

















3. DEMOGRAPHIC AND EcoNOMIC CONDITIONS

FIGURE 3-2
PERCEIVED BUSINESS CONDITIONS DURING
THE PREVIOUS TWELVE MONTHS

South Lake Tahoe
2005 and 2007
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Source: City of South Lake Tahoe, 2005 and 2007 Business Conditions Surveys
Estimated Retail Square Footage

Table 3-25 shows the estimated retail square footage by location in South Lake Tahoe in 1989 and 2005.
As shown in the table, the Tahoe Valley Community Plan Area (the “Y” area) has historically had the
largest amount of retail square footage, and retains the largest percent lead in 2005 (34 percent).
However, the Stateline/Ski Run Community Plan Area has been the leader in new development with
78,000 square feet of retail added between 1989 and 2005. This addition is largely a result of the
Marriot/Heavenly project. Overall, the city added 96,500 square feet of new retail between 1989 and
2000, bringing the total to approximately 1.3 million in 2005.

TABLE 3-25
ESTIMATED RETAIL SQUARE FOOTAGE BY LOCATION

City of South Lake Tahoe
1989 and 2005

Additional Percent of
Location 1989 Base Sq._ Ft. Added | 2005 Total 2005 Total

Since 1989
Tahoe Valley Community Plan Area 445,200 2,000 447,200 34%
Sierra area 152,150 2,500 154,650 12%
Bijou/Al Tahoe Community Plan Area 282,500 14,000 296,500 23%
Stateline/Ski Run Community Plan Area 300,600 78,000 378,600 29%
Tahoe Keys area 30,700 0 30,700 2%
TOTAL 1,211,150 96,500 1,307,650 100%

Note: 1989 base includes pure retail space and professional office/service space, and excludes industrial space,
auto dealers, service stations, theatres, commercial recreation, and government and public buildings.

Source: RRC Associates review of County Assessor data, South Lake Tahoe community plans, 1996 and 2001 TRPA
cumulative accounting reports, and Stateline/Ski Run redevelopment implementation documents.
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The 2005 RRC report found that annual taxable retail sales in South Lake Tahoe rose significantly from
1997 ($213.0 million) to 2000 ($259.2 million), then declined slightly through 2003 ($256.0 million),
before rising to an estimated $274 million in 2004. In real terms (inflation-adjusted to 2004 dollars), real
taxable sales peaked in 2000 ($289.7 million) before declining steadily through 2003 ($262.7 million),
and rebounding partially in 2004 ($274 million). In addition to the RRC report, the HDL Companies
found that sales tax revenues for the City grew from $3.4 million in 2004 to $3.7 million in 2006, a 10
percent gain over two years.

Productivity of retail commercial space varies widely across the city. Average annual sales per square
foot in South Lake Tahoe are estimated at roughly $250 per square foot, assuming approximately $330
million in total annual retail sales. Sales per square foot (excluding automotive and service station
groups) is estimated to be highest in the Stateline/Ski Run Community Plan Area (approximately $315
per square foot), followed by the Bijou/Al Tahoe Community Plan Area ($220 per square foot), Tahoe
Valley Community Plan Area ($210 per square foot), and the Sierra area® ($200/square foot). Sales per
square foot are estimated to be particularly high in the tourist-oriented redevelopment area near Stateline
(roughly $400-$450per square foot). Similarly, fluctuations in productivity vary significantly based on
seasonal and national economic conditions, with the Tahoe Valley area least variable, followed by
Bijou/Al Tahoe, Sierra, and Stateline as the most variable.

Retail Demand and Leakage Analysis

One of the significant issues explored by RRC in its 2005 report is the issue of retail leakage from the
South Lake Tahoe community, as a function of the resident population increasingly patronizing new
major big box retailers in the Carson Valley and higher-end major retailers in Reno and the
Sacramento/Grass Valley areas instead of retail establishments located within South Lake Tahoe. To
calculate the extent of this leakage, RRC developed a comprehensive model, the same one previously
used by TRPA, to analyze and forecast the demand for commercial floor area. The conclusion of that
analysis is that South Shore residents (South Lake Tahoe residents, plus residents in the Tahoe Region
portions of El Dorado and Douglas Counties) spend approximately $185 million annually at retailers
within the community. This accounts for only 40 percent of total South Shore resident annual retail
potential of $463 million, with the remaining 60 percent spent outside the Tahoe Region.

Among the various retail segments, the highest capture rates are achieved by food stores (90 percent) and
eating and drinking establishments (55 percent). The lowest capture rates (greatest leakage) occur in
general merchandise stores (17 percent capture), apparel stores (21 percent), “other” retail stores (22
percent), and home furnishings and appliances stores (24 percent).

Fortunately, the outflow of local spending is mitigated substantially by the retail spending of visitors and
second homeowners. Overall, of the $376 million in total retail spending in 2004 within South Lake
Tahoe, 51 percent, or $191 million, was attributed to visitors and second homeowners. Visitors had
particularly higher spending contributions in the areas of apparel (86 percent share of sales), eating and
drinking places (69 percent), and “other” retail (72 percent).

®In the RRC Report, the Sierra area is generally defined as the area along US 50 between the South Y and Bijou/Al
Tahoe Community Plan area. This area does not have a community plan, but has significant retail activity.
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The City tracks inquiries for types of commercial space on its GIS Planning website. Inquiries show high
interest in office, industrial, warehouse and retail property.

Industrial Demand

TRPA restricts new industrial uses in the Tahoe Region. Underscoring this point, TRPA does not have a
land use category that allows industrial uses in the Land Use Element of the Goals and Policies Report.
Nonetheless, the City of South Lake Tahoe has looked at ways to retain, expand, and upgrade their
existing industrial uses. These uses are primarily located north of the US 50/SR 89 Y interchange and in
the South “Y” Industrial Tract. The South “Y” Industrial Tract Community Plan, which has been
approved by TRPA and uses commercial floor area for development of new buildings, includes the
following goal related to industrial use location and expansion:

" Industrial Development Goal: Provide a concentrated area for industrial uses within
South Lake Tahoe that includes appropriate infrastructure to support existing and new
uses. Ensure that new, remodeled, and rehabilitated developments are designed and
implemented in a way that is compatible with neighboring uses.

Regulatory Setting

Topics in this section are regulated by the following agencies, laws, and ordinances.
Regional (Bi-State)

Tahoe Basin Regional Plan

Developed by TRPA, the Regional Plan for the Lake Tahoe Region (Regional Plan) provides policy
guidance to decision-makers on issues affecting the Region’s resources and remaining capacities. The
Regional Plan also provides for the achievement and maintenance of the adopted environmental threshold
carrying capacities (thresholds), while providing opportunities for orderly growth and development. The
following goals and policies relate to economic growth and development allocations in the General Plan
Area.

" Land Use Element Goal #1, Policy #1. The primary function of the Region shall be as a
mountain recreation area with outstanding scenic and natural values. The economic
health of the Region depends on a viable tourist and recreation-oriented environment. It
is not the intent of this Regional Plan to encourage other economic development, such as
industry or non-service commercial facilities, at the expense of outdoor recreation in the
Tahoe Region.

" Land Use Element Goal #1, Policy #3. The Regional Plan shall seek to maintain a
balance between economic health and the environment.

® Land Use Element Goal #2, Policy #5. All plan area statements, community plans, or
other specific plans adopted by the agency shall specify the total additional development
which may be permitted within the region, not to exceed the limitations set forth in A, B,
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C, D, and E, below. Reconstruction and relocation of existing development are not
considered additional development.

A. Tourist Accommodation: There is a limited need for additional tourist
accommodation units. Based on demonstrated need, projects may be permitted
additional units as specified within a community plan and as provided for in Goal
#3 of the Development and Implementation Priorities Sub-element. The total
number of additional tourist accommodation units shall not exceed 400 units for
the first 20 years of this plan (1987 to 2007). (See Goals #2 and #3 of the
Development and Implementation Priorities Sub-element for more detail.)
Amended 4/24/02.

B. Commercial: The amount of additional commercial development is based on
the estimated needs of the region. Commercial development may be permitted as
specified in plan area statements, community plans, or other specific plans. The
total additional gross commercial floor area permitted shall not exceed 800,000
square feet, excluding minor expansion, for the first 20 years of this plan (1987 to
2007).

Development and Implementation Sub-element Goal #2, Policy #4. A maximum of
400,000 square feet of additional gross commercial floor area may be permitted during
the first ten years of the plan and as extended for an additional ten years. Development of
additional commercial floor area shall be allocated as follows:

Commercial development poses a particularly difficult problem in terms of demands on
transportation systems. Controlling the rate of new commercial development will
minimize these impacts and provide an opportunity for transportation systems to keep
pace. The amount of additional commercial floor area allowed within a community plan
for the first ten years of the Regional Plan shall be 360,000 square feet. Seventy-five
percent of that amount shall be distributed to local jurisdictions by ordinance based on
recommendations of Advisory Planning Commission (APC) and the local jurisdictions,
considering such factors as available water and sewage disposal service, the inventory of
potentially developable properties, and anticipated needs. TRPA shall then further
allocate those amounts to community plans as part of the community planning process.
Of the 360,000 square feet, 25 percent shall be retained by TRPA for later distribution to
community plans (CPs). Of that 25 percent, 36,000 square feet may be allocated by
TRPA to projects within CPs before the CP is adopted. Such projects shall be subject to
the rules that apply outside CP Areas. The remaining 15 percent shall be allocated by
TRPA pursuant to the provisions governing the CP process. The rate of development
within a CP shall be set forth in a schedule in the adopted CP. The schedule shall be
correlated with schedules for the accomplishment of other CP programs such as
transportation improvements, and watershed restoration work. If those are behind
schedule, adjustments in CP growth rates shall be required.

The amount of additional commercial floor area allowed outside community plans shall
be no more than 40,000 square feet for the first ten years of the Regional Plan and shall
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be allocated to individual projects by TRPA. TRPA may, by ordinance, allow
reassignment of this commercial floor area to community plan areas in conjunction with
adoption or amendment of community plans. The amount of commercial development
outside CPs shall be checked at two-year intervals to determine if the rate at which
projects are being approved exceeds the projected 4,000 square feet a year rate by more
than 25 percent.

C. The term "additional commercial floor area" shall not include tourist accommodation
area, or outdoor recreation floor area, or their accessory uses, as defined by ordinance.
Additional commercial floor area shall not include area added in minor remodeling of
existing commercial facilities so long as no change in use occurs, there is no added traffic
as a result, the increase is no more than 500 square feet or 5 percent of the existing
facility, whichever is less, and the appropriate coverage rules apply. The exception for
minor remodeling is limited to one project for a facility in a ten-year period.

®  Development and Implementation Sub-element Goal #2, Policy #8. A maximum of
400,000 square feet of additional gross commercial floor area may be permitted during
the second ten years of the plan (1997 to 2007). Development of additional commercial
floor area shall be allocated as follows:

The commercial floor area allocation for the second ten years of the Regional Plan shall focus on
the implementation of projects listed in the EIP and promotion of the transfer and rehabilitation of
substandard development.

A. A maximum of 100,000 square feet of commercial floor area may be permitted in
adopted community plans. A portion of this allocation may also be permitted
outside community plans when used to replace commercial allocations used in
the first ten years for outside community plans and if it is linked to environmental
improvements.

B. A maximum of 150,000 square feet may be allocated to special projects in
community plan areas or adopted master plan areas. These projects shall be
evaluated on their implementation of environmental improvement projects.

C. A maximum of 150,000 square feet of commercial floor area may be allocated
after 2002. Fifty-thousand square feet may be allocated to projects within
adopted community plans. A maximum of 100,000 square feet of commercial
floor area allocation shall be reserved for future distribution based on criteria to
be developed.

Monitoring and Evaluation Sub-element Goal #2, Policy #9. TRPA shall study on a
continuing basis the cause-effect relationships related to the Region's economy, to promote a
better understanding of the possible economic impacts of the Regional Plan. Although
economic cause-effect relationships are extremely difficult to establish, the Agency will track
key economic indicators (see Goal #3) and investigate possible connections between these
indicators.
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Key Terms
The following key terms are used in this section:

Capture. The portion of non-local aggregate spendable income that is attracted to the local area by
existing retail offerings in that local area.

Leakage. The portion of local aggregate spendable income that is unsatisfied by existing local retail
offerings and escapes to retailers beyond the local region.

Projection. An estimate of future setting based on extrapolations from past observations combined with
assumptions regarding the future.
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