.4%
2008 18,300 15,700 2,600 14.0% 101,600 91,900 9,700 9.6%
April
2009 19,100 15,100 4,000 20.8% 103,400 88,400 15,100 14.6%
Change, 2000-2008
Number 1,500 1,300 200 n/a 8,200 7,500 700 n/a
Percent 9.4% 9.0% 12.5% n/a 9.1% 8.9% 11.7% n/a

City of Turlock Stanislaus County
Unem- Unem-

Labor Employ- Unemploy- ployment Labor Employ- Unemploy- ployment

Force ment ment Rate Force ment ment Rate
2000 25,800 14,400 1,500 5.8% 207,700 191,500 16,200 7.8%
2001 26,500 14,800 1,700 6.2% 214,300 196,400 17,900 8.3%
2002 27,200 15,000 2,000 7.3% 220,300 199,000 21,300 9.7%
2003 27,600 15,200 2,000 7.4% 223,400 201,300 22,100 9.9%
2004 27,700 15,400 1,900 6.9% 224,600 203,800 20,800 9.2%
2005 28,200 15,700 1,800 6.3% 227,900 208,600 19,300 8.5%
2006 28,100 15,700 1,700 5.9% 226,600 208,500 18,000 8.0%
2007 28,400 15,800 1,800 6.5% 229,300 209,400 19,900 8.7%
2008 28,900 15,700 2,400 8.4% 235,000 208,800 26,200 11.1%
April
2009 29,200 25,400 3,800 12.9% 241,300 200,800 40,600 16.8%
Change, 2000-2008
Number 2,300 1,300 200 n/a 18,900 17,000 1,800 n/a
Percent 8.9% 9.0% 13.3% n/a 9.1% 8.9% 11.1% n/a
Notes:

Civilian Labor Force refers to workers by place of residence. Sum may not equal parts due to independent

rounding. Data represent annual averages of monthly employment data. Uses March 2009 Benchmark, which may
lead to adjustment for previously published data using older benchmarks. April 2009 numbers are preliminary and

may be revised.

Sources: California Employment Development Department; BAE, 2009.
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Resident Income

Household and personal income and the resulting consumer buying power are key indicators of
the potential for additional retail development. Ceres, its Periphery, and Stanislaus County all
have estimated median annual household income levels near the overall state figure of $47,945,

with the Periphery lowest at $45,229 and
Ceres highest at $48,915 (see Table 4).
Because of variations in household size,
however, these similar figures for
households mask substantial differences
in per capita income. State annual per
capita income is $22,711, while the
county’s is $20,040, with Ceres at only
$17,157 and the Ceres Periphery well
below these figures at $12,511. These
lower income levels may somewhat
constrain per capita retail spending
potential in the Trade Area.

Household Tenure

As shown in Table 4, the households in all
these geographies are predominantly
owner households, perhaps reflective of
the similar household income levels
discussed above. Two-thirds of Ceres
households are owners, and over 60
percent of households in the Periphery and
Countywide are owners. In comparison, a
slightly lower 57.5 percent of California’s
households are owners.

Labor Force Trends

Ceres and Stanislaus County have shown
steady growth in overall employment

Table 4: Income, 2007

Median
Household Per Capita
Area Income Income
City of Ceres $48,915 $17,157
Ceres Periphery (a) $45,229 $12,511
Stanislaus County $48,029 $20,040
California $47,945 $22,711

(a) See Table 2 for a definition of this area.

Sources: Claritas, 2007; BAE, 2007.

Table 5: Owner and Renter Occupancy, 2007
2007
City of Ceres
Owner Households 67.0%
Renter Households 33.0%
Ceres Periphery (a)
Owner Households 63.4%
Renter Households 36.6%
Stanislaus County
Owner Households 62.8%
Renter Households 37.2%
California
Owner Households 57.5%
Renter Households 42.5%
(a) See Table 2 for a definition of this area.
Sources: Claritas 2007; BAE, 2007.

since 2000, reflecting the overall population growth in the Central Valley. The City had 15,700
employed residents in 2006, and the County had 209,000. Despite this growth in employment,
however, unemployment rates are still higher than in 2000 although they have declined from their
peaks in 2003; Ceres in particular has a relatively high rate, at 10.1 percent in 2006, compared to
the County rate of 8.0 and the statewide rate of 4.9 percent. These higher local rates are likely
reflective of the seasonal nature of the Central Valley’s economy with a strong agricultural
component, and may have an impact on consumer confidence and retail spending.



Figure 2: Employed Residents and Unemployment Rate
Ceres g
" 20,000 20%
< =
g 16000 T o e 2p——w—m—8—a 16% 2
o €
7 % 3
& 12,000 M——O\.\‘\‘ T12% &
° 0 £
© 8000 t +8% ¢
o =]
S 4,000 1 1+ 4% g
g (0]
w kel
1 1 1 1 1 1 0% 2
Q ~ '\ o) ¥ © © o4
QS Q Q Q QS Q QS
¥ ¥ & ¥ & & @
Stanislaus County
Q
250,000 20% 3
2 =
§ 200000 | g—m—m—m—8—8—8 _ 5 T
2 =
& 150,000 - L1206 B
o 100,000 + r 8% 3
o
S 50,000 - A% 2
c
L @
- | | | | | | 0% 2
Q Yy Qv it ¥ o © &
S Q Q o Q QS QS
§ & & & & & 9
—l— Employment —&— Unemployment Rate
Data presented are for residents of the area by place of residence, not
workers by place of work. Data are based on annual averages. For detailed
data, see Appendix B.
Sources: California Employment Development Department; BAE, 2007.

Commuter Flows

Workers coming into a market area represent an additional source of demand for retail purchases;
residents commuting out of a market area represent a potential loss of retail demand as those
workers make some of their purchase near their place of work rather than near their residence.
The analysis here looks at commuter flows in and out of Ceres and the Periphery combined, as
shown in Table 6. The combined areas show a net outflow of commuters in 2000; the
Ceres/Periphery area had 21,734 working residents but only 14,787 persons working in the area.
There is considerable inflow and outflow, as less than 20 percent of the working residents work in
Ceres or the Periphery Area, and nearly two thirds of the Ceres/Periphery workers came from
outside the area. Thus the commuter flow data indicate the potential for a net loss of retail
expenditures due to worker expenditures near their place of work.
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Table 6: Commuter Flows, 2000

Ceres and Periphery Residents by Place of Work

Place of Work Number Percent
Ceres and Periphery 4,086 18.8%
Elsewhere in Stanislaus County 12,974 59.7%
Elsewhere in California 4,608 21.2%
Outside of California 66 0.3%
GRAND TOTAL 21,734 100.0%
Residents Commuting out of Area 17,648 81.2%
Ceres and Periphery Workers by Place of Residence

Place of Residence Number Percent
Ceres and Periphery 5,010 33.9%
Elsewhere in Stanislaus County 8,069 54.6%
Elsewhere in California 1,670 11.3%
Outside of California 38 0.3%
GRAND TOTAL 14,787 100.0%
Workers Commuting into Area 9,777 66.1%

Source: Census Transportation Planning Package, 2000; BAE, 2007.
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RETAIL SALES ANALYSIS

This section examines retail trends in Ceres (the Primary Trade Area), and Stanislaus County
(less Ceres, the Secondary Trade Area). For comparative purposes, data from California are also
presented, along with data from Modesto and Turlock, the major retail nodes to the north and
south of Ceres. To the extent possible with extremely limited data, retail sales in the Ceres
Periphery are also considered. The analysis presents an overview of retail sales in Ceres, and
then focuses on the major retail categories, with special attention to the key categories of food
and general merchandise competitive with the proposed Supercenter. A leakage analysis is
undertaken to identify the relative strength of major retail sectors in the Primary Trade Area, in
comparison to each other and to the state overall. Major individual competitors in the Primary
Trade Area are identified in the key categories of supermarkets and general merchandise stores.

Overall Retail Sales

Over the last decade, total estimated annual retail sales’ in Ceres have grown considerably, from
approximately $310 million” in 1996 to $485 million in the most recently reported annual period4
(see Figures 3a and 3b). This 56 percent inflation-adjusted growth is greater than the 31 percent
growth in population during the same period. Growth was also strong in Stanislaus County
overall, with total retail sales increasing 52 percent from approximately $4.2 billion to $6.4
billion over the same time period as population only increased 23 percent. By comparison,
statewide total retail sales increased by 38 percent as population increased only 17 percent from
1996 through the most recently reported annual period.

Relatively speaking, Modesto showed slower growth over the same period, with retail sales
increasing only 27 percent as population increased 17 percent, but Turlock showed a 105 percent
increase in retail sales as its population increased by only 34 percent.

These data indicate increased consumer buying power throughout the County, and a very
competitive regional retail market. As the largest city, Modesto has the most mature region-
serving retail mix, but its share of countywide retail sales declined from 54 percent in 1996 to 45
percent in the most recent four quarters, more in line with its population share of 41 percent.
Ceres’ share of county retail sales was relatively unchanged over the period at between seven and
eight percent, slightly below its population share of approximately eight percent.

“In California, the State Board of Equalization provides retail sales data by store type for most counties and
cities. This is the most up-to-date and reliable source available, but it only includes taxable sales. Most
food items, prescription drugs, and certain other items are exempt from sales tax, so the reported taxable
sales data exclude these non-taxable sales. Sales have been adjusted to account for taxable items. See
Appendix C for details.

* All sales presented in constant 2006 dollars unless otherwise noted.

g Quarter 2005 through 3" Quarter 2006 was the most recent data available at the time of BAE’s
analysis.
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Figure 3a: Retail Sales and Population, 1996-2006
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see Appendix C.

Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 1990 and 2000 U.S. Census;
1992, 1997, and 2002 Census of Retail Trade; State Department of Finance; State Division of Labor
Statistics and Research; Bay Area Economics, 2007.
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Figure 3b: Retail Sales and Population, 1996-2006
$3,500,000 350,000
$3,000,000 - 300,000
a c
‘i; $2,500,000 - 250,000 &
N~ =
T8  $2,000,000 - 200,000 &
0 & o
X o o
28  $1,500,000 L 150,000 £
n N 7]
[ Q
g g
s $1,000,000 1 100,000 =
$500,000 + 50,000
$0 : : : : : : : : : : 0
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 4QO05-
3Q06
$1,200,000 120,000
$1,000,000 -+ 100,000
E c
© $800,000 1 80,000 2
Y 8
E 8 2
g © $600,000 + 60,000 &
o
X o B 4
g8 8
= $400,000 + 40,000 =
=) =}
~ [
$200,000 + 20,000
$0 : : : : : : : : : : 0
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 4Q05-
3Q06
—<0— Total Taxable Retail Sales —a&— Population ‘
Notes: Population data from State Department of Finance. May vary from other sources. Taxable
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see Appendix C.
Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 1990 and 2000 U.S. Census;
1992, 1997, and 2002 Census of Retail Trade; State Department of Finance; State Division of Labor
Statistics and Research; Bay Area Economics, 2007.

Overall 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 larger benchmark area 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 4 and Table 7, Ceres
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has annual per capital retail sales slightly below the County, and the State. For Ceres in the most
recent annual data period, per capita sales are estimated at $11,550 compared to $12,438 for
Stanislaus County and $12,231 for California. Neighboring Modesto and Turlock both
outperform the County, with per capita annual sales of $13,839 and $15,553, respectively. All
geographies show rising per capita sales since 1996, but much of the increase was in the late
1990s, with declines in the most recent year. Trends for Ceres mirror those for the County and
the State, while Modesto has shown less growth, and Turlock has shown substantial gains in per
capita sales. This is likely a reflection of the number of major retailers that have opened outlets
in Turlock in recent years; because of its location at the south end of Stanislaus County, the city
may be capturing substantial sales from Merced County to the south.

Figure 4: Comparative Analysis, Per Capita Total Retail Sales
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Notes: Population data from State Department of Finance. May vary from other sources. Taxable retail
sales data have been adjusted for nontaxable items. All sales shown in 2006 dollars. For details, see
Appendix C.

Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 1990 and 2000 U.S. Census;
1992, 1997, and 2002 Census of Retail Trade; State Department of Finance; State Division of Labor
Statistics and Research; Bay Area Economics, 2007.

Considered in combination with the overall sales data, the per capita data indicate that Ceres is
“holding its own” within the Stanislaus County retail market, as long-term retail sales have
trended upward due to a combination of population growth and increases in per capita
expenditures. While Modesto has slipped somewhat as a regional destination, and Turlock has
gained strength, trends for Ceres seem to mirror the County overall. Based on per capita sales
alone, Ceres still lags behind the County and the two larger cities, indicating that the City may be
losing sales to these larger neighbors as its residents seek shopping opportunities not found in
Ceres itself. For example, shoppers wishing to frequent a membership warehouse would have to
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travel to either Modesto or Turlock, and those wishing to shop at a traditional regional mall
would have to go to Modesto. The lower per capita sales levels in Ceres may also be a reflection
of lower per capita incomes in the City and its Periphery.

Table 7: Comparative Total Retail Sales, 4th Quarter 2005-3rd Quarter 2006

Stanislaus
Sales in 2006 $000 (a) (b) Ceres Modesto Turlock County California
Apparel Stores $4,489 $165,661 $34,653 $220,866 $19,444,226
General Merchandise Stores (c) $135,252 $742,106 $312,546 | $1,327,273 $78,024,129
Food Stores (c) $103,863 $508,175 $154,943 | $1,055,133 $69,397,546
Eating and Drinking Places $39,857 $276,434 $92,735 $502,798 $48,524,509
Home Furnishings and Appliances $1,825 $128,671 $27,134 $200,570 $17,550,306
Building Materials and Farm Implements $75,162 $221,027 $122,532 $701,519 $40,608,455
Auto Dealers and Auto Supplies $39,551 $220,291 $140,329 | $1,011,947 $71,589,663
Service Stations $53,672 $173,359 $90,191 $546,035 $43,571,754
Other Retail Stores $31,391 $459,085 $78,745 $820,204 $66,206,342
Retail Stores Total $485,062 | $2,894,809 | $1,053,807 | $6,386,345 | $454,916,929
Key Other Retail Categories (d) $112,867 $974,444 $263,064  $1,943,159 $143,809,329
Stanislaus
Sales per Capita in 2006 $ (e) Ceres Modesto Turlock County California
Apparel Stores $107 $792 $511 $430 $523
General Merchandise Stores (c) $3,221 $3,548 $4,613 $2,585 $2,098
Food Stores (c) $2,473 $2,429 $2,287 $2,055 $1,866
Eating and Drinking Places $949 $1,322 $1,369 $979 $1,305
Home Furnishings and Appliances $43 $615 $400 $391 $472
Building Materials and Farm Implements $1,790 $1,057 $1,808 $1,366 $1,092
Auto Dealers and Auto Supplies $942 $1,053 $2,071 $1,971 $1,925
Service Stations $1,278 $829 $1,331 $1,063 $1,171
Other Retail Stores $747 $2,195 $1,162 $1,597 $1,780
Retail Stores Total $11,550 $13,839 $15,553 $12,438 $12,231
Key Other Retail Categories (d) $2,688 $4,659 $3,882 $3,785 $3,866
Population (f) 41,997 209,174 67,757 513,441 37,195,240

Notes:

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

(b) A "#"sign indicates data supressed to preserve confidentiality due to four or fewer outlets or sales of more than
80% of the category in one store. Suppressed sales have been combined with Other Retail Stores.

(c) General merchandise sales and food store sales have been adjusted from taxable sales to take into account non
taxable sales. For detail on adjustments, see Appendices C,D, & E.

(d) Includes additional categories unspecified in the site plan that might include outlets suitable for the Proposed
Project. Includes apparel, home furnishings and appliances, building materials and farm implements, and other retail
stores.

(e) Per capita sales calculated based on State Board of Equalization reported sales and annual Department of Finance
population estimates benchmarked to the decennial Census.

(f) Population from DOF Report E-5 for 2007. Uses Jan 1, 2006 number.

Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 1990 and 2000 U.S. Census;
1992, 1997, and 2002 Census of Retail Trade; State Department of Finance; State Division of Labor
Statistics and Research; Bay Area Economics, 2007.
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Food Stores

The Proposed Project’s Supercenter would include the equivalent of a full-service supermarket,
which would be directly competitive with food stores now serving the Trade Area. As shown in
Table 7 above, Ceres has total estimated food store sales of $103.9 million, and estimated annual
per capita food store sales in the most recent annual periods of $2,473, much higher than the
statewide figure of $1,866. With estimated annual per capita sales of $2,055, Stanislaus County
shoppers are also spending more in food stores on a per capita basis than statewide; Ceres,
Modesto and Turlock also have levels above the state and the county, indicating all three cities
may be attracting shoppers from unincorporated areas or other areas within and outside Stanislaus
County, but near to each of the cities. Ceres in particular may be attracting shoppers from the
Periphery area, which has limited retail outlets. Because food stores are primarily convenience-
oriented, they are probably not attracting large numbers of shoppers from other population nodes
farther away.

Over the last decade, inflation-adjusted food store sales in Ceres have been relatively constant,
with some fluctuations from year to year but no discernable upward or downward trend (see
Appendix C for details). This is also true of Modesto and the County, while Turlock has
increased per capita food store sales gradually toward the levels of Ceres and Modesto. This
increase has happened despite the fact that the proportion of taxable items sold in food stores is
declining in Turlock (see Appendix D) as other types of retail outlets have increased their
presence in the city.

General Merchandise Stores

Taking into account nontaxable items, BAE estimates that sales in this category for the most
recent published annual period are approximately $135 million. The existing Wal-Mart store is
the largest store in this category in the City, with extremely strong sales indicated by site visits
and available data. For the County as a whole, annual sales for the same period are estimated at
$1.3 billion, with slightly more than half of that being in Modesto. On a per capita basis, Ceres
has annual general merchandise store sales of $3,221, higher than the County’s at $2,585, but
lower than Modesto ($3,548) or Turlock ($4,613). In comparison, statewide annual per capita
sales in this category are only $2,098. Turlock’s high level of per capita sales may be due to the
presence of several large general merchandise retailers including Target, Costco, and Wal-Mart,
which attract shoppers from beyond Stanislaus County, or from other areas of southern Stanislaus
County itself.

Eating and Drinking Places
Another major retail type specifically called out in the site plan is restaurants, with one pad

designated for fast food and other pads and spaces suitable for restaurants. Ceres’ most recent
reported annual sales in this category are slightly below $40 million. On an annual per capita

* Most recent published data are from 4" Quarter 2005 through 3" Quarter 2006.
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basis, Ceres, with sales of $949, lags behind Modesto ($1,322) and Turlock ($1,369) and even
behind the County overall ($979). Statewide annual per capita sales are $1,305.

Other Key Retail Categories

The Proposed Project includes 109,590 square feet of unspecified retail/service space. For the
combined other retail categories that might occupy this space (see Table 7), the Trade Area shows
per capita sales well below Modesto, Turlock, and Stanislaus County, indicating a lack of
shopping opportunities in these store categories and the likelihood that Ceres residents are
venturing to Modesto, Turlock, and other places to shop in these types of stores, which include
apparel, home furnishings and appliances, building materials, and specialty retail outlets. Per
capita annual retail store sales for the combined various retail categories are $2,688, well below
the $4,659 for Modesto, $3,882 for Turlock, and $3,785 for Stanislaus County. Total annual
retail sales in this combined set of categories are slightly less than $113 million, only about 12
percent of Modesto’s sales based on about one-fifth of the population.

Retail Sales in the Ceres Periphery

As noted in the discussion defining the Trade Areas, the incorporated City of Ceres is surrounded
by additional urbanized areas. To the north and east of Ceres but south of the Tuolumne River is
a patchwork of areas, some parts being incorporated Modesto and some being unincorporated.
To the south is the unincorporated community of Keyes, which is closer to the Proposed Project
than much of Ceres itself. These areas represent an additional source of potential shoppers not
included in the Primary Trade Area (the City of Ceres); there are nearly 38,000 residents in the
Periphery, compared to approximately 42,000 in Ceres itself. However, these areas also include
additional retail outlets, so the Periphery does not merely represent additional demand for retail,
but also supply. Unfortunately, published taxable sales data from government sources (the State
Board of Equalization and the U.S. Census of Retail Trade) do not provide retail sales data for the
Periphery.

While the sales in this Periphery area are probably somewhat limited, there is a retail strip along
Crow’s Landing Road, between Whitmore Avenue on the south and State Route 99 on the north,
that includes a number of scattered strip centers with outlets catering largely to a Latino clientele.
There are two relatively small supermarkets, La Perla Tapatia and Mi Pueblo Market, and one
small pharmacy, along with a variety of other stores. While the Periphery has been excluded
from the Primary Trade Area for analytical reasons, these retail concentrations must be taken into
account in considering the impacts of Mitchell Ranch.

As noted above, measuring retail sales in this area accurately is extremely problematic. While
various sources give estimates of retail employees and/or sales specific to the Periphery, these

* The Census Transportation Planning Package gives estimates of retail workers for small geographies, to
which can be applied sales per worker assumptions; however, the collection procedures for location of
work, and the difficulties in placing workers in the correct city in this area makes these estimates suspect.
Because of similar problems, business site-based estimates from Claritas or other private vendors are
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estimates are suspect for a variety of reasons, especially with respect to whether workers or
businesses are being placed properly within or outside Ceres. Perhaps the most serious problem
is that much of the retail on East Hatch and in the City of Ceres (e.g., Kmart, Home Depot) has a
Modesto Zip Code and address. The estimates obtained using employment and sales totals would
indicate retail sales of upwards of $150 million to $200 million, or one-third to one-half of those
in the City of Ceres. An area tour indicates a far lower level of sales based on the limited number
of stores found. BAE obtained store-by-store sales estimates for food stores and drug stores for
the entire county,7 and for the Periphery these two store types appear to be account for between
$20 million to $25 million in annual sales. The area tour indicated that food stores are probably
the most prevalent store type in the Periphery, and represent some of the largest outlets. Thus
estimates of total annual retail sales in the Periphery of $150 million or more are almost certainly
overstated.

Leakage Analysis and Demand for New Retail Space in the Trade Area

Overview of Methodology

Retail leakage analysis compares actual retail sales in an area with some benchmark that provides
a measure of the potential sales generated by that area's residents. If sales levels are below the
predicted level, the area may be able to support increased sales. This increase in sales could take
the form of increased sales in existing outlets or in new outlets.

A lower-than-predicted sales volume implies that consumers are traveling outside the area to
shop; thus, sales would be “leaking” out of the study area. Conversely, if the area shows more
sales than would be expected from the area's characteristics, there would be sales “injections” into
the study area. Often, an injection of sales indicates that the study area is serving as the regional
shopping destination for a broader area. On the other hand, if an area shows substantial leakage,
it may be due to the presence of a region-serving retail node outside the study area capturing
those “leaked” sales. In such a case, the study area itself may not have sufficient population to
support region-serving retail, so those sales cannot expect to be captured within the study area.

There are a number of factors that can be used to predict sales levels, with the two most important
factors being the number of persons in the area and the disposable income available to that
population. Additional factors influencing retail spending in an area include household type, age
of population, number of workers in the area (i.e., daytime population), tourism expenditures,
tenure patterns (owner vs. renter), and cultural factors.

To develop a benchmark, BAE has taken the approach of combining retail sales data for a group
of Central Valley counties ranging from San Joaquin down to Kern County, these counties as a
group are similar to Ceres with respect to per capita income, median household income, and
household size. In addition, they represent a large geography where the market is for the most

problematic. There are data on retail workers by Zip Code, but the Periphery is not well-defined by its Zip
Codes, which extend into Ceres and Modesto north of the river.
7

Trade Dimensions Retail Site Database, Retailer Performance Report.

19



part self-contained and not subject to major leakages of sales. The selected counties making up
the Combined Benchmark Area and detail on retail sales by county are shown in Appendix F.

Trade Area Sales Potential at Project Opening

Using the most recent published annual taxable sales data (adjusted to take into account non-
taxable sales) as a baseline, BAE has estimated the leakage of retail sales from the Primary Trade
Area (PTA) for the baseline year of 2009. The results of this analysis are shown in Table 8. For
2009, under baseline conditions (without the Proposed Project in place and with the existing Wal-
Mart still open), the PTA shows estimated net injections totaling approximately $18.1 million
dollars.” This is three percent of the total estimated sales of $512 million, indicating that overall
the Ceres retail market appears relatively balanced; however, there are significant leakages and
injections by category.

For the key store categories of general merchandise, food, and eating and drinking places, Ceres
shows substantial injections. For general merchandise stores, in 2009 Ceres is capturing $45.3
million in sales, or nearly one-third of the estimated total (based on existing per capita
expenditures) for the category. For food stores the capture is $30.8 million, or 28 percent of the
total for the category. The capture for eating and drinking places is negligible, only $1.4 million
or three percent of the total estimated based on existing trends.

There are leakages in apparel, home furnishings and appliances, automotive (excluding service
stations), and other retail outlets. Ceres is extremely under-retailed in all of these categories, with
leakages by category ranging from just below 50 percent upwards to 86 percent of potential sales.

While the injections of sales in several major store categories seems counterintuitive in light of
Modesto’s position as a region-serving retail center with many more retail options than Ceres, the
attraction of sales to Ceres is likely due to the surrounding Periphery population, which is
underserved, and the proximity of some other parts of Modesto to region-serving retail outlets in
Ceres. In particular, the existing Ceres Wal-Mart is closer to and more convenient for many
Modesto residents via Mitchell Road than the Modesto Wal-Mart or other region-serving retail in
Modesto, which tends to be concentrated on State Highway 99 in the western portion of Modesto.
In fact, while Ceres is showing a surplus in sales in this overall category relative to its population,
this is due to its discount general merchandise stores; Ceres has no traditional major department
stores such as those found in region-serving malls, and does not have a warehouse club store such
as Costco or Sam’s Club. Thus, while a large number of shoppers from the Periphery and
Modesto may be coming to Ceres to shop at its discount outlets, Ceres shoppers in turn are likely
venturing to Modesto, Turlock, and beyond, to shop at the other types of general merchandise
stores.

Other retail outlets in Ceres, such as Raley’s, Home Depot, or Food 4 Less, are close enough to
much of Modesto that they are also convenient to some Modesto shoppers who may prefer these
stores. Since Modesto is a much larger city, even if a small proportion of Modesto shoppers go to

* This estimate assumes that under baseline conditions, Trade Area shoppers will continue to buy at retail
outlets in the future as they do now on a per capita basis.
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stores in Ceres, it can lead to Ceres capturing substantial additional sales beyond what its own
smaller population can support. It is noteworthy that the categories where Ceres is showing
leakages of sales are more specialized outlet types (apparel, home furnishings and appliances,

automotive, and other retail) that have a limited number of outlets in Ceres. For example, Ceres

has only one new-vehicle dealer.

Table 8: Leakage Analysis

Per Capita Estimated 2007
Retail Sales Retail Sales

2006 $ (a) 2006 $ (b)

Primary Benchmark Estimated

Store Category Trade Area Area Sales
Apparel Stores $107 $324 $4,510,485
General Merchandise Stores $3,221 $2,199| $135,899,681
Food Stores $2,473 $1,778 $104,359,855
Eating and Drinking Places $949 $917 $40,047,758
Home Furnishings and Appliances $43 $305 $1,833,735
Building Materials and Farm Implements $1,790 $1,232 $75,521,730
Auto Dealers and Auto Supplies $942 $1,851 $39,740,293
Seniice Stations $1,278 $1,110 $53,928,877
Other Retail Stores $747 $1,453 $31,541,239
Total $11,550 $11,169 $487,383,653
Estimated 2009
Retail Sales
2006 $ (b)

Estimated Potential Injection/

Store Category Sales Sales (Leakage)
Apparel Stores $4,736,554 |  $14,372,240 ($9,635,686)
General Merchandise Stores $142,711,090 $97,428,297 $45,282,793
Food Stores $109,590,461 $78,809,518 $30,780,943
Eating and Drinking Places $42,054,986 $40,647,784 $1,407,202
Home Furnishings and Appliances $1,925,643 $13,520,651 ($11,595,008)
Building Materials and Farm Implements $79,306,943 $54,586,947 $24,719,997
Auto Dealers and Auto Supplies $41,732,111 $82,015,172 ($40,283,061)
Senice Stations $56,631,839 $49,186,022 $7,445,817
Other Retail Stores $33,122,113 $64,370,897 ($31,248,783)
Total $511,811,740 $494,937,526 $16,874,213

Notes:
The Primary Trade Area is defined as the City of Ceres, as shown in Figure 1.
(a) From Table 7 and Appendix F.
(b) Estimated sales based on baseline Primary Trade Area per capita sales times population from Table 2.
Potential sales based on Benchmark Area sales times Trade Area population for stated year.
2007 PTA Population: 42,198
2009 PTA Population: 44,313

Benchmark Area per capita sales have been assumed as a baseline against which to compare the Primary Trade
Area. Sales assumed to be "leaking" from the Trade Area if that area has per capita sales below benchmark
sales.

Source: Bay Area Economics 2007, based on information from the CA State Board of Equalization, U.S. Bureau
of Labor Statistics, State Division of Labor Statistics and Research; 2000 U.S. Census, State Department of
Finance, Claritas, and 2002 Economic Census.
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Inventory of Competitive Retail

The Proposed Project’s known retail components include the Supercenter and at least one
restaurant. The Supercenter component includes space equivalent in function and layout to a
supermarket, so this store will be directly competitive with other full-service supermarkets. The
Supercenter’s general merchandise component will be most directly competitive with the other
similar general merchandise stores. The restaurant space will be competitive with other eating
and drinking places. The tenant mix for the remainder of the center is unknown at this time.

The area of potential significant impact is largely assumed to be Ceres itself, along with major
competitors in the Periphery; while a Supercenter in particular is likely to attract some customers
from beyond these areas because of the lack of similar superstores in the adjacent cities, the
impacts will be diffused among a large number of outlets in those cities, and it would not be
possible to state with any degree of certainty that the impacts would lead to store closure and thus

to urban decay.

To determine sales for the directly competitive general merchandise and food stores in order to
assess current performance, BAE contacted store representatives. With one exception, none of
the stores contacted were willing to share sales figures, which are usually considered proprietary,
although some shared impressions of their general sales strength. Alternatively, BAE relied on
site visits to get a sense of overall traffic and data from Trade Dimensions, a vendor of store-by-
store retail sales data acquired through various means including industry insiders, and published
retail sales data for the food store category. Taxable sales data as well as the 2002 Census of
Retail Trade provided a sense of the overall sales levels. It should be noted that due to
nondisclosure agreements, BAE cannot publish the individual store sales estimates from Trade

Dimensions.

General Merchandise Stores

There are two large-scale general
merchandise stores in Ceres, the existing Wal-
Mart and the Kmart, totaling slightly over
200,000 square feet. Based on site visits and
available sales data,” the combined sales for
these two stores are approximately $95 to
$100 million annually. The Wal-Mart store
performs considerably better than the Kmart,
and well above Wal-Mart national averages.
Because of its location, the Wal-Mart is well-
situated to draw shoppers from the
southwestern portion of nearby Modesto,
being closer to much of this area than the
Modesto Wal-Mart and other region-serving
retail concentrated along State Highway 99.

Table 9: Competitive General Merchandise
Stores in Ceres

Estimated
Total
Square
Feet
Wal-Mart 118,993
1670 Mitchell Rd
Ceres
Kmart 84,180
1351 E. Hatch
Ceres (Modesto mailing address)
Total Estimated Square Feet 203,173

Sources: BAE 2007, based on information from City of
Ceres the listed stores, and Stanilaus County Assessor.

’ Covered by nondisclosure and confidentiality agreements, thus not available in this report.
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The Kmart is directly adjacent to and very accessible to much of the Ceres Periphery to the west
and north of Ceres itself. Combined, these two stores almost certainly account for most of the
injections of general merchandise store sales into Ceres.

Ceres has several other stores in the general merchandise store category, in two categories: drug
stores and miscellaneous variety stores.

Many drug stores function in large part as small general merchandise stores, with a broad range
of items, but are more focused on convenience shopping than the existing large-format discount
stores or the proposed Supercenter. Stores in this niche in Ceres include Walgreen’s, Rite-Aid,
and Longs. The Ceres Drug Store in downtown Ceres carries a few everyday items, but the focus
of its non-pharmacy sales is more toward gifts and miscellaneous novelty items, and in any case
this store’s sales are well below those of the chain drug stores. While these stores may be
impacted by the proposed Supercenter, their convenience orientation makes them less directly
competitive with the proposed Supercenter, even though that store will include a pharmacy (as
does the existing Wal-Mart).

The miscellaneous variety stores are stores such as Dollar Tree, 99 Cent Only, and Big Lots that
focus on deeply discounted or surplus merchandise, and thus are not directly competitive with the
proposed Supercenter.

While Ceres shows capture of general merchandise store sales from outside the City, it is under-
retailed in two major subcategories of general merchandise stores: traditional department stores
(e.g., Sears) and warehouse club stores (e.g., Costco). Ceres residents wishing to shop at these
kinds of stores or other general merchandise outlets not found in Ceres (e.g., Target) must go to
neighboring communities. These kinds of stores can be found in Modesto to the north and
Turlock to the south.

Food Stores

Ceres is currently served by five large supermarkets, and three smaller stores that are not as
directly competitive but still offer a wide range of grocery items (see Table 10). The five larger
stores, in descending order of size, are Raley’s, Cost Less Market, Food 4 Less, Save Mart, and
Richland Market. Together, these stores total slightly less than 250,000 square feet of space. The
three smaller stores are La Sequoia Super Market, Country Market, and La Perla Tapatia, totaling
slightly less than 20,000 square feet. Based on available estimates, ~ these stores combined have
approximately $75 to $85 million in annual sales. This represents approximately three-quarters
of total estimated annual food store sales in the City of Ceres.

Other smaller food stores such as very small ethnic markets and convenience stores and other
outlets are assumed to have a level of sales that already accounts for supermarket-type
competition; an additional large supermarket equivalent is assumed to be unlikely to draw a
substantial number of shoppers away from these small stores, which survive by focusing on a
different market niche than major supermarkets, such as convenience or specialty goods.

* Covered by nondisclosure and confidentiality agreements, thus not available in this report.
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Furthermore, these stores are not usually anchors of shopping centers and any closures would just
be part of the normal cycle of vacancy found in any retail real estate market.

Table 10: Competitive Supermarkets in Ceres and Periphery
Estimated Distance
Total in Miles from
Square Proposed
Ceres Feet Project
Raley's 63,284 3.61
1611 E Hatch Rd
Ceres (Modesto mailing address)
Cost Less Market 62,233 3.61
1610 E Hatch Rd
Ceres (Modesto mailing address)
Food 4 Less 59,808 1.92
1561 Mitchell Rd
Ceres
Sawe Mart 29,750 1.09
2916 E Whitmore Ave
Ceres
Richland Market 30,800 1.58
2531 E Whitmore Awve
Ceres
La Sequoia Super Market 9,280 2.28
2000 Central Ave
Ceres
Country Market 5,000 1.77
2147 Pine St
Ceres
La Perla Tapatia 5,000 2.02
1460 Mitchell Rd
Ceres
Total Estimated Square Feetin Ceres 265,155
Periphery
La Perla Tapatia 22,343 4.37
2031 Crows Landing Rd
Modesto
Mi Pueblo Food Center 22,000 4.82
1612 Crows Landing Rd
Modesto
Keyes Supermarket 11,000 2.20
5471 7th St
Keyes
Source: Bay Area Economics, 2007, based on information from City of Ceres,
the listed stores, Stanislaus County Assessor, Trade Dimensions, and Google
Earth

Fitting with Ceres’ demographic of low to moderate income households, two of the major
supermarkets, Cost Less Market and Food 4 Less, are warehouse-style stores catering to price-
conscious shoppers. Raley’s and Save Mart are conventional supermarket outlets of regional
chains, and Richland Market is part of a small locally-based chain. La Sequoia and La Perla
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Tapatia are Latino-oriented stores, with La Sequoia being an independent outlet and La Perla
Tapatia being part of a small chain based in Turlock.

Based on estimated sales of $80 million annually, at approximately $300 per square foot these
stores as a group are performing under national benchmarks, such as ULI/ICSC’s median for
community/super community shopping centers of $397 per square foot.” Site visits and the
available sales data indicate that the major stores have sales performance at high levels, but none
have sales at extremely low levels despite the overall average below national benchmarks.
Richland Market most likely has the worst performance among these stores, and Cost Less
Market has the best performance. While available data for the smaller stores is more limited, site
visits indicate that La Sequoia Supermarket and Country Market are functioning largely as
neighborhood convenience stores with limited sales.

Outside the Primary Trade Area, there are three additional supermarkets in the Periphery, as
shown above in Table 10. To the west of Ceres on Crow’s Landing Road are another La Perla
Tapatia and Mi Pueblo, both stores catering to the Latino population. These two supermarkets
are larger than their smaller counterparts in Ceres, and while having an ethnic flavor they offer a
broader selection more closely resembling the larger supermarkets in Ceres. The Keyes
Supermarket is a smaller supermarket in the unincorporated community of Keyes to the south of
Ceres. While not in the Primary Trade Area, this supermarket is relatively close to the Proposed
Project site at the south end of Ceres. This supermarket is noteworthy for its run-down
appearance even though it is a functioning store.

Outside the PTA and the Periphery, both Modesto and Turlock have a broad range of
supermarkets of various types and sizes. Perhaps the region-serving store most competitive with
the proposed Supercenter is the WinCo in Modesto, an extremely large-format store (91,000
square feet) with an emphasis on low prices. Because of its format and location adjacent to State
Highway 99, this store functions as more of a regional draw than a typical supermarket.

Other Retail Outlets

Ceres is served by a wide mix of other restaurants and retail outlets. Retail in the City is
concentrated along Mitchell and Hatch Roads, with other outlets scattered throughout the City,
the largest additional node being the Richland Center at Whitmore Avenue and Moffett Road.
Downtown Ceres currently has extremely limited retail, and because the area has already had to
adjust to the competitive pressures of region-serving retail in Ceres and other nearby cities, the
existing outlets are not directly competitive with region-serving uses such as the Supercenter and
other outlets likely to locate at Mitchell Ranch. As indicated by the leakage analysis, Ceres has
weak sales in more specialized retail (such as apparel stores, home furnishings/appliances, and

" Dollars & Cents of Shopping Centers/The SCORE 2006, Urban Land Institute and International Council
of Shopping Centers. It should be noted that this number represents a median for a sampling of existing
stores, not a “break-even” benchmark. Because of a variety of factors, including varying operating costs
and profit expectations for different operators, no single break-even point is appropriate for determining the
operational viability of every supermarket.
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specialty retail) as well as the automotive sector, with room for growth. The presence of
additional outlets in the City in these sectors should serve to bring local shoppers back to Ceres.

Modesto and Turlock both have ample region-serving retail, especially more populous Modesto,

which is the location of the only traditional regional mall in Stanislaus County. Each of these
cities has a conventional Wal-Mart.
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IMPACTS OF PROPOSED PROJECT ON EXISTING RETAIL OUTLETS

Overview

This discussion provides estimates of the impacts on sales at existing retail outlets with the
Proposed Project in place and with any additional projects considered. The impacts of the
Proposed Project alone are considered first, followed by a discussion of cumulative impacts,
which takes into consideration other under-construction and proposed retail projects in the
Primary Trade Area and nearby.

The retail categories where potential impacts are a primary focus of concern are supermarkets and
general merchandise, because the Supercenter would compete directly with both of these store
types. For the most part the type of retail slated for the remainder of the project is unknown at
this time. Additionally, some of the supermarkets in the Primary Trade Area also anchor the
area’s shopping centers; vacancies in scattered smaller stores are less likely to result in a
“downward spiral” to urban decay than the loss of the major anchor of a shopping center or
district. The retail market responds regularly to scattered small vacancies as part of the normal
business cycle, so vacancy of any smaller retail space is far less likely to lead to urban decay.

Estimated Sales at Project Opening

BAE has made a baseline estimate of the performance of the Proposed Project in 2009, assuming
stabilized performance and a full year of operations. As shown in Table 11, the Proposed Project
is projected to achieve total annual sales of approximately $156 million. Sales in the general
merchandise component of the Supercenter are estimated at $90.9 million, and sales in the
supermarket-equivalent component are estimated at $32.2 million. While the existing Wal-Mart
is performing at higher levels on a per-square-foot basis, the new larger Supercenter, because of
its greater distance from Modesto, will likely lose some of the existing store’s customer base to
the existing and proposed Wal-Marts in Modesto, and this will limit the potential of this store to
perform at the per square foot levels currently achieved by the existing Wal-Mart in Ceres.
Restaurant sales are based on the assumption that most of the pad space will be occupied by
either fast-food or sit-down restaurants, and annual sales are estimated at $4.9 million. For the
remainder of the project, where the retail mix is unknown, retail sales are estimated at $28.0
million annually.
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Table 11: Estimated Sales in Project at Opening in 2009

Estimated
Sales

Square Sales in Proposed

Type of Store Feet (a) per SF Project

Supercenter

General Merchandise Store Equivalent 158,139 $575 (b)  $90,900,000
Food Store Equivalent 56,000 $575 (c)  $32,200,000
Restaurant/Fast Food 11,120 $445 (d) $4,900,000
Unclassified Retall 101,970 $275 (e) $28,000,000
Total 327,229 $156,000,000

All sales estimates in 2006 dollars. Total sales rounded to nearest hundred thousand.

(a) Derived from Table 1 per latest site plan available.

(b) Based on an evaluation of sales at existing store, and adjusting to account for differences in the potential
market area (e.g., some Modesto shoppers will go to existing and new stores in Modesto due to greater
distance to new Ceres store). Sales from existing store were adjusted and estimated on a per square foot
basis. However, the new store is larger and would not necessarily see the same per square foot performance
levels. Thus this estimate is used as an "upper bound" on potential sales. Total sales from existing store were
adjusted and then estimated on a square foot basis using the new store size. This estimate is then used as a
"lower bound" on potential sales. The midpoint between these estimates is used here for the estimated sales
per square foot for the new store square footage dedicated to non-grocery items.

(c) Sales estimates based on information from the Wal-Mart 2007 Annual Report to Shareholders. Since this
sector is currently more competitive in Ceres than for general merchandise, it is reasonable to assume that
supermarket sales might not achieve the same level as general merchandise.

(d) Based on midpoint of range for estimated sales per square foot of a mix of restaurant types, as compiled by
HdL. See Appendix H.

(e) Based on the median sales per square foot of super community/community shopping centers from

Dollars & Cents of Shopping Centers/the SCORE 2006, published by ULI/ICSC.

Source: Bay Area Economics, 2007, based on information from the CA State Board of Equalization, the HdL
Companies, Urban Land Institute (ULI)/International Council of Shopping Centers, and Wal-Mart.

Capture of Leakage by Proposed Project

In Table 12, BAE has estimated the Proposed Project’s potential capture of leakage by store
category for the assumed year of Project opening, 2009, and 2012. Since the analysis above
indicates that Ceres is not showing leakage in many major retail categories, the capture is limited
to the store categories of apparel, home furnishings and appliances, and other retail. For each
category, capture of leakage has been assumed at 25 percent; generally, it is speculative to
assume that any particular project can capture a high percentage of the leakage, because a project
will not cover all the specific store types within each major category, and even within a particular
store type, some shoppers will have preferences for certain stores or items not available in the
project. The overall capture of leakage is estimated at $13.1 million in 2009 and $14.1 million in
2012. Most of this capture is in the other retail category, which includes a broad range of
specialty store types including but not limited to office supply, gifts, sporting goods, florists, and
stationery and books.
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Table 12: Estimates of Sales Leakage Capture
2009 Potential Potential
Capture, Captured
Injection/ Proposed] Additional
Store Category (Leakage) Project Sales (a)
Apparel Stores ($9,635,686) 25% $2,400,000
General Merchandise Stores $45,282,793 0% $0
Food Stores $30,780,943 0% $0
Eating and Drinking Places $1,407,202 0% $0
Home Furnishings and Appliances ($11,595,008) 25% $2,900,000
Building Materials and Farm Implements $24,719,997 0% $0
Auto Dealers and Auto Supplies ($40,283,061) 0% $0
Service Stations $7,445,817 0% $0
Other Retail Stores ($31,248,783) 25% $7,800,000
Total, 2009 $16,874,214 $13,100,000
2012 Potential Potential
Capture, Captured
Injection/ Proposed] Additional
Store Category (Leakage) Project Sales (a)
Apparel Stores ($10,369,349) 25% $2,600,000
General Merchandise Stores $48,730,633 0% $0
Food Stores $33,124,609 0% $0
Eating and Drinking Places $1,514,347 0% $0
Home Furnishings and Appliances ($12,477,854) 25% $3,100,000
Building Materials and Farm Implements $26,602,182 0% $0
Auto Dealers and Auto Supplies ($43,350,221) 0% $0
Service Stations $8,012,743 0% $0
Other Retail Stores ($33,628,072) 25% $8,400,000
Total, 2012 $18,159,019 $14,100,000
Notes:
All sales in 2006 dollars.
(a) Captures have been rounded to nearest $100,000.
Source: Bay Area Economics, 2007, based on information from the CA State Board of Equalization, 2000
U.S. Census, 2002 Census of Retail Trade, State Department of Finance, State Division of Labor
Statistics and Research, and Wal-Mart.

Capture of Sales from Outside the Primary Trade Area

As discussed previously, while the Primary Trade Area has been defined as Ceres, the boundary
between the Primary Trade Area and its surroundings is not clear-cut with respect to retail
attraction. The Ceres Periphery as defined above includes nearly as many residents as Ceres
itself, and for this area the major retail nodes in Ceres are easily accessible and in some cases
closer than those in Modesto or Turlock. The Proposed Project is likely to attract a large
proportion of its shoppers from the Periphery; because there are no other large Supercenter-type
stores nearby in the Highway 99 corridor, it should even attract shoppers from beyond the
Periphery who may drive farther to reach the one-stop shopping combination of groceries and
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general merchandise that the Supercenter provides. However, sales captures from beyond the
Secondary Trade Area (Stanislaus County) are likely to be limited, due to the presence of existing
and planned superstores in Stockton, Tracy, Livingston, and Atwater. Detailed discussion of the
capture rates can be found in Table 13. As shown, it is estimated that a total of $30.2 million in
sales will be captured from outside the Primary Trade Area.

Table 13: Capture from Leakage, Outside Primary Trade Area, and Existing Outlets

2009 Estimated % Capture $ Capture $ Capture
Sales $ Capture from from from 2009
in Proposed from Outside Outside Existing
Type of Store Project (a) Leakage (b) Area Trade Area (c) Outlets (d)
General Merchandise Stores $90,900,000 $0 10% (e) $9,090,000 $81,810,000
Food Stores $32,200,000 $0 33% (f) $10,626,000 $21,574,000
Eating and Drinking Places $4,900,000 $0 25% (g) $1,225,000 $3,675,000
Mixed Retail/Senice $28,000,000 $13,100,000 33% (h) $9,240,000 $5,660,000
Total $156,000,000 $13,100,000 $30,181,000  $112,719,000
2012 Estimated % Capture $ Capture $ Capture
Sales $ Capture from from from 2012
in Proposed from Outside Outside Existing
Type of Store Project (a) Leakage (b) Area Trade Area (c) Outlets (d)
General Merchandise Stores $90,900,000 $0 10% (e) $9,090,000 $81,810,000
Food Stores $32,200,000 0% 33% () $10,626,000 $21,574,000
Eating and Drinking Places $4,900,000 0% 25% (g) $1,225,000 $3,675,000
Mixed Retail/Senice $28,000,000 $14,100,000 33% (h) $9,240,000 $4,660,000
Total $156,000,000  $14,100,000 $30,181,000  $111,719,000

(a) From Table 11.

(b) From Table 12.

(c) Percent capture from outside area times estimated sales in Proposed Project.

(d) Estimated capture from current sales in Trade Area equals estimated sales in project less sales captured from

leakage and sales captured from outside the Trade Area.

(e) Most of the general merchandise sales in the new Supercenter will come from the existing store slated for closure; this
store is included in the column showing capture from existing outlets. The percentage capture has been adjusted to take into
account the fact that the existing store sales already includes capture from the Periphery population as well as from some
areas of Modesto north of the Periphery. The capture from these areas of Modesto are assumed to decline somewhat due to
the greater distance from points in this area to the new Supercenter vis-a-vis the existing Ceres Wal-Mart.

(f) While this proportion seems high for the traditionally more local-sening food store category, it takes into account current
and potential capture from both the City and the Periphery, current sales in the Periphery, and the potential to recapture sales
going to stores in Modesto and Turlock, e.g., the WinCo in Modesto.

(9) Assumes restaurants are largely local-sening, thus the capture even from the Periphery would be more limited than for the
food stores category.

(h) As with food stores, this takes into account the ability to attract shoppers from the Periphery, and beyond. Periphery
shoppers have good access also to region-sening retail along Highway 99 in both Modesto and Turlock, limiting the ability to
capture a greater share of the sales from the Periphery, which has greater than 45 percent of the combined Ceres/Periphery
population.

Source: Bay Area Economics, 2007, based on information from the CA State Board of Equalization, 2000 U.S. Census,
2002 Census of Retail Trade, State Department of Finance, Wal-Mart Annual Reports, Trade Dimensions,
and Hinderliter de Llamas (HdL).
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Capture of Sales from Other Outlets in the Primary Trade Area

Table 13 above also shows estimates of the capture from existing outlets by major store category
necessary to achieve benchmark levels of sales performance at the Proposed Project. The total
capture from existing outlets in 2009 is estimated at $112.7 million annually, with $81.8 million
of this coming from existing general merchandise stores, $21.6 million from existing food stores,
$3.7 million from existing restaurants, and the remainder coming from other types of retail
outlets. As the population of Ceres and surrounding areas grows according to projections, the
level of sales captured from existing outlets necessary to reach benchmark levels is estimated to
decline slightly to $111.7 million in 2012.

However, these represent sales that would be captured in each category that year, but sales at
existing outlets (in the absence of the Proposed Project) would have grown from current baseline
levels due to population growth; changes from baseline sales, representing impacts on current
conditions, are shown in Table 14. It is important to note that baseline sales include those in the
existing Wal-Mart, which is slated for closure.

Overall, in 2009 there will be an estimated decline of $93.0 million, or 24 percent of the baseline
total, for the retail store categories assumed to be represented in the Proposed Project (this
excludes automotive retail and service stations). Most of the decline will be in the general
merchandise category, where sales declines are estimated at $75.0 million, or 55 percent of the
estimated baseline figure; however, for the most part, this total represents sales that are going to
the existing Ceres Wal-Mart, which is slated for closure; thus losses at remaining general
merchandise outlets (e.g., Kmart) would only constitute a small portion of overall lost sales. The
losses in remaining stores in this category are discussed below in the analysis of impacts by retail
store category.

To provide a clearer picture of impacts outside the general merchandise store category, Table 14
also shows totals less the general merchandise category. This figure shows that for other store
categories, overall sales losses would be seven percent in 2009 from 2007 baseline levels. Sales
in existing stores in the food category are estimated to decline $16.3 million, or 16 percent in
2007. The loss for eating and drinking places is only four percent in 2007, and for mixed
retail/service, where much of the sales will be captured from leakage due to the lack of specialty
retail in Ceres, there are no estimated sales losses from 2007 levels.

By 2012, population growth in the Primary Trade Area should provide increased expenditures
such that overall losses from baseline levels in existing outlets decline to $60.5 million, or 15
percent (also in Table 14). If general merchandise stores are excluded, overall retail sales in
existing outlets are estimated to recover to slightly above 2007 baseline levels. The food store
category still shows a loss of $8.0 million, or eight percent of baseline sales, while existing eating
and drinking places and mixed retail/service are estimated to have sales exceeding baseline levels
even with the Proposed Project in place and performing at benchmark levels.
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Table 14: Net Change in Baseline Sales at Existing Outlets in Primary Trade Area

2009 Existing Conditions Proposed Project in Place
(No Proposed Project) Change % Change
in Sales, in Sales,
Baseline Salesin $ Capture Salesin Existing Existing
Salesin Existing from Existing QOutlets, Outlets,
Existing Outlets, Existing Outlets, 2007- 2007-
Type of Store Outlets (a) 2009 (b) Outlets (c) 2009 (d) 2009 (e) 2009 (f)
General Merchandise Stores $135,899,681  $142,711,090 $81,810,000 $60,901,090  ($74,998,591) -55%
Food Stores $104,359,855  $109,590,461 $21,574,000 $88,016,461  ($16,343,394) -16%
Eating and Drinking Places $40,047,758 $42,054,986 $3,675,000 $38,379,986 ($1,667,772) -4%
Mixed Retail/Senice $113,407,188  $119,091,253 $5,660,000  $113,431,253 $24,066 0%
Total $393,714,482  $413,447,790  $112,719,000  $300,728,790  ($92,985,692) -24%
Total less Gen. Merchandise $257,814,801  $270,736,700 $30,909,000  $239,827,700  ($17,987,101) -7%
2012 Existing Conditions Proposed Project in Place
(No Proposed Project) Change % Change
in Sales, in Sales,
Baseline Salesin $ Capture Salesin Existing Existing
Salesin Existing from Existing Outlets, Outlets,
Existing Outlets, Existing QOutlets, 2007- 2007-
Type of Store Qutlets (a) 2012 (b) Outlets (c) 2012 (d) 2012 (e) 2012 (f)
General Merchandise Stores $135,899,681 $153,577,139 $81,810,000 $71,767,139 ($64,132,543) -47%
Food Stores $104,359,855  $117,934,698 $21,574,000 $96,360,698 ($7,999,157) -8%
Eating and Drinking Places $40,047,758 $45,257,060 $3,675,000 $41,582,060 $1,534,302 4%
Mixed Retail/Senice $113,407,188  $128,158,883 $4,660,000  $123,498,883 $10,091,696 9%
Total $393,714,482  $444,927,781  $111,719,000  $333,208,781  ($60,505,701) -15%
Total less Gen. Merchandise $257,814,801  $291,350,642 $29,909,000  $261,441,642 $3,626,842 1%

All sales in 2006 dollars.

(a) Estimated sales current year. From Table 8, based on most recent available taxable sales data.

(b) From Table 8. Represents sales without Proposed Project in place, based on current per capita spending lewels.
(c) From Table 10.

(d) 2009 and 2012 sales in existing outlets with no proposed project less capture with project in place. Represents
estimated sales in existing outlets in Trade Areas with Proposed Project open and operating at stabilized lewels.

(e) Change in sales at existing outlets from baseline conditions with project in place. Based on sales in existing
outlets in 2009 or 2012 with project in place less baseline sales. Note that this loss of sales includes the losses in
general merchandise attributable to the existing Ceres Wal-Mart, which is slated for closure.

(f) Percent change in sales in existing outlets from current baseline, if Proposed Project is in operation.

Source: Bay Area Economics, 2007, based on information from the CA State Board of Equalization, 2000 U.S. Census, 2002
Census of Retail Trade, State Department of Finance, State Division of Labor Statistics and Research, Wal-Mart Annual
Report, Urban Land Institute (ULI), and Hinderliter de Llamas (HdL).

Estimated Impacts of Proposed Project by Retail Store Category
As noted above, the greatest impacts of the Proposed Project are estimated to be locally in the

categories of general merchandise stores (where most of the impacts will be for a store slated for
closure) and food stores, with lesser impacts on restaurants and other retail store types. While the
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aggregate impacts have been considered above, more specific impacts also need to be considered;
to the extent possible given data source limitations, individual store performance is also
considered. It should be noted that industry benchmarks are not an indicator of the level of
profitability of individual stores; some stores might be profitable at a lower sales level, while
others may require higher market support. Additionally, retail operators have varying standards
regarding satisfactory store performance. It should also be noted that the Trade Area growth in
population is continuous and gradual, while growth in retail space is “lumpy,” with the Proposed
Project adding over 300,000 square feet to the Primary Trade Area in a fairly short time frame.
Any new addition of retail space will have a short term impact on sales at existing stores, with the
impact decreasing over time assuming population and thus retail expenditures grow.

General Merchandise Stores

Because the existing Wal-Mart store in Ceres is slated for closure when this Supercenter opens,
the estimated sales captured in this category by Mitchell Ranch will largely be sales currently
going to the existing Wal-Mart, with a small amount of capture from other stores in Ceres and
some capture from outside the PTA. The other directly competitive store in Ceres is the existing
Kmart. As discussed above, site visits and available data indicate that the existing Wal-Mart is
performing at levels well above Wal-Mart national averages and well above the Kmart. The
analysis above (see Tables 13 and 14) estimates that of approximately $90.9 million in projected
sales for this category in 2009, nearly $75.0 million would be captured from 2007 baseline sales
of retail outlets in Ceres. While Kmart’s sales levels are much lower and it could be perceived as
being at risk, national data from Kmart™ show that Kmarts on average have sales per square foot
of approximately one-third of Wal-Mart’s average, and interviews with local store representatives
indicated their perception is that a certain segment of the population chooses not to shop at Wal-
Mart, and will continue to shop at Kmart or other stores as long as those options are available.
Within the PTA, the new Supercenter may also attract some limited sales from other general
merchandise stores, particularly the chain drug stores. These stores, however, are more
convenience-oriented and have proven competitive with the existing Wal-Mart with its
pharmacy.13 Local representatives for the Rite-Aid store (also the chain pharmacy closest to the
Proposed Project) believe that their overall business would not be impacted substantially by the
proposed Supercenter.

Since the proposed Supercenter is assumed to capture shoppers from outside the City, there may
be impacts on general merchandise stores beyond Ceres’ city limits. The two such outlets most
likely to lose sales are the existing Wal-Marts in Modesto and Turlock, as some shoppers
currently going to those two stores may prefer the new Supercenter. In some cases, the drive time
to the new store will be similar to driving to either of those (e.g., for residents of Keyes, or
Modesto south of the Tuolumne River). Like the Wal-Mart in Ceres, these two stores both appear
to have sales well above Wal-Mart’s national average, as indicated by reports from store
representatives and Trade Dimensions data. The estimated capture from outside the PTA is
approximately $9.1 million, a level of sales loss either of these stores could sustain even

“ Sears Holding Company, Form 10-K for Fiscal Year Ending February 3, 2007.
13

In some locations, these pharmacies even seek to locate in the same center as a Supercenter; the proposed
center in Lodi including a Supercenter also has a Walgreen’s in the plan.

33



individually. For other outlets, the impacts are likely to be diffused among a wide range of
outlets due to distance and differences in product mix and market positioning, such that impacts
on other individual outlets are not likely to be substantial.

In summary, while the capture is great in this category, most of it will take the form of a shifting
of sales from the existing Wal-Mart to the new Supercenter. Furthermore, as population
continues to grow in the Primary and Secondary Trade Areas, sales at existing stores should
rebound to higher levels.

Food Stores

As shown in Table 14 above, it is estimated that in 2009 the Supercenter grocery component
would capture approximately $16.3 million of estimated baseline food store sales, or
approximately 16 percent of baseline sales in Ceres. While some stores could sustain a 16
percent loss, the impacts may be concentrated on those competitors that are closest, and in a
similar market niche. The stores most like the proposed supermarket-equivalent space are the
five existing major supermarkets in Ceres. The major store closest to the Proposed Project site is
the Save Mart slightly more than a mile away; Richland Market is slightly more than 1.5 miles
away. None of the local competitors are far away in terms of drive time, indicating a similar level
of shopping convenience in terms of store access. Factors such as service, price, or quality may
play a more important role in shopper choice for Ceres supermarket customers. In the short term,
if sales losses are focused on particular stores, there is some risk of closure for an existing
supermarket in Ceres. Based on proximity and current performance, the store most at risk is
Richland Market. However, because of a variety of factors, including different “break-even” and
profit thresholds for different operators, as well as different levels of sales currently, it is not
possible to state with a great degree of certainty which of these stores is most likely to be
impacted to the point of closure by the Proposed Project. If any store does close, that store’s sales
would be then distributed among the remaining competitors, making additional closures less
likely.

Based on longer-term population growth, the demand for food stores should recover somewhat
within a few years; as discussed above, by 2012 the estimated decline in sales at existing food
stores from current levels is estimated at only eight percent. This would indicate that the risk of
closure is largely short-term, but changes in the housing market and general economy since the
time of the NOP and BAE’s research show that growth may be slower than projected over the
next few years, leading to an inability to re-tenant retail space and the potential for longer-term
closure of a supermarket. This is discussed in more detail below in the section on the potential
for urban decay.

Outside the Primary Trade Area, the food stores most likely to be affected by the Proposed
Project are those in the Periphery, particularly the Keyes Supermarket, which is only 2.2 miles
from the site. This independent store has a deteriorated appearance and based on site visits and
available data, the store has low sales levels, appearing to function primarily as a convenience-
oriented store for nearby residents.” Based on county assessor records, the store is managed and

14 .
Attempts to contact store representatives were unsuccessful.
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owned by the same family that owns the property. The primary rent generator on the property
may be an onsite communications tower (most likely sited due to its proximity to Highway 99),
thus the supermarket may not require the level of return otherwise required to support a rent or
mortgage payment. In any case, this supermarket’s primary asset is convenience to local
residents of Keyes; it is extremely unlikely that shoppers from other locales are frequenting this
store. While the proposed Supercenter is slightly closer to Keyes than the Safeway in Turlock,
Keyes residents seeking a larger store, higher quality, or better prices already have a number of
nearby options. The Keyes Supermarket will still have its primary advantage, convenience, and
while it may continue to underperform industry norms, it cannot be assumed that the Proposed
Project will lead to closure of this store.

The other supermarkets in the Periphery are the two Latino-oriented markets on Crow’s Landing
Road west of State Highway 99. These stores are distant enough and specialized enough that the
impacts of the Supercenter should be minimal. Beyond Ceres and the Periphery, impacts are
likely to be more diffused, with impacts on individual stores at levels where closure cannot be an
assumed outcome. As discussed above, the WinCo in Modesto is probably the store in the
Secondary Market Area most like the proposed Supercenter’s grocery section in terms of being a
region-serving store. While the sales levels for this store are unknown (the store was extremely
busy at the time of BAE’s site visit), WinCos typically have very strong sales and compete
successfully with Supercenters and other superstores in other markets (e.g., Stockton). Company
representatives contacted for this analysis indicated that they expect that a Supercenter in Ceres
would have some impact on their sales, but did not indicate that closure was likely.

Eating and Drinking Places

The proposed project has one space designated as a fast food pad, and has other pads and spaces
suitable for restaurant use. Overall, eating and drinking places showed a net estimated decline in
sales of four percent from current sales levels in 2009 if the Proposed Project is built. By 2012,
however, population growth is projected to lead to enough additional demand that existing outlets
should recover to above current levels.

BAE did not inventory restaurants in Ceres. The sales impacts here are limited, and they are
likely to be distributed broadly among a large number of outlets, so no particular restaurants
could be determined to be at risk of closure. In any case, growth in the market should lead to
recovery within a few years of project opening, so any impacts would be very short-term.
Impacts outside the Primary Trade Area would be diffused and negligible for any specific outlet.

Other Store Types

Losses of sales from baseline levels in this category are expected to be minimal, due in part to the
limited current sales in Ceres among the other outlet types, and the resulting capture of substantial
leakage. By 2012, demand in this catch-all category would allow sales at existing outlets to
recover to above current levels.

While it is possible that there could be outlets at Mitchell Ranch that would compete directly with

existing outlets in a given specialty store subcategory, there are no additional known tenants
beyond the Supercenter at this time. Assessing any possible impacts due to more specific types
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of retailers would thus be speculative. Overall, due to the minimal overall losses for a short
period of time among other store types, impacts are assumed to be negligible, and no particular
outlets either inside or outside the Primary Market Area can be presumed to be at risk of closure
as a result of the Proposed Project.

As discussed above, Downtown Ceres at this time has a limited number of retail outlets. The
retailers currently downtown are generally small local merchants likely taking advantage of lower
rents, who have survived by maintain a different market focus not directly competitive with the
types of retailers in the larger and newer retail centers found throughout Stanislaus County. As a
result, the existing retail outlets in the downtown are not expected to face closure as a result of the
addition of Mitchell Ranch to the retail inventory, since it is similar to the existing newer centers
in its market positioning. It should be noted, however, that the City of Ceres and its
Redevelopment Agency are currently undertaking a Downtown Revitalization Plan in an effort to
upgrade the area; this effort includes the development of a Specific Plan for Downtown Ceres.
This planning effort, though, is not complete, and the findings here are with respect to impacts on
existing conditions, not future plans.

Overall Demand for Retail Space

In any retail market, existing retail space is vacated due to functional obsolescence or the general
cycle of retail closures and openings over time. For instance, until recently the trend in the
supermarket industry has been toward larger stores and consolidation, with older stores reused by
“second tier” tenants such as dollar stores, furniture outlets, and even non-retail uses such as
fitness centers. Thus any retail market is likely to have a certain amount of vacant space due to
normal turnover and changes in retailing, and vacancies alone do not necessarily indicate urban
decay or physical deterioration.

The Proposed Project has the potential for causing the closure of an existing supermarket in
Ceres, resulting in a possible vacant retail space. At the time of BAE’s area tour, Ceres appeared
to have a strong retail market, with few vacant built spaces. There are large vacant parcels
suitable for retail/commercial uses in the city, but none of these parcels noted by BAE exhibited
signs of decay, they were simply vacant awaiting future use. The largest vacant built space
created by the proposed project will almost certainly be due to the closure of the existing Wal-
Mart. However, it is not clear that there is enough overall retail demand to lead to the re-
tenanting of the existing Wal-Mart space over the next several years, and given current economic
conditions, other vacancies may also prove to be difficult to re-tenant in the short term. These
issues are discussed in more detail in the urban decay section below

Cumulative Impacts

Per CEQA, the cumulative analysis for the proposed project must take into account other
reasonably foreseeable projects in the Primary Trade Area or elsewhere that might, in
combination with the Proposed Project, result in cumulatively significant impacts. Projects to be
considered in the cumulative analysis include projects which have been approved but not yet
completed, and projects for which development applications have been filed, and may also
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include other potential projects which may have been announced but not yet formally proposed to
the approving agency.

Interviews with developers and staff for Ceres at the time of BAE’s research indicated two retail
projects in the pipeline, both of them near the project site at the intersection of Mitchell and
Service Roads. These two projects consist of various small pads, together totaling up to 51,000
square feet of retail. One of the projects may include a service station, and the sites are likely to
appeal to restaurants and other users interested in a location close to the highway and to the
Proposed Project. Thus much of its attraction is likely to be for highway travelers and others
from outside the Primary Trade Area. Since neither project has identified users, it would
speculative to estimated impacts in any particular sector. However, this limited amount of space,
especially if it has a region- and highway-serving orientation, is not likely to lead to cumulative
impacts, in combination with Mitchell Ranch, such as increased vacancies over the next several
years.

In Modesto, city staff report only 50,000 additional square feet of retail space in three small
centers with applications in process. This reportedly represents a slowdown in development
activity in recent months. Given the size of Modesto’s retail inventory, this constitutes a very
limited addition to the inventory that should not have a cumulative impact in combination with
the Proposed Project. Along with these new projects, Wal-Mart has recently applied for the
building permits necessary to reuse an existing 100,000 square-foot space in the North Point
Landinglscenter on north McHenry, with a “mini-Supercenter” with groceries being one of the
options.  This site is at the far northern edge of Modesto; however, with the existing Ceres Wal-
Mart closing, this store will become the closest Wal-Mart for many Modesto residents, capturing
some of the sales currently going to Ceres. The analysis above already has taken this into account
in estimating capture from Modesto following closure of the existing Ceres Wal-Mart. Both
stores are likely to capture sales going to the existing Wal-Mart in Modesto, but as discussed
above, this store has performance well above Wal-Mart averages and should be able to sustain a
loss in sales. While a Modesto mini-Supercenter might attract sales from supermarkets in
Modesto, because of the distance between this store and the Ceres Supercenter, the overlap
between this capture and that of the Supercenter in Ceres should be negligible. One possible
outcome is that the capture of sales by the Ceres Supercenter from Modesto will lower than
estimated, but this would largely result in lower sales at the Proposed Project due to sales
captured by the mini-Supercenter rather than the Proposed Project.

Turlock shows more planned activity, with several small projects, and one large region-serving
retail addition of 100,000 square feet in the region-serving retail cluster on Monte Vista near State
Highway 99. That project includes an office supply store and a BevMo, a specialty food outlet.
The other smaller projects include restaurants, a furniture store, and unspecified uses. Because of
Turlock’s own continued population growth, which is projected at a more rapid pace than either
Ceres or Modesto,” increased demand in Turlock itself should lead to absorption of this space
without resulting vacancies in combination with the Proposed Project.

" “Wal-Mart to renovate empty store,” Modesto Bee, October 6, 2007,
http://www.modbee.com/local/story/86168.html
16

See Claritas estimates and projections in Appendix H.
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Elsewhere in the County, there is one small retail expansion of a lumber yard in Denair. As a
type of use not suitable for the Proposed Project, this should have a negligible impact cumulative
in combination with the Proposed Project. Projects beyond Stanislaus County are distant enough
that any impacts of the Proposed Project are likely to be minimal; there are retail offerings
duplicative of the Supercenter that are closer to shoppers in those areas such that they would not
travel the greater distance to Mitchell Ranch.

Potential for Urban Decay and Physical Deterioration

The final step in this analysis is to follow the causal chain to assess the likelihood of new retail
space causing long-term vacancies in existing retail space, ultimately leading to urban decay and
physical deterioration of existing retail centers and nodes. In the words of Bakersfield Citizens
for Local Control v. City of Bakersfield, Panama 99 Properties LLC, and Castle & Cooke
Commercial-CA, Inc., the analysis is required to assess whether a new retail development “could
cause a ripple of store closures and consequent long-term vacancies that would eventually result
in general deterioration and decay within and outside the market area” of the proposed
development. Further, “[t]hese effects include, but are not limited to, physical decay and
deterioration resulting from store closures in the same market area or in established areas of the
community (i.e., the “traditional downtown area’) due to competitive pressures, followed by an
inability to easily re-lease the vacated premises.” One concern is that large retailers that dominate
sales in their merchandise lines “will displace older, smaller retail stores and shopping centers,
leaving long-term vacancies that deteriorate and encourage graffiti and other unsightly
conditions.” The EIR “must analyze the cumulative impacts resulting from construction and
operation of the proposed shopping center in conjunction with all other past, present or
reasonably foreseeable retail projects that are or will be located within the proposed project’s
market area” and determine the likelihood that a project “individually and/or cumulatively,
indirectly could trigger the downward spiral of retail closures and consequent long-term
vacancies that ultimately result in decay.”

Project Specific Impacts

As stated above, the Proposed Project has the potential to lead to the closure of an existing
supermarket in the Primary Trade Area (Ceres). Based on population projections available at the
time of BAE’s research indicated that while this might lead to short term vacancy for this
supermarket space. At the time of BAE’s research market conditions and overall projections for
increases in population over the next several years indicated that in the long term, space would be
re-tenanted as demand for retail and commercial services continued to grow. However, changes
in the overall economic picture related to the foreclosure crisis and rising energy costs subsequent
to BAE’s original analysis indicate slowing or delayed area growth. One leading indicator of this
is building permit trends for new housing. Permits are issued in prior to construction
commencement, and thus provide an indicator of developers’ anticipation of future housing
demand, as well as showing what housing will be available in the near term future for population
growth. Ceres and Stanislaus County show a considerable dropoff in new housing construction
by this measure, as shown in Appendix I. In 2004 and 2005, Ceres issued over 700 permits for
residential units. This dropped to only 147 in 2007, and 21 for the first half of 2008. Stanislaus
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County as a whole also shows steep declines. These levels of construction are not sufficient to
sustain the level of household growth projected from 2007 through 2012. While long-term
population growth in California and the demand generated by that growth should eventually lead
a recovery in the housing market, economic and housing growth originally expected over the next
few years may be deferred until the mortgage market and overall economy recovers. As a result,
vacancies such as that of a supermarket space that might have been short-term given existing
conditions at the time of this EIR’s NOP and BAE’s research may now persist for a longer period.
As a result, the possibility exists for long-term vacancy of a supermarket space, which could lead
to the potential for urban decay for that space and its shopping center if other tenants dependent
on the anchor’s draw also vacate their spaces.

In addition to the potential closure of a supermarket, the closure of the existing Wal-Mart is
assumed based on statements made by the applicant. This large space represents a substantial
increase in the retail inventory, and may prove difficult to re-tenant, especially in the short-term
under current market conditions. This property also presents the potential for urban decay,
depending on Wal-Mart’s ability to find a new tenant and the City’s willingness and ability to
enforce ordinances regarding upkeep of the physical property (a vacant property is not by
definition subject to urban decay, but only at risk of that condition). When approving a
Supercenter that involves closure of an existing Wal-Mart, some California cities have
established conditions related to the reuse of the existing store to lessen the potential for long-
term vacancy or physical deterioration of the closed store. Examples of these conditions include
no restrictions on type of reuse (i.e., no prohibition on lease or sale to a direct Wal-Mart
competitor); agreement to lease or sell the building within a certain time frame or be required to
demolish it; and/or a firm commitment to maintain the vacant building such that it is not subject
to blight or urban decay. The City of Ceres should explore its options to determine which, if any,
measures such as the above should be taken to prevent urban decay at the existing Ceres Wal-
Mart following its closure.

Outside the Trade Area, the overall retail sector in neighboring cities is so large that impacts are
likely to be diffused across the broad range of stores there. In fact, the closure of the existing
Ceres Wal-Mart may lead to increase sales at similar outlets in Modesto, as some Modesto
residents will find that stores in Modesto are now more convenient than the Supercenter in Ceres.

Cumulative Impacts

There are few other projects planned in the Primary Trade Area that might affect the retail
market. The two projections in the pipeline are much smaller and thus not directly competitive
with the Proposed Project. Because of their highway-oriented location near Mitchell Ranch, they
are likely to serve not just Ceres but others attracted by the Supercenter and other region-serving
retail in the Proposed Project, as well as travelers on State Highway 99. Cumulatively with the
Proposed Project, no additional significant vacancies for existing retail space should result.

While there are additional projects in Modesto and Turlock, most of these projects are smaller
and due to distance from the Proposed Project, any impacts in combination with Mitchell Ranch
are unlikely to be substantial. There is a large region-serving project underway in Turlock, but
the anchor tenants of this project are in sectors not directly competitive with the known tenants of
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the Proposed Project. In Modesto, there is a proposed reuse of an existing space by Wal-Mart,
possibly in a “mini-Supercenter” format. The site, however, is at the far north end of Modesto,
and thus the trade area for this project will have limited overlap with that of Mitchell Ranch, and
although it may take some customers that would otherwise go to the new Ceres Supercenter, it
will largely compete with the existing Wal-Mart in Modesto, where sales are well above Wal-
Mart averages; any losses incurred by the Ceres Supercenter in combination with a mini-
Supercenter are not likely to lead to closure and vacancies in Modesto or elsewhere.
Furthermore, both Turlock and Modesto continue to grow and are both very large retail markets
relative to Ceres, able to absorb vacancies as consumer demand increases over the long term.

Therefore, the lack of long-term closures projected due to these projects in combination with the

Proposed Project leads to a finding of no additional significant potential for urban decay due to
cumulative impacts.
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Appendix A: Wal-Mart Internal Layout and Estimate of Gross Equivalent Supermarket Space

Square
Department Plan from March 2007 Footage
General Merchandise Sales Area 124,106 (includes indoor garden center area)
Grocery Sales Area 36,167
Grocery Support Area 10,203
Stockroom/Receiving Area 19,874
Retail Tenant Area 7,914
Ancillary Area 9,908
TOTAL BUILDING AREA 208,172
Outdoor Garden Center Area 14,289
TOTAL 222,461

Estimate of Gross Equivalent Supermarket Space

Net Grocery Area 46,370 includes sales and support areas

Gross Supermarket Equivalent Area 57,963 based on typical industry averages of 80% sales/support area
Total Estimated Building Area 201,048 with buffer, per current development plan

Total from March Plan Above 208,172

Ratio 97%

Gross Supermarket Equivalent Area, Adjusted 55,979

Adjusted Gross Area, to Nearest 1,000 SF 56,000 to Table 1

Note: This is an estimate. Actual square footage may vary somewhat from this estimate.

Sources: William Parrish Design Development Consultants, March, 2007; PMC; BAE
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Appendix B: Unemployment and Labor Force Trends in Civilian Labor Force

City of Ceres City of Modesto
Unem- Unem-
Labor Employ- Unemploy- ployment Labor Employ- Unemploy- ployment
Force (a) ment ment Rate Force (a) ment ment Rate
2000 16,000 14,400 1,600 9.9% 90,300 84,300 6,000 6.6%
2001 16,500 14,800 1,700 10.6% 93,000 86,400 6,600 7.1%
2002 17,100 15,000 2,100 12.2% 95,500 87,600 7,900 8.3%
2003 17,400 15,200 2,200 12.4% 96,900 88,700 8,200 8.5%
2004 17,400 15,400 2,000 11.7% 98,000 90,200 7,800 7.9%
2005 17,700 15,800 1,900 10.7% 99,600 92,400 7,200 7.2%
2006 17,500 15,700 1,800 10.1% 98,700 92,000 6,700 6.8%
August
2007 18,100 16,200 1,900 10.3% 101,800 94,700 7,100 7.0%
Change, 2000-2006
Number 1,500 1,300 200 n/a 8,400 7,700 700 n/a
Percent 9.4% 9.0% 12.5% n/a 9.3% 9.1% 11.7% n/a
City of Turlock Stanislaus County
Unem- Unem-
Labor Employ- Unemploy- ployment Labor Employ- Unemploy- ployment
Force (a) ment ment Rate Force (a) ment ment Rate

2000 25,800 24,300 1,500 5.8% 207,700 191,500 16,200 7.8%
2001 26,600 24,900 1,700 5.9% 214,300 196,400 17,900 8.3%
2002 27,200 25,200 2,000 6.3% 220,300 199,000 21,300 9.7%
2003 27,500 25,500 2,000 6.9% 223,700 201,600 22,100 9.9%
2004 27,900 26,000 1,900 7.4% 225,800 204,900 20,900 9.2%
2005 28,400 26,600 1,800 7.3% 229,400 210,100 19,300 8.4%
2006 28,200 26,500 1,700 6.2% 227,100 209,000 18,100 8.0%
August
2007 29,100 27,300 1,800 6.1% 234,300 215,200 19,100 8.1%
Change, 2000-2006
Number 2,400 2,200 200 n/a 19,400 17,500 1,900 n/a
Percent 9.3% 9.1% 13.3% n/a 9.3% 9.1% 11.7% n/a
Notes:

(a) Civilian Labor Force refers to workers by place of residence. Sum may not equal parts due to independent rounding.
Data represent annual averages of monthly employment data.

Sources: California Employment Development Department; BAE, 2007.
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Appendix C: Retail Sales Trends, 1996 to 2006

Appendix C-1: Ceres Retail Sales Trends, 1996 to 2006 (Adjusted for Inflation)

Sales in 2006 $000 (a) (b) (c) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 4Q05-3Q06
Apparel Stores $3,008 $2,527 $2,725 $3,470 $3,450 $3,581 $4,056 $5,203 $4,682 $4,363 $4,489
General Merchandise Stores (d) $100,739 $108,524 $116,338 $126,551 $135,796 $142,634 $147,997 $144,938 $140,096 $140,821 $135,252
Food Stores (e) $75,748 $68,042 $68,404 $81,637 $84,429 $89,919 $87,002 $84,763 $93,314 $103,189 $103,863
Eating and Drinking Places $31,554 $32,125 $32,773 $32,932 $34,722 $35,921 $38,686 $36,705 $38,145 $39,839 $39,857
Home Furnishings and Appliances $1,087 $885 $1,042 $1,330 $1,421 $1,637 $1,693 $1,495 $1,495 $1,973 $1,825
Building Materials and Farm Implements $10,569 $12,907 $20,984 $26,342 $30,001 $29,900 $26,980 $41,714 $46,583 $55,717 $75,162
Auto Dealers and Auto Supplies $34,105 $36,647 $41,739 $48,702 $42,856 $44,431 $43,094 $43,543 $38,934 $45,448 $39,551
Service Stations $33,764 $34,355 $30,738 $35,835 $43,973 $43,395 $40,142 $36,898 $37,195 $46,660 $53,672
Other Retail Stores $19,710 $19,156 $21,325 $26,678 $27,648 $27,525 $28,648 $30,925 $31,659 $31,051 $31,391

Retail Stores Total $310,284 | $315,169 | $336,069 | $383,478 | $404,296 | $418,942 | $418,299 | $426,183 | $432,103 | $469,062 | $485,062

Sales per Capita in 2006 $ (f) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 40Q05-3Q06
Apparel Stores $94 $77 $81 $103 $100 $102 $113 $142 $125 $112 $107
General Merchandise Stores $3,138 $3,309 $3,478 $3,739 $3,924 $4,062 $4,131 $3,964 $3,731 $3,628 $3,221
Food Stores $2,360 $2,074 $2,045 $2,412 $2,440 $2,561 $2,428 $2,318 $2,485 $2,659 $2,473
Eating and Drinking Places $983 $979 $980 $973 $1,003 $1,023 $1,080 $1,004 $1,016 $1,026 $949
Home Furnishings and Appliances $34 $27 $31 $39 $41 $47 $47 $41 $40 $51 $43
Building Materials and Farm Implements $329 $393 $627 $778 $867 $852 $753 $1,141 $1,240 $1,436 $1,790
Auto Dealers and Auto Supplies $1,062 $1,117 $1,248 $1,439 $1,238 $1,265 $1,203 $1,191 $1,037 $1,171 $942
Service Stations $1,052 $1,047 $919 $1,059 $1,271 $1,236 $1,120 $1,009 $990 $1,202 $1,278
Other Retail Stores $614 $584 $638 $788 $799 $784 $800 $846 $843 $800 $747

Retail Stores Total $9,666 $9,609 $10,047 $11,329 $11,682 $11,932 $11,675 $11,655 $11,506 $12,085 | $11,550

Population 32,100 32,800 33,450 33,850 34,609 35,112 35,830 36,565 37,554 38,813 41,997

(a) Retail sales have been adjusted to 2006 dollars using the California Consumer Price Index for All Urban Consumers, published by the State Division of Labor Statistics and Research,
based on data from the U.S. Bureau of Labor Statistics.

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

(c) A "#"sign indicates data supressed to preserve confidentiality due to four or fewer outlets or sales of more than 80% of the category in one store. Suppressed sales have been
combined with Other Retail Stores.

(d) General merchandise store taxable sales have been adjusted to estimate total taxable sales based on a countywide factor derived from a comparison of the Economic Census and BOE data,

based on data in Appendix E. Because of the changes in the ratio between 1992 and 1997, and between 1997 and 2002, the ratio was changed at an even annual rate each set of data points.

Years after 2002 at 2002 ratio. 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Gen Merch Store Adjustment Factor = 78.0% 76.8% 76.2% 75.2% 74.2% 73.2% 72.1% 72.1% 72.1% 72.1%

(e) Food store taxable sales have been adjusted to estimate total taxable sales based on a factor derived from a comparison of the Economic Census and BOE data, based on data in

Appendix D. Because of the changes in the ratio between 1997 and 2002, the ratio was changed at an even annual rate between the two years. Years prior to 1997 at 1997

ratio, and years after 2002 at 2002 ratio. 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Food Store Adjustment Factor = 28.7% 28.7% 28.2% 27.7% 27.2% 26.7% 26.2% 26.2% 26.2% 26.2%
(f) Per capita sales calculated based on State Board of Equalization reported sales and annual Department of Finance population estimates benchmarked to the decennial Census.

Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 1990 and 2000 U.S. Census; 1992, 1997, and 2002 Census of Retail Trade; State Department of Finance; State
Division of Labor Statistics and Research; Bay Area Economics, 2007.
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Appendix C-2: Modesto Retail Sales Trends, 1996 to 2006 (Adjusted for Inflation)

Sales in 2006 $000 (a) (b) (c) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 40Q05-3Q06
Apparel Stores $93,955 $95,117 $97,562 $102,594 $122,633 $130,734 $146,788 $139,713 $159,542 $172,031 $165,661
General Merchandise Stores (d) $656,885 $666,653 $691,231 $724,117 $766,012 $779,344 $778,211 $776,504 $786,283 $774,991 $742,106
Food Stores (e) $438,262 $443,757 $448,720 $469,393 $494,879 $502,532 $515,633 $575,896 $547,162 $519,951 $508,175
Eating and Drinking Places $206,983 $209,611 $219,214 $231,594 $239,361 $253,950 $266,193 $271,537 $278,322 $286,295 $276,434
Home Furnishings and Appliances $122,492 $112,208 $119,010 $121,128 $126,457 $126,734 $148,440 $143,822 $146,664 $144,048 $128,671
Building Materials and Farm Implements $146,095 $167,794 $174,883 $192,126 $195,924 $218,330 $213,088 $226,008 $251,139 $257,968 $221,027
Auto Dealers and Auto Supplies $206,460 $204,564 $223,785 $232,943 $255,381 $267,512 $280,359 $286,779 $272,734 $241,970 $220,291
Service Stations $111,589 $112,045 $100,419 $113,049 $133,210 $123,067 $114,866 $127,491 $141,872 $158,974 $173,359
Other Retail Stores $292,026 $310,139 $326,087 $366,013 $413,077 $422,237 $431,373 $434,101 $451,187 $469,870 $459,085

Retail Stores Total $2,274,745 |$2,321,888 |$2,400,911 |$2,552,957 |$2,746,933 |$2,824,441 1$2,894,951 1$2,981,850 |$3,034,906 |$3,026,099 |$2,894,809

Sales per Capita in 2006 $ (f) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 4Q05-3Q06
Apparel Stores $527 $529 $537 $557 $649 $675 $735 $684 $769 $829 $792
General Merchandise Stores $3,682 $3,706 $3,806 $3,933 $4,056 $4,024 $3,899 $3,804 $3,792 $3,732 $3,548
Food Stores $2,457 $2,467 $2,471 $2,550 $2,620 $2,595 $2,583 $2,821 $2,639 $2,504 $2,429
Eating and Drinking Places $1,160 $1,165 $1,207 $1,258 $1,267 $1,311 $1,334 $1,330 $1,342 $1,379 $1,322
Home Furnishings and Appliances $687 $624 $655 $658 $670 $654 $744 $705 $707 $694 $615
Building Materials and Farm Implements $819 $933 $963 $1,044 $1,037 $1,127 $1,068 $1,107 $1,211 $1,242 $1,057
Auto Dealers and Auto Supplies $1,157 $1,137 $1,232 $1,265 $1,352 $1,381 $1,405 $1,405 $1,315 $1,165 $1,053
Service Stations $625 $623 $553 $614 $705 $635 $575 $625 $684 $766 $829
Other Retail Stores $1,637 $1,724 $1,796 $1,988 $2,187 $2,180 $2,161 $2,126 $2,176 $2,263 $2,195

Retail Stores Total $12,751 $12,907 $13,221 $13,867 $14,545 $14,583 $14,504 $14,607 $14,635 $14,574 $13,839

Population 178,400 179,900 181,600 184,100 188,861 193,680 199,594 204,145 207,376 207,634 209,174

(a) Retail sales have been adjusted to 2006 dollars using the California Consumer Price Index for All Urban Consumers, published by the State Division of Labor Statistics and Research,

based on data from the U.S. Bureau of Labor Statistics.

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

(c) A"#"sign indicates data supressed to preserve confidentiality due to four or fewer outlets or sales of more than 80% of the category in one store. Suppressed sales have been

combined with Other Retail Stores.

(d) General merchandise store taxable sales have been adjusted to estimate total taxable sales based on a factor derived from a comparison of the Economic Census and BOE data,

based on data in Appendix E. Because of the changes in the ratio between 1992 and 2002 (1997 ratio not available), the ratio was changed at an even annual rate between the two

years. Years after 2002 at 2002 ratio. 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Gen Merch Store Adjustment Factor = 76.6% 76.1% 75.7% 75.2% 74.7% 74.2% 73.8% 73.8% 73.8% 73.8% 73.8%

(e) Food store taxable sales have been adjusted to estimate total taxable sales based on a factor derived from a comparison of the Economic Census and BOE data, based on data in

Appendix D. Because of the changes in the ratio between 1997 and 2002, the ratio was changed at an even annual rate between the two years. Years prior to 1997 at 1997

ratio, and years after 2002 at 2002 ratio. 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Food Store Adjustment Factor = 28.7% 28.7% 28.2% 27.7% 27.2% 26.7% 26.2% 26.2% 26.2% 26.2% 26.2%

(f) Per capita sales calculated based on State Board of Equalization reported sales and annual Department of Finance population estimates benchmarked to the decennial Census.

Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 1990 and 2000 U.S. Census; 1992, 1997, and 2002 Census of Retail Trade; State Department of Finance; State
Division of Labor Statistics and Research; Bay Area Economics, 2007.
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Appendix C-3: Turlock Retail Sales Trends, 1996 to 2006 (Adjusted for Inflation)

Sales in 2006 $000 (a) (b) (c) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 4Q05-3Q06
Apparel Stores $7,983 $8,211 $8,623 $8,945 $9,364 $8,545 $16,236 $18,025 $34,535 $34,731 $34,653
General Merchandise Stores (d) $120,861 $133,197 $140,743 $149,264 $170,294 $199,064 $217,357 $220,878 $249,995 $312,319 $312,546
Food Stores (e) $95,211 $99,794 $97,946 $105,088 $111,374 $121,663 $128,061 $126,117 $140,386 $148,256 $154,943
Eating and Drinking Places $56,126 $55,504 $57,886 $62,340 $65,663 $70,577 $71,047 $75,195 $82,985 $90,680 $92,735
Home Furnishings and Appliances $15,657 $14,968 $16,939 $18,600 $17,605 $16,077 $17,813 $20,949 $24,718 $27,291 $27,134
Building Materials and Farm Implements $32,253 $33,765 $35,964 $38,871 $45,727 $74,808 $83,406 $88,650 $111,721 $129,611 $122,532
Auto Dealers and Auto Supplies $79,362 $81,005 $98,895 $117,678 $123,003 $146,570 $145,546 $138,565 $146,916 $149,301 $140,329
Service Stations $50,087 $55,164 $52,511 $55,868 $63,795 $59,361 $57,566 $68,353 $76,991 $81,462 $90,191
Other Retail Stores $57,463 $60,768 $63,690 $67,299 $66,220 $63,847 $64,970 $69,604 $73,958 $75,283 $78,745

Retail Stores Total $515,004 | $542,377 | $573,196 | $623,953 | $673,044 | $760,513 | $802,002 | $826,337 | $942,206 |$1,048,936 | $1,053,807

Sales per Capita in 2006 $ (f) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 40Q05-3Q06
Apparel Stores $158 $160 $165 $167 $168 $146 $268 $289 $535 $518 $511
General Merchandise Stores $2,398 $2,596 $2,691 $2,780 $3,051 $3,409 $3,591 $3,537 $3,871 $4,661 $4,613
Food Stores $1,889 $1,945 $1,873 $1,957 $1,996 $2,083 $2,116 $2,020 $2,174 $2,212 $2,287
Eating and Drinking Places $1,114 $1,082 $1,107 $1,161 $1,177 $1,209 $1,174 $1,204 $1,285 $1,353 $1,369
Home Furnishings and Appliances $311 $292 $324 $346 $315 $275 $294 $335 $383 $407 $400
Building Materials and Farm Implements $640 $658 $688 $724 $819 $1,281 $1,378 $1,420 $1,730 $1,934 $1,808
Auto Dealers and Auto Supplies $1,575 $1,579 $1,891 $2,191 $2,204 $2,510 $2,404 $2,219 $2,275 $2,228 $2,071
Service Stations $994 $1,075 $1,004 $1,040 $1,143 $1,016 $951 $1,095 $1,192 $1,216 $1,331
Other Retail Stores $1,140 $1,185 $1,218 $1,253 $1,186 $1,093 $1,073 $1,115 $1,145 $1,123 $1,162

Retail Stores Total $10,218 $10,573 $10,960 $11,619 $12,059 $13,023 $13,249 $13,232 $14,590 $15,653 $15,553

Population 50,400 51,300 52,300 53,700 55,811 58,399 60,534 62,449 64,577 67,010 67,757

(a) Retail sales have been adjusted to 2006 dollars using the California Consumer Price Index for All Urban Consumers, published by the State Division of Labor Statistics and Research,
based on data from the U.S. Bureau of Labor Statistics.

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

(c) A"#"sign indicates data supressed to preserve confidentiality due to four or fewer outlets or sales of more than 80% of the category in one store. Suppressed sales have been
combined with Other Retail Stores.

(d) General merchandise store taxable sales have been adjusted to estimate total taxable sales based on a countywide factor derived from a comparison of the Economic Census and BOE data,

based on data in Appendix E. Because of the changes in the ratio between 1992 and 1997, and between 1997 and 2002, the ratio was changed at an even annual rate each set of data points.

Years after 2002 at 2002 ratio. 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Gen Merch Store Adjustment Factor = 78.0% 76.8% 76.2% 75.2% 74.2% 73.2% 72.1% 72.1% 72.1% 72.1%
(e) Food store taxable sales have been adjusted to estimate total taxable sales based on a factor derived from a comparison of the Economic Census and BOE data, based on data in
Appendix D. Because of the changes in the ratio between 1997 and 2002, the ratio was changed at an even annual rate between the two years. Years prior to 1997 at 1997
ratio, and years after 2002 at 2002 ratio. 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Food Store Adjustment Factor = 50.0% 50.0% 47.8% 45.7% 43.7% 41.7% 39.9% 39.9% 39.9% 39.9%
(f) Per capita sales calculated based on State Board of Equalization reported sales and annual Department of Finance population estimates benchmarked to the decennial Census.

Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 1990 and 2000 U.S. Census; 1992, 1997, and 2002 Census of Retail Trade; State Department of Finance; State
Division of Labor Statistics and Research; Bay Area Economics, 2007.
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Appendix C-4: Stanislaus County Retail Sales Trends, 1996 to 2006 (Adjusted for Inflation)

Sales in 2006 $000 (a) (b) (c) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 4Q05-3Q06
Apparel Stores $107,600 $108,491 $111,764 $118,096 $138,895 $147,954 $174,285 $171,216 $207,762 $222,189 $220,866
General Merchandise Stores (d) $921,832 $959,477 $999,895 | $1,059,130 | $1,140,377 | $1,194,526 | $1,229,791 | $1,230,862 | $1,264,298 | $1,335,546 | $1,327,273
Food Stores (e) $817,324 $830,927 $798,192 $858,328 $906,330 $954,405 $964,807 | $1,022,573 | $1,028,422 | $1,049,636 ] $1,055,133
Eating and Drinking Places $356,719 $362,431 $376,853 $399,851 $412,820 $439,055 $456,314 $466,321 $487,059 $508,243 $502,798
Home Furnishings and Appliances $161,849 $149,909 $160,177 $166,876 $175,870 $177,734 $205,166 $206,978 $214,045 $218,937 $200,570
Building Materials and Farm Implements $340,828 $374,817 $394,806 $431,099 $442,824 $489,996 $490,904 $546,361 $651,564 $712,985 $701,519
Auto Dealers and Auto Supplies $626,055 $633,242 $739,453 $849,580 $967,384 | $1,103,994 | $1,088,493 | $1,085,883 | $1,091,562 | $1,090,840 | $1,011,947
Service Stations $272,788 $277,220 $256,150 $303,371 $360,649 $338,271 $324,194 $357,973 $412,616 $485,003 $546,035
Other Retail Stores $585,589 $601,508 $635,508 $640,605 $685,677 $694,236 $724,976 $758,511 $794,029 $820,881 $820,204

Retail Stores Total $4,190,585 |$4,298,022 1$4,472,799 1$4,826,936 |$5,230,826 |$5,540,171 |$5,658,930 |$5,846,676 |$6,151,356 |$6,444,260 | $6,386,345

Sales per Capita in 2006 $ (f) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 40Q05-3Q06
Apparel Stores $258 $256 $260 $271 $311 $323 $369 $353 $420 $440 $430
General Merchandise Stores $2,208 $2,267 $2,330 $2,429 $2,551 $2,605 $2,602 $2,540 $2,555 $2,647 $2,585
Food Stores $1,958 $1,963 $1,860 $1,968 $2,028 $2,081 $2,041 $2,111 $2,079 $2,081 $2,055
Eating and Drinking Places $854 $856 $878 $917 $924 $957 $965 $962 $984 $1,007 $979
Home Furnishings and Appliances $388 $354 $373 $383 $393 $388 $434 $427 $433 $434 $391
Building Materials and Farm Implements $816 $886 $920 $989 $991 $1,068 $1,039 $1,128 $1,317 $1,413 $1,366
Auto Dealers and Auto Supplies $1,500 $1,496 $1,723 $1,948 $2,164 $2,407 $2,303 $2,241 $2,206 $2,162 $1,971
Service Stations $653 $655 $597 $696 $807 $738 $686 $739 $834 $961 $1,063
Other Retail Stores $1,403 $1,421 $1,481 $1,469 $1,534 $1,514 $1,534 $1,566 $1,605 $1,627 $1,597

Retail Stores Total $10,037 $10,156 $10,424 $11,068 $11,702 $12,080 $11,973 $12,068 $12,433 $12,774 $12,438

Population 417,500 423,200 429,100 436,100 446,997 458,612 472,654 484,496 494,747 504,478 513,441

(a) Retail sales have been adjusted to 2006 dollars using the California Consumer Price Index for All Urban Consumers, published by
the State Division of Labor Statistics, based on data from the U.S. Bureau of Labor Statistics.

(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.
(c) A"#"sign indicates data supressed to preserve confidentiality due to four or fewer outlets or sales of more than 80% of the category in one store. Suppressed sales have been

combined with Other Retail Stores.

(d) General merchandise store taxable sales have been adjusted to estimate total taxable sales based on a countywide factor derived from a comparison of the Economic Census and BOE data,

based on data in Appendix E. Because of the changes in the ratio between 1992 and 1997, and between 1997 and 2002, the ratio was changed at an even annual rate each set of data points.

Years after 2002 at 2002 ratio. 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Gen Merch Store Adjustment Factor = 78.0% 76.8% 76.2% 75.2% 74.2% 73.2% 72.1% 72.1% 72.1% 72.1%
(e) Food store taxable sales have been adjusted to estimate total taxable sales based on a factor derived from a comparison of the Economic Census and BOE data, based on data in
Appendix D. Because of the changes in the ratio between 1997 and 2002, the ratio was changed at an even annual rate between the two years. Years prior to 1997 at 1997
ratio, and years after 2002 at 2002 ratio. 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Food Store Adjustment Factor = 33% 33% 33% 32% 32% 31% 31% 31% 31% 31%

(f) Per capita sales calculated based on State Board of Equalization reported sales and annual Department of Finance population estimates benchmarked to the decennial Census.

Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 1990 and 2000 U.S. Census; 1992, 1997, and 2002 Census of Retail Trade; State Department of Finance; State
Division of Labor Statistics and Research; Bay Area Economics, 2007.
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Appendix C-5: California Retail Sales Trends, 1996 to 2006 (Adjusted for Inflation)

Sales in 2006 $000 (a) (b) (c)
Apparel Stores
General Merchandise Stores (d)
Food Stores (e)
Eating and Drinking Places
Home Furnishings and Appliances
Building Materials and Farm Implements
Auto Dealers and Auto Supplies
Service Stations
Other Retail Stores

Retail Stores Total

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 4Q05-3Q06
$14,834,061 $15,122,390 $15,084,469 $14,314,347 $15,471,235 $15,510,553 $15,868,601 $16,782,190 $18,267,540 $19,441,769 $19,444,226
$57,636,705 $60,035,906 $63,338,565 $68,256,729 $71,647,160 $71,751,366 $72,766,743 $74,150,864 $77,097,019 $78,282,669 $78,024,129
$62,300,809 $63,959,570 $63,931,917 $66,706,753 $69,296,500 $68,806,067 $68,141,885 $68,206,980 $67,892,917 $69,782,661 $69,397,546
$35,855,345 $37,055,670 $38,635,852 $40,546,680 $42,704,201 $42,689,902 $43,072,564 $44,277,635 $46,619,220 $48,222,627 $48,524,509
$13,038,665 $12,633,801 $13,546,917 $14,962,155 $16,369,029 $15,445,365 $15,816,668 $16,698,727 $17,673,109 $18,066,743 $17,550,306
$21,312,454 $23,077,478 $24,898,852 $27,799,574 $29,871,387 $30,655,435 $31,755,132 $33,934,010 $39,999,562 $41,203,905 $40,608,455
$47,852,341 $49,865,498 $54,523,750 $61,289,391 $68,313,771 $70,409,000 $72,188,884 $74,130,650 $76,238,087 $76,471,319 $71,589,663
$25,516,799 $25,336,166 $22,310,430 $25,381,124 $30,357,796 $28,528,182 $27,065,652 $30,640,392 $35,291,207 $40,070,377 $43,571,754
$50,459,537 $53,046,654 $55,406,572 $60,390,942 $65,292,778 $60,832,965 $59,109,596 $60,213,896 $63,678,698 $66,031,512 $66,206,342

$328,806,716

$340,133,133

$351,677,322

$379,647,696

$409,323,855

$404,628,835

$405,785,724

$419,035,343

$442,757,359

$457,573,583

$454,916,929

Sales per Capita in 2006 $ (f) 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 4Q05-3Q06
Apparel Stores $466 $470 $462 $432 $457 $450 $452 $470 $504 $529 $523
General Merchandise Stores $1,810 $1,864 $1,940 $2,060 $2,115 $2,083 $2,074 $2,078 $2,127 $2,131 $2,098
Food Stores $1,957 $1,986 $1,958 $2,013 $2,046 $1,998 $1,942 $1,911 $1,873 $1,899 $1,866
Eating and Drinking Places $1,126 $1,151 $1,183 $1,223 $1,261 $1,239 $1,228 $1,241 $1,286 $1,312 $1,305
Home Furnishings and Appliances $410 $392 $415 $451 $483 $448 $451 $468 $487 $492 $472
Building Materials and Farm Implements $669 $717 $762 $839 $882 $890 $905 $951 $1,103 $1,121 $1,092
Auto Dealers and Auto Supplies $1,503 $1,548 $1,670 $1,849 $2,017 $2,044 $2,057 $2,077 $2,103 $2,081 $1,925
Service Stations $801 $787 $683 $766 $896 $828 $771 $858 $973 $1,091 $1,171
Other Retail Stores $1,585 $1,647 $1,697 $1,822 $1,928 $1,766 $1,685 $1,687 $1,757 $1,797 $1,780

Retail Stores Total $10,328 $10,561 $10,769 $11,456 $12,084 $11,748 $11,565 $11,740 $12,213 $12,453 $12,231

Population 31,837,000 32,207,000 32,657,000 33,140,000 33,873,086 34,441,561 35,088,671 35,691,534 36,252,878 36,743,186 37,195,240

(a) Retalil sales have been adjusted to 2006 dollars using the California Consumer Price Index for All Urban Consumers, published by the State Division of Labor Statistics, based on data from the U.S. Bureau of Labor

Statistics.

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

(c) A"#"sign indicates data supressed to preserve confidentiality due to four or fewer outlets or sales of more than 80% of the category in one store. Suppressed sales have been combined with Other Retail Stores.

(d) General merchandise store taxable sales have been adjusted to estimate total taxable sales based on a statewide factor derived from a comparison of the Economic Census and BOE data,

based on data in Appendix E. Because of the changes in the ratio between 1992 and 1997, and between 1997 and 2002, the ratio was changed at an even annual rate each set of data points.

Years after 2002 at 2002 ratio. 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Gen Merch Store Adjustment Factor = 80.6% 79.8% 78.7% 77.9% 77.0% 76.2% 75.4% 75.4% 75.4% 75.4% 75.4%

(d) Food store taxable sales have been adjusted to estimate total taxable sales based on a factor derived from a comparison of the Economic Census and BOE data, based on data in Appendix D. Because of the

substantial changes in the ratio between 1997 and 2002, the ratio was changed at an even annual rate between the two years. Years prior to 1997 at 1997 ratio, and years after 2002 at 2002 ratio.

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Food Store Adjustment Factor = 33% 33% 32% 32% 32% 32% 31% 31% 31% 31% 31%

(e) Per capita sales calculated based on State Board of Equalization reported sales and annual Department of Finance population estimates benchmarked to the decennial Census.

Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 1990 and 2000 U.S. Census; 1992, 1997, and 2002 Census of Retail Trade; State Department of Finance; State Division of Labor Statistics and
Research; Bay Area Economics, 2007.
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Appendix D: Adjustment Factors for Taxable Food Store Sales

Stanislaus
Ceres Modesto Turlock County State
Total Sales, from 2002 Economic Census (a) (b):
Food and beverage stores (NAICS 445) $76,917 $412,292 $113,217 $852,972 $60,243,253
Taxable Sales,
from State Board of Equalization (a) (c):
Food Store Taxable Sales $20,150 $119,423 $45,164 $260,781 $18,951,412
Percent Taxable Sales: 26% 29% 40% 31% 31%
Stanislaus
Ceres Modesto Turlock County State
Total Sales, from 1997 Economic Census (a) (b):
Food and beverage stores (NAICS 445) $51,880 (d)  $318,495 $76,090 $633,557 $48,767,273
Taxable Sales,
from State Board of Equalization (a) (c):
Food Store Taxable Sales $14,898 $97,162 38,045 $209,793 $15,924,286
Percent Taxable Sales: 29% 31% 50% 33% 33%

(a) Sales in $1,000s.

(b) Sales expressed in uninflated dollars,unlike most other tables.

(c) These are the best matches available for type of store. Because they are not necessarily exact matches, and

because the Economic Census and the State Board of Equalization rely on different data gathering methodologies,

the percentages calculated here should be seen as general guides rather than hard and fast rules for food stores.

Individual stores may vary widely due to product mix and other factors.

(d) Based on NAICS 44511, Supermarkets & Other Grocery Stores (except Convenience Stores). Data for entire 445 sector not disclosed.

Sources: 1997 and 2002 Economic Census; California State Board of Equalization; Bay Area Economics, 2007.
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Appendix E: Adjustment Factors for Taxable General Merchandise Store Sales

For 2002:

Total Sales, from Economic Census (a) (b):

General Merchandise Stores
Drug Stores
Total General Merchandise Store Group

Taxable Sales,

from State Board of Equalization (a) (c):
General Merchandise Stores

Drug Stores

Total General Merchandise Store Group

Percent Taxable Sales:

General Merchandise Stores

Drug Stores

Total General Merchandise Store Group

For 1997:

Total Sales, from Economic Census (a) (b):

General Merchandise Stores
Drug Stores
Total General Merchandise Store Group

Taxable Sales,

from State Board of Equalization (a) (c):
General Merchandise Stores

Drug Stores

Total General Merchandise Store Group

Percent Taxable Sales:

General Merchandise Stores

Drug Stores

Total General Merchandise Store Group

For 1992:

Total Sales, from Economic Census (a) (b):

General Merchandise Stores (SIC 53)
Drug and Proprietary Stores (SIC 591)
Total General Merchandise Store Group

Taxable Sales,

from State Board of Equalization (a) (c):
General Merchandise Stores

Drug Stores

Total General Merchandise Store Group

Percent Taxable Sales:

General Merchandise Stores

Drug Stores

Total General Merchandise Store Group

Stanislaus
State County Modesto Ceres Turlock
$46,696,215 $798,328 $546,809 $101,864 na
$17,635,808 $288,912 $141,196 na $32,491
$64,332,023 $1,087,240 $688,005 na na
$42,741,257 $703,994
$5,745,634 $80,437
$48,486,891 $784,431 $507,438 $94,401 $138,643
92% 88%
33% 28%
75% 2% 74%
Stanislaus
State County Modesto Ceres Turlock
$34,519,458 $549,416 na $65,776 na
$11,256,138 $182,157 $104,142 $19,675 na
$45,775,596 $731,573 na $85,451 na
$31,393,390 $489,808
$5,132,455 $71,939
$36,525,845 $561,747 387,033 $63,538 77,983
91% 89%
46% 39%
80% 7% 74%
Stanislaus
State County Modesto Ceres Turlock
$28,661,546 $453,445 $403,121
$9,963,654 $151,482 $85,732 $19,110 $32,546
$38,625,200 $604,927 $488,853
$27,107,738 $415,054 $338,629 $22,287 $35,165
$5,353,109 $85,891 $45,642 $13,489 $17,547
$32,460,847 $500,945 $384,271 $35,776 $52,712
95% 92% 84%
54% 57% 53% 71% 54%
84% 83% 79%

(a) Sales in $1,000s.

(b) Sales expressed in uninflated dollars,unlike most other tables.
(c) These are the best matches available for type of store. Because they are not necessarily exact matches, and because the
Economic Census and the State Board of Equalization rely on different data gathering methodologies, the percentages calculated
here should be seen as general guides rather than hard and fast rules for each store type. Individual stores may vary widely due to

product mix and other factors.

Sources: Census of Retail Trade; California State Board of Equalization; Bay Area Economics, 2007.
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Appendix F: Retail Sales in Benchmark Counties for Leakage Model

Sales in 2006 $000 (a) (b) (c)
Apparel Stores
General Merchandise Stores
Food Stores (d)
Eating and Drinking Places
Home Furnishings and Appliances
Building Materials and Farm Implements
Auto Dealers and Auto Supplies
Service Stations
Other Retail Stores

Retail Stores Total (b)

Sales per Capita in 2006 $ (c) (e)
Apparel Stores
General Merchandise Stores
Food Stores (d)
Eating and Drinking Places
Home Furnishings and Appliances
Building Materials and Farm Implements
Auto Dealers and Auto Supplies
Service Stations
Other Retail Stores

Retail Stores Total (b)

Population (f)

Combined
Benchmark
San Joaquin Merced Kern Fresno Stanislaus Kings Tulare Area California
$213,965 $33,144 $232,765 $323,499 $220,866 $28,466 $139,348 $1,192,053 $19,444,226
$1,478,222 $479,255 | $1,552,411 $2,092,646 | $1,327,273 $233,922 $917,106 $8,080,834 $78,024,129
$1,196,875 $370,814 | $1,342,173 $1,574,078 $1,055,133 $239,700 $757,795 $6,536,568 $69,397,546
$600,102 $177,742 $764,860 $892,639 $502,798 $103,766 $329,475 $3,371,382 $48,524,509
$176,755 $48,689 $259,492 $307,954 $200,570 $21,691 $106,270 $1,121,421 $17,550,306
$994,575 $220,680 $896,582 $1,186,166 $701,519 $101,274 $426,719 $4,527,515 $40,608,455
$1,343,689 $312,453 | $1,447,683 $1,930,598 | $1,011,947 $153,067 $603,012 $6,802,449 $71,589,663
$933,899 $352,326 | $1,121,977 $774,563 $546,035 $93,821 $256,934 $4,079,555 $43,571,754
$1,063,992 $210,131 | $1,077,759 $1,511,372 $820,204 $145,204 $510,347 $5,339,009 $66,206,342
$8,002,074 | $2,205,234 | $8,695,701 ]| $10,593,515 | $6,386,345 | $1,120,911 | $4,047,006 § $41,050,786 | $454,916,929
Combined
Benchmark
San Joaquin Merced Kern Fresno Stanislaus Kings Tulare Area California
$320 $135 $299 $359 $430 $192 $332 $324 $523
$2,212 $1,947 $1,992 $2,325 $2,585 $1,580 $2,183 $2,199 $2,098
$1,791 $1,507 $1,722 $1,749 $2,055 $1,619 $1,804 $1,778 $1,866
$898 $722 $981 $992 $979 $701 $784 $917 $1,305
$265 $198 $333 $342 $391 $146 $253 $305 $472
$1,488 $897 $1,150 $1,318 $1,366 $684 $1,016 $1,232 $1,092
$2,011 $1,270 $1,857 $2,145 $1,971 $1,034 $1,435 $1,851 $1,925
$1,398 $1,432 $1,439 $861 $1,063 $634 $612 $1,110 $1,171
$1,592 $854 $1,383 $1,680 $1,597 $981 $1,215 $1,453 $1,780
$11,975 $8,960 $11,156 $11,772 $12,438 $7,570 $9,633 $11,169 $12,231
668,259 246,114 779,490 899,872 513,441 148,073 420,131 3,675,380 37,195,240

(a) Retail sales have been adjusted to 2006 dollars using the California Consumer Price Index for All Urban Consumers, published by the State Division of Labor Statistics and
Reseach, based on data from the U.S. Bureau of Labor Statistics.
(b) Analysis excludes all non-retail outlets (business and personal services) reporting taxable sales.
(c) For some of the smaller counties, general merchandise stores were combined with other retail in the taxable sales data due to disclosure restrictions. BAE has estimated general
merchandise sales based on the ratio of general merchandise to other retail sales for the last year for which data were available (usually 2001) and applied that ratio to 2005 sales.

(d) Food store taxable sales have been adjusted to estimate total taxable sales based on a factor derived from a comparison of the Census of Retail Trade from 2002.
(e) Per capita sales calculated based on State Board of Equalization reported sales and annual Department of Finance population estimates benchmarked to the decennial Census.
(f) Population from DOF Report E-5 for 2007. Uses Jan 1, 2006 number.

Sources: State Board of Equalization; U.S. Bureau of Labor Statistics; 2000 U.S. Census; 2002 Census of Retail Trade; State Department of Finance; State Division of Labor
Statistics and Research: Bay Area Economics, 2007.
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Appendix G: Derivation of Sales per Square Foot Estimate for Restaurants

Sale per Square Foot
Range of Estimate

Low High Midpoint
Coffee/Juice Bars $75 $150 $113
Fast Food $350 $750 $550
Fast Casual $300 $700 $500
Coffee Shops $400 $600 $500
Buffet $300 $400 $350
Family Dining $400 $650 $525
Dinner House $325 $800 $563
Average of Midpoints $443
Rounded to nearest $5 $445

Sources: The HAL Companies 2007 Retail Store Taxable Sales Estimates ; BAE, 2007

Appendix H: Population Trends for Modesto and Turlock, 2000-2012

Average Average

Annual Annual

Change Change
Area 2000 2007 2000-2007 2009 2012 2007-12
City of Modesto 188,856 210,585 1.6% 217,248 227,641 1.6%
City of Turlock 55,810 70,577 3.4% 74,557 80,952 2.8%
Stanislaus County 446,997 520,720 2.2% 542,035 575,654 2.0%
California 33,871,648 37,075,982 1.3% 38,097,973 39,684,022 1.4%

Data for 2009 assume a constant rate of change from 2007 through 2012.

Sources: 2000 U.S. Census; Claritas 2007; BAE, 2007.

52



Appendix |: Building Permit Trends

Primary Trade Area (City of Ceres)

YTD
Building Type 2000 2001 2002 2003 2004 2005 2006 2007 2008
Single Family 99 145 268 351 634 676 313 119 21
2 Family 0 0 12 18 10 12 10 22 0
3 &4 Family 0 0 0 6 0 7 30 6 0
5 or More Family 0 0 54 0 58 16 26 0 0
Total 99 145 334 375 702 711 379 147 21
Stanislaus County

YTD
Building Type 2000 2001 2002 2003 2004 2005 2006 2007 2008
Single Family 2,738 2,921 2,825 3,868 3,796 3,473 2,010 1,352 na
2 Family 12 30 66 50 38 18 20 46 na
3 & 4 Family 15 31 57 117 39 11 39 6 na

5 or More Family 190 143 54 84 417 179 26 461 na

Total 2,955 3,125 3,002 4,119 4,290 3,681 2,095 1,865 na

Notes: Year-to-date 2008 includes January through June. Does not include imputed
units. Monthly data for 2008 not available for Stanislaus County.

Source: U.S Census Bureau, Building Permit Trends, 2008; Bay Area Economics, 2008.
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