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UNLOCK THE FUTURE OF WAREHOUSING:
AB 98 COMPLIANCE AND 21ST CENTURY
WAREHOUSE STANDARDS
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TOPICS

What is AB 98?
What is a 21st Century Warehouse?
How to Build & Who Can Support?
Financing the Future

Benefits of a 21st Century Warehouse
Q&A
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AB 98 OVERVIEW
SUMMARY

AB 98 is a California bill that
initiates regulations for the
development and expansion of
logistics facilities across
California’s high-warehouse
concentration regions.




LOGISTICS USE FACILITIES

AB 98 OVERVI EW Buildings used primarily to handle goods for distribution.

21st CENTURY WAREHOUSE

Logistics facility that complies with or exceeds the most recent building efficiency
standards of Title 24 and Cal Green energy codes.

SENSITIVE RECEPTORS

Housing, schools, daycare, publicly owned parks & recreational facilities, and hospitals.
Communities & locations vulnerable to environmental impacts.

WAREHOUSE CONCENTRATION REGION

Concentrated areas heavily impacted by logistics facility activities.
(i.e. San Bernardino and Riverside counties)

MICROGRID-READY SWITCHGEAR

A switchgear system that connects onsite self-generation equipment (solar PV, battery,
other generation), and can island generation resources and loads for power delivery during
grid interruption.



AB 98 OVERVIEW
WHO'S IMPACTED?

 Newly proposed logistics facilities in CA with a loading bay within 900 ft. of a sensitive
receptor OR re-zoning as industrial.

e Logistics facilities expanding by 20% or more.

WAREHOUSE DEVELOPERS FACILITY OPERATORS NEARBY COMMUNITIES




AB 98 OVERVIEW

TIMELINE
January 1, 2026 January 1, 2028
| |

e Begin enforcing e County/City must
statewide update its circulation
warehouse design element: including
and build standards specific travel routes
for any proposed for the commercial
new or expanded transport of goods
logistics use
developments e Zero-emission

forklifts






21ST CENTURY
WAREHOUSE

AB 98 excludes
certain
requirements
based on building

type.

DIFFERENCES BETWEEN TIER 1 21st CENTURY WAREHOUSES

2 TIER 1 TIER 1
I Subdivision (a) | Subdivision (g)
Complies with part 6 & 11 of Title 24 X X
At least 1% of roof area is sky lights or LED equivalent X X
Provides conduits and electrical hookups for cold storage (no ¥ y
idling)
High-efficiency HVAC X X
Microgrid-ready X
Advanced smart metering ready X
Min. 50% of passenger vehicle parking spaces have infrastructure "
for future EV charging station
Min. 10% of passenger vehicle parking spaces have EV charging "
stations
Forklifts zero emission by 2030 X
Forklifts zero emission by 2028 X
Equipment using small off-road engines must be zero emission X X
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OPPORTUNITIES TO BENEFIT FROM AB 98
Utility Incentives and Tax Deductions provide capital

Reducing Upfront Costs Increasing Cash Flow Avoiding Future Costs

Use tax deductions and Warehouses will use less Ensuring compliance now,
credits to reduce the cost energy, will create higher will avoid penalties and

of developing an AB 98 NOI, which will increase the fees for non-compliance in
compliant property. value of the property. the coming years.




PAYING FOR AB 98

Offsetting Costs of Compliance with the Inflation Reduction Act

179D TAX UPDATES FOR CRE
EFFICIENCY IMPROVEMENTS TO
NEW OR EXISTING BUILDINGS:

-t. to [up to] $5.00/Sq. Ft.
e REITs can use deductions to

calculate earnings and profits

Tax-exempt owners can allocate
deductions to project team

 Incentive went from $1.80/Sq.

SWEET SPOT:

e If a project started
before 2023,

e was under continuous
construction,

o and completed after
2023,

e prevailing bonus rates

may apply

INVESTMENT TAX CREDIT
(ITC): SOLAR PV, STORAGE
AND NEW TECH:
e 30% | 2032, 26% | 2033,
22% | 2034
e For qualifying equipment
in-service during or after
2022 (retroactive to
January 2022)






BENEFITS OF A21ST CENTURY WAREHOUSE

Building a 21st Century Sustainability & Efficiency
Warehouse is too costly.

o LOWER OPERATIONAL COSTS = HIGHER
MARKET VALUE

Efficient buildings reduce waste, cost less to operate, and increase NOI

INCREASE BUILDING RESILIENCY

Sustainable infrastructure ensures operational stability

FUTUREPROOFING

Build today for tomorrow’s challenges

POSITIVE SOCIAL IMPACT

Minimize adverse impacts on residential communities and
enhance transportation efficiency.




BENEFITS OF A 21ST CENTURY WAREHOUSE
Competitive Advantage

CA has too many policies.
I'm moving my warehouse ;
out of state.

¥ LOWER OPERATIONAL COSTS =
HIGHER MARKET VALUE

Efficient buildings reduce waste, cost less to operate, and
increase NOI.

STRONGER INVESTORS

Resilient properties are lower-risk and higher-value assets.

STICKY TENANTS
| Optimized warehouses meet the ESG needs of top tier tenants.

FINANCIAL BENEFITS

Leverage efficiency incentives and tax credits.
Maximize ROl and save on costs in the long run.

—J




21st Century Warehouse elements are
predominantly included in the 2025 Title 24 Energy
Code.

EV Infrastructure and self-generation can be
sources of income. (SaaS enabled).

Uti
hel

ize energy-aligned clauses in leasing which

0 navigate the split incentive of CapEx and

NNN leases.



RESOURCES

Assembly Bill No. 98 2025

CHAPTER 93 CALIFORNIA ENERGY CODE

An act to add Section 65302.02 to, and to add Chapter 2.8 (commencing with Section 65098) to Division
1 of Title 7 of, the Government Code, and to add Sections 40458.5 and 40522.7 to the Health and Safety
Code, relating to land use.

[ Approved by Governor September 29, 2024. Filed with Secretary of State
September 29, 2024. )

LEGISLATIVE COUNSEL’S DIGEST

B 98, Juan Carnllo. Planning and zoning: logistics use: truck routes.

&

(1) Existing law, the Planning and Zoning taw, sets forth various requirements relating to the review of
evelopment project permit appfications and the issuance of development permits for specified classes of
evelopment projects.

“his bill, beginning January 1, 2026, would prescribe vanous statewide warehouse design and build standards for
any proposed new or expanded logistics use developments, as specified, including, among other things, standards
for building design and location, parking, truck loading bays, landscaping buffers, entry gates, and signage. The
bill would except from those design and build standards certain existing logistics use developments, proposed
expansions of a logistics use development, and property currently in a local entitlement process to become a
logistics use, under prescribed conditions. The bill would require a facility operator, prior to the issuance of a
—ertificate of occupancy, to establish and submit for approval by a city, county, or city and county a truck routing
plan to and from the state highway system based on the latest truck route map of the city. county. or citv and
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https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=202320240AB98
https://www.energy.ca.gov/programs-and-topics/programs/building-energy-efficiency-standards/2025-building-energy-efficiency
https://www.aircre.com/
https://greeneconome.com/
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