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City Council Study Session

Agenda #1. Fiscal Benefits of Employment Lands Study

Office of Economic Development

October 12, 2021

Discussion Topics

Importance of the Fiscal Benefits of Employment Lands 

Study, Background, Summary of Findings 

Phase 1 Findings – Fiscal Impact Analysis, Occupation & 
Wage Analysis, Innovation District Development Scenario 
Analysis, & Residual Land Value Analysis

Phase 2 – Innovation District Framework Plan

Next Steps & Recommendation
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Historical R&D, Manufacturing & Distribution Growth 
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Source: CoStar, 2019; Strategic Economics, 2019.

Occupational Mix & Diverse Workforce
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Avg Annual WagesJobs in MilpitasOccupation

$132,7002,827Software Developers and Programmers
$32,4001,708Retail Salespersons
$44,0001,666Electrical and Electronics Assemblers

$133,9001,280Electrical and Electronics Engineers
$28,3001,261Fast Food and Counter Workers
$35,8001,092Laborers and Material Movers
$68,900996Engineering Technicians, Except Drafters
$31,600985Waiters and Waitresses
$29,700963Cashiers
$32,000951Cooks

Approx. 52,000All Occupations – Including others 

Source: NOVA, Q2 2019; CoStar, 2019; Strategic Economics, 2019.
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Milpitas 
Innovation District

Vision:
The Innovation District will be designed 
as an employment destination with 
modern office, R&D buildings and 
flexible space for people to interact 
through “creative collisions” and 
placemaking.  

The aim is to plan for a well-connected 
Innovation District with proximity to 
public transit and infrastructure that 
supports bike paths, pedestrian scale 
sidewalks, social gathering places, and 
high-speed fiber.  
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Milpitas Innovation District Benefits

1. Strengthen City’s Long-Term Fiscal Sustainability

2. Growing Milpitas Economy

3. Business Attraction & Business Retention in Milpitas

4. Employment and Upskilling Opportunities for Milpitas Residents

5. A Sense of Place for the Milpitas Metro District

6. Connectivity to the Milpitas Transit Center
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Shaping 
the Future

PRINCIPLES OF 
DEVELOPMENT

INNOVATION DISTRICT

1. Protect and preserve employment lands for greater long-
term opportunities.

2. Promote densification and intensification.

3. Explore mixed-use opportunities with commercial
development as primary and residential as secondary.

4. Provide incentives to encourage development and
creative alternatives to parking challenges.

5. Encourage parcel assembly for highest and best use.

6. Promote pedestrian-oriented streets and activate public
spaces through connecting elements.

7. Explore information technology infrastructure such as
broadband and utilities.
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Project Purpose: 
Why are we studying our employment lands?

Employment lands are significant contributors to 
cities fiscal stability as these lands provide 
substantial net positive revenue to the General 
Funds to support essential and critical city 
services.

Only ~28% of total City land. Must preserve and 
protect employment lands to create high-quality 
jobs in the future.

9

Fiscal Benefits 
of Employment
Lands Study C

IT
Y

 O
F

 M
IL

P
IT

A
S

7

8



5

Fiscal Benefits of Employment 
Lands Study - Scope of Work
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Fiscal
Impact Analysis

Occupation & 
Wage Analysis

Innovation District 
Framework Plan

Innovation District 
Development 

Scenarios Analysis

Residual Land 
Value Analysis

Phase 1 Completed Phase 2 In Progress
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Strategies in 7 topic 
areas

1. The City’s current employment lands make
substantial and positive net fiscal contributions to
the City’s budget.

2. On average, all types of new development in
the City are expected to provide positive fiscal
contributions to the City, though to varying
degrees.

3. Occupational wages in Milpitas tend to not be
as strong as Mountain View, Sunnyvale, and
Santa Clara.

4. The successful development of an Innovation
District would bring a broad range of substantial
benefits.

5. City actions can help spur the evolution and
development of the Innovation District.

Fiscal Benefits of Employment 
Lands Study

Summary of Findings
Phase 1
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Phase 1 Findings:
Fiscal Impact Analysis

Fiscal Benefits of 
Employment 
Lands
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1
4

More Residents / 
Employees

Existing/New 
Development

Increased Sales 
Tax Revenues, Fee 

Revenues, etc. 

Increased Service 
Costs: General 
Government

Net Fiscal Impact 

(Revenues – Expenditures)

Fiscal Impact Analysis
The Fiscal Impacts Analysis estimates the impact of existing land uses 

and future developments on the City’s General Fund budget. 

Source: Economic & Planning Systems, Inc.
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Annual General Fund Net Fiscal 
Impacts of Existing Land Uses

1
5

TotalOther Uses [2]Hotel [1]RetailIndustrialOfficeMulti-FamilySingle FamilyImpacts

$90,200,00$2,100,000$14,300,000$17,800,000$15,500,000$2,000,000$10,500,000$27,900,000
Total General 
Fund 
Revenues

$103,400,000$5,800,000$950,000$2,100,000$13,200,000$3,600,000$17,300,000$60,400,000
Total General 
Fund 
Expenditures

($13,200,000)($3,700,000)$13,300,000$15,700,000$2,200,000($1,600,000)($6,800,000)($32,400,000)
Annual Net 
Impact on 
General Fund

Source: City of Milpitas 2020-2021 Adopted Budget & Financial Plan; Economic & Planning Systems, Inc.

[1] More recent information on the City’s transient occupancy tax revenues show a significant decline relative to the 2020/2021 budget.
[2] Other uses include hospitals, civic uses, parking lots, and vacant land.

Table 1

1
6

Annual General Fund Net Fiscal 
Impacts of New Land Uses

HotelRetailWarehouse/ 
Distribution

Light 
Industrial

Office/
R&D

Class B 
Office

Class A 
Office

High-Rise 
Multifamily

Mid-Rise 
Multifamily

Impacts

$2,088,000$361,000$84,000$165,000$429,000$141,000$773,000$685,000$333,000
Total General 
Fund 
Revenues

$21,000$41,000$16,000$52,000$173,000$69,000$346,000$629,000$314,000

Total General 
Fund 
Expenditures

$2,066,000$320,000$68,000$113,000$256,000$71,000$427,000$56,000$18,000

Annual Net 
Impact on 
General Fund

Source: City of Milpitas 2020-2021 Adopted Budget & Financial Plan; Economic & Planning Systems, Inc.

Table 2
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Phase 1 Findings:
Occupation & 

Wage Analysis

Fiscal Benefits of 
Employment 
Lands
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Occupation & Wage Analysis 
The Occupational and Wage Analysis estimates the expected number of 
jobs and wages generated by development and occupancy of different 

commercial developments
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Downloaded wages and number 
of jobs by city and industry from 

U.S. Census Bureau 

Mapped 11 industries to 7 land 
use types

Calculated average wage by city 
and land use type as weighted 

average of wage and number of 
jobs

Example: 889 Information jobs in 
Milpitas pay average annual wage 
of $142,000.

Example: Information; Finance; 
Professional Services  Class A 
Office

Example: Class A Office jobs in 
Milpitas pay average annual wage 
of $121,500.

Methodology

2
0

Mountain View [1]SunnyvaleSanta ClaraMilpitasLand Use/Development Type

$130,500$120,900$112,400$121,500Class A Office

$145,900$135,700$120,600$122,100Class A Office/R&D

$80,500$55,300$88,300$78,200Class B Office

$120,600$135,600$120,600$89,500Light Industrial

-$75,200$43,600$39,300Warehouse/Distribution [1]

$51,000$41,100$31,300$34,000Retail

$25,800$23,600$21,700$33,900Hotel

[1] Mountain View has a low number of warehouse/distribution jobs, providing insufficient data to provide a meaningful average.

Source: Economic & Planning Systems; U.S. Census Bureau

Table 4

Annual Wages by Land 
Use/Development Type
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Fiscal Benefits of 
Employment 
Lands
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Phase 1 Findings:
Innovation District 

Development 
Scenarios Analysis 
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2

Today Future

Innovation District 
Development Scenarios Analysis 

The Innovation District Development Scenarios Analysis estimates the different levels of 
development, jobs, salaries, and fiscal impacts based on the buildout of various Innovation 

District land use scenarios. 

19

20



11

C
IT

Y
 O

F
 M

IL
P

IT
A

S
2

3

Defined 4 innovation 
district scenarios by 

building square footage 
and land use mix

Applied Fiscal Impact 
Analysis and Occupation 

and Wage Analysis 
results to scenarios

Calculated expected net 
fiscal impact, 

employment, and 
salaries for each 

scenario

Methodology

2
4

Innovation District 
Scenario By Land Use

Non-Employment 
LandsEmployment Lands

Scenario [1]

Other [2]HousingTotalCommercia/
RetailHotelWarehouse/

DistributionIndustrialClass B 
Office

Class A 
Office/R&D

Class A 
Office

21%0%79%2%9%43%12%13%0%0%Scenario 1
Current Uses

4%0%96%48%6%31%0%0%6%5%Scenario 2
Retail and Warehouse

4%5%91%0%9%0%31%0%27%23%Scenario 3
Office/R&D/Industrial

4%0%96%0%9%0%0%0%45%42%Scenario 4
Class A Office/R&D

Source: Economic & Planning Systems; U.S. Census Bureau

[1] Innovation District is a total of 74.4 acres.
[2] Other uses include Open Space, Assembly, Vacant lands.

Table 8
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2
5

Annual Net Fiscal ImpactTotal Annual Salaries [1]Employees
Class A Office and 
R&D as % of Total 
Employment Lands

Total Employment 
Lands Building Square 

Footage
Scenario

$6,500,000$140,500,0002,0060%1,630,000
Scenario 1
Current Uses

$6,800,000$306,800,0003,48824.5%1,743,000
Scenario 2
Retail and Warehouse

$8,700,000$1,213,700,0009,44167.1%2,987,000
Scenario 3
Office/R&D/Industrial 
Blend

$10,000,000$1,868,800,00014,18390.4%3,860,000
Scenario 4
Class A Office/R&D

Projected Employment, Wages, Net 
Impact by Scenario

[1] Total annual salaries represents estimated total salaries associated with the New Employees in the Innovation District

Source: Economic & Planning Systems; U.S. Census Bureau

Table 10-15

Phase 1 Findings:
Residual Land 
Value Analysis

Fiscal Benefits of 
Employment 
Lands
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Residual Land Value Analysis
A Residual Land Value Analysis estimates the development revenues to 
development costs to determine if a development project “pencils out.” 

2
8

REVENUES
Developer Return -

Hurdle Level of Return; 
sufficient Revenue to 

repay Lenders/ 
Investors, and make 
risk of investment 

worthwhile 

Land Costs - Are 
good sites 
(infrastructure, 
size, adjacent uses) 
available and at 
what cost?

Construction 
Costs/ Hard Costs
- Material Costs 
(Lumber; Steel; 
etc.) and 
Construction Labor

Soft Costs -
Architecture + 
Engineering; 
Marketing; 
Financing; Project 
Management

City Permits and 
Fees - Entitlement 
Costs/ Timing; 
Impact Fees; 
Affordable Housing 
Fees

Developers compare Revenues and Development Costs 
to see if a project “Pencils Out”Source: Economic & Planning Systems

Developer Decisions –
Revenues vs. Costs

25

26



14

2
9

Source: Economic & Planning Systems

Development Costs Categories
City Influence on Development Costs

Many costs are outside of City control, though 
several are determined by City policy, including: 

● Development Impact Fees
● Limits on Land Uses
● Setbacks/Heights Limits
● Parking Requirements
● Ground Floor Retail

Fees are set by Cities or Other Agencies to cover 
impacts and provide public improvements

Future Opportunities
Not currently supported BUT
may be accommodated in the ID 
by protecting and preserving 
employment lands; Policy Levers; 
etc. 3

0

Source: Economic & Planning Systems

Results of Residual 
Land Value Analysis 

Townhomes 
Mid-Rise 

Residential 
Light 

Industrial

Warehouse 
and 

Distribution

Class A 
Office

(5,8 Story)

Class A 
Office/ R&D

(4-5 Story)

High-Rise 
Residential

(12 Story)

These uses are supported by 
current Development Economics 
and are being built.
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Residual Land ValueValueCostsBuilding SF/ UnitsPrototype

Class A Office/ 5-story

($52,700,000)$104,700,000 $157,400,000217,800Baseline

$7,000,000 $145,100,000 $138,100,000217,800Improved

Class A Office/ 8-story

($92,900,000)$157,100,000 $250,000,000326,700Baseline

$400,000 $217,600,000 $217,200,000326,700Improved

Class A Office/ R&D

($32,500,000)$96,300,000 $128,800,000217,800Baseline

$5,200,000 $123,000,000 $117,800,000217,800Improved

High-Rise Residential

($5,100,000)$229,600,000 $234,700,000360Baseline

$3,100,000 $237,800,000 $234,700,000360Improved

Baseline vs Improved 
RLV Results by Development Prototype

Source: Economic & Planning Systems

Table 7

Phase 2: 
Innovation District 

Framework Plan

Fiscal Benefits of 
Employment 
Lands
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Innovation District
Framework Plan

• Phase 2 currently in progress

• Case Studies: Mission Bay (SF); Seaport
District (Boston); Fremont (Warm
Springs/South Fremont); Sunnyvale (Peery
Park District)

• Develop a set of potential policies and
actions to support Innovation District
implementation

3
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Next Steps and 
Recommendation

Fiscal Benefits of 
Employment 
Lands
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Policy 
Options
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5

• Protect & preserve employment 
lands through land use designations

• Offer flexibility in density & height to
support development economics

• Consider reduced parking 
requirements for employment uses in
a transit-oriented area

• Consider reduced development 
impact fees on future Office & R&D
projects

• Expedite the entitlement and permit 
processes through Development
Agreements & facilitating pre-
development meetings

• City’s investment in public 
infrastructure benefits the community

3
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SNext Steps 

City Council, 
Economic Development 

& Trade Commission

Oct 2021

Economic Development 
& Trade Commission,

Milpitas Chamber Board

Mar 2021

Phase 1:
Technical 
Analyses

Jun-Oct 2021

Phase 2: 
Innovation District 

Framework Plan

Currently In Progress

We Are Here

33
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Discussion Questions:

1. Does the City Council agree with the vision
and direction of the Innovation District?

2. Does the City Council agree with the 7
Principles of Development for the Innovation
District or are there other principles that 
should be considered?

3. Does the City Council agree with the
proposed policy actions, or are there other
policy actions that the City Council may want
to explore?

4. Does the City Council have feedback on
the Phase I Technical Report and its summary
of findings?

Fiscal Benefits of 
Employment 
Lands
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RECOMMENDATION

1. Receive and accept a report on the Fiscal Benefits of
Employment Lands Study, and

2. Provide direction to staff on development of an Innovation
District as part of the Milpitas Metro Specific Plan.
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Milpitas’ Niche
R&D/Advanced
Manufacturing

LEVERAGE SILICON VALLEY

Advanced manufacturing businesses often locate in 
Milpitas as they shift into R&D/design & 
prototyping/small scale production phase of their 
lifecycle. They’re drawn to Milpitas by workforce 
access & the flexible building stock.  Milpitas can 
leverage existing specialization to capture additional 
future growth of this industry group in Silicon Valley. 
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Fiscal Impact 
Methodology
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Net General Fund Fiscal Impact = 

Revenues - Expenditures

• Property Tax
• Sales Taxes
• Other Taxes
• Franchise Fees
• Transient Occupancy Tax
• Licenses, Permits, and 

Fines

Revenue 
Items

• General Government
Economic Development
Building Safety & Housing
Engineering
Finance
Fire
Human Resources
Information Technology
Planning
Police
Public Works
Recreation Services

Expenditure 
Items
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Sensitivity
Analysis
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Considers outcomes under different 
conditions/assumptions.

City Policies can reduce development costs 
through reductions in fees (e.g., TADIF) and 
in parking requirements thereby supporting 
development feasibility.

Adjustment #2: Policy Levers

Considers outcomes with both market and 
policy level adjustments.

Improved Residual Land Value Analysis

Over time, increasing demand for space 
pushes by lease rates in Silicon Valley; new 
scenario assumes lease rates close to San 
Jose rents.

Adjustment #1: Market Improvements

What City levers can make difference and 
impact development:

• FAR/Height/Density Flexibility

• Streamlining Entitlement/Permitting Process

• Parking Requirement reductions

• Development Impact Fees (temporarily reduce
where needed; maintain where manageable)

• Other Infrastructure Funding - local, regional,
State, Federal

• Investments in Infrastructure/Amenities/Services

• Economic Development Outreach to Potential
Businesses/Developers
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A successful Innovation District will require 
the City to use a range of policy tools/levers 
such as: 

• Protect and Preserve employment lands through
land use designations.

• Invest Revenues in ID-supporting public
improvements/infrastructure.

• Offer flexibility in terms of density and height to
support development economics.

• Consider reduced parking requirements for
employment uses in Transit District.

• Consider reduced Development Impact Fees on
Office and Office/R&D uses.
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Policy Levers To 
Support The 
Innovation District 

Fiscal Impact Analysis
Key Takeaways

Phase 1 Findings

1
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STakeaway #1

Existing employment lands make up 55% of 
the City’s General Fund total revenues.

Existing Industrial, Retail, and Hotel land 
uses contribute positively to the City’s 
General Fund.

Takeaway #3

Existing Single Family, Multi-Family, and 
Office land uses have net negative impacts. 

Takeaway #4

Existing employment lands make up 19% of 
the City’s General Fund total expenditures.

Takeaway #2
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Fiscal Impact Analysis
Key Takeaways (cont.)

Takeaway #5

All new development prototypes have 
positive impacts.

New Class A Office and Office/R&D 
developments are expected to generate 
about $770K in new General Fund revenues 
annually.

Takeaway #7

Phase 1 Findings

1
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Highest positives from Hotel, Class A Office, 
and Office/R&D uses.

Takeaway #6

Occupation & Wage 
Analysis Key Takeaways

Takeaway #1

Occupational wages in Milpitas tend not to 
be as strong as Mountain View, Sunnyvale, 
and Santa Clara.

The lowest annual wages by land use and 
development types in Milpitas are associated 
with Hotel, Retail, and 
Warehouse/Distribution. 

Takeaway #3Phase 1 Findings
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The strongest annual wages by land 
use/development types in Milpitas are 
associated with Class A Office/R&D and 
Class A Office. 

Takeaway #2

55

56



29

Innovation District 
Development Scenarios

Key Takeaways

Phase 1 Findings

2
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Takeaway #1

The ID has the potential to accommodate a 
significant amount of new Class A Office 
and R&D development as well as Hotel and 
other commercial uses

It is projected that at full buildout of the ID 
the result may be future revenues in the 
range of $6.5M to $10M annually.

Takeaway #3

Approximately 2,000 to 14,200 jobs may be 
created providing almost $140M to $2B in 
annual wages.

Takeaway #4

The ID is expected to create between 1.74M 
and 3.86M square feet of commercial 
development.

Takeaway #2

Residual Land Value 
Analysis Key Takeaways

Takeaway #1

Class A Office (5-Story), Class A Office (8-
Story), and Class A Office/R&D (4-5 Story) 
uses are not currently economically feasible.

City actions can help spur business 
attraction and development of the ID.

Takeaway #3

Specific policy adjustments help reduce 
development costs for Class A Office (5-
Story), Class A Office (8-Story), and Class A 
Office/R&D (4-5 Story) uses. 

Takeaway #4

Phase 1 Findings
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Warehouse/Distribution and Mid-Rise 
Residential (7-Story) are more likely to occur 
if employment lands are not protected and 
preserved for innovative business uses.

Takeaway #2
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INNOVATION 
DISTRICT
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Office and R&D       60%
Industrial                  40%

• Light industrial
• Flex space
• Research and academic
• Incubator space

Hotel
- - - - - - - - TASP Outline

ID Parcels w/in Metro: 75 AC 
ID Parcels w/in TASP: 27.6 AC

4.8 acres

7
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