COUNCIL AGENDA: 06-13-06
ITEM: 104

SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR FROM: Planning Commission
AND CITY COUNCIL

SUBJECT: SEE BELOW DATE: June 1, 2006

COUNCIL DISTRICT: 3
SNI AREA: None

SUBJECT: FILE # GP06-04-02. Tentative Denial of General Plan Amendment request to
change the land use designation on an approximately 27.4-acre site (the entire
property consists of 29.9 acres, 2.5 acres of which is Private Open Space which will
remain unchanged) from Industrial Park on 11.9 acres and Industrial Park with a
Mixed Industrial Overlay on 15.5 acres to Neighborhood/Community Commercial
on 6 acres and High Density Residential (25-50 dwelling units per acre) on 21.4
acres. The site is located on several parcels on the southwest corner of East
Brokaw Road and Old Oakland Road (1633 Old Oakland Road, and 1040, 1060,
and 1080 East Brokaw Road).

RECOMMENDATION

The Planning Commission voted 4-1-1 (Commissioners Platten absent and Dhillon abstained) to
recommend continued processing of the General Plan Amendment request to change the land use
designation on an approximately 27.4-acre site from Industrial Park on 11.9 acres and Industrial Park
with a Mixed Industrial Overlay on 15.5 acres to Neighborhood/Community Commercial on 6 acres and
High Density Residential (25-50 dwelling units per acre) on 21.4 acres. The site is located on several
parcels on the southwest corner of East Brokaw Road and Old Oakland Road (1633 Old Oakland Road,
and 1040, 1060, and 1080 East Brokaw Road).

BACKGROUND

On May 24, 2000, the Planning Commission held a public hearing for early consideration of a privately
initiated General Plan Amendment request to change the land use designation on an approximately 27.4-
acre site from Industrial Park on 11.9 acres and Industrial Park with a Mixed Industrial Overlay on 15.5
acres to Neighborhood/Community Commercial on 6 acres and High Density Residential (25-50
dwelling units per acre) on 21.4 acres. The site 1s located on several parcels on the southwest corner of
East Brokaw Road and Old Oakland Road (1633 Old Oakland Road, and 1040, 1060, and 1080 East
Brokaw Road). The early consideration process is intended to provide an opportunity early in the
process for the Planning Commission and City Council to determine (1) whether such an application
should be denied based upon substantial inconsistencies with adopted Council policies prior to
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completion of environmental review, or (2) whether the application should be directed for complete
processing, including environmental review. The Director of Planning, Building and Code Enforcement
recommended denial of the General Plan amendment.

Chair Dhillon asked for a staff report and Planning staff explained the purpose of the eatly consideration
process, public notification for the proposal, as well as reasons why staff recommended denial of the
proposal. Paul Krutko, Director of the City’s Office of Economic Development (OED) commented that
the project site is ready to be developed as a retail site that will support the City’s General Fund services.
The OED Director stated that the retail leakage identified in 2004 as 25% in the city is equivalent to $1.8
billion and represents how San Jose is falling behind neighboring cities especially when the city’s
population and buying power is also experiencing substantial growth. The OED Director also
acknowledged that large commercial sites with qualifying features such as the subject property are
difficult to find in the city. He added that the particular site has issues not suitable for housing and that
Redevelopment Tax revenue gencrated by the residential use cannot fund general city services. The
OED Director noted that the balance of housing and commercial uses is important, but the City has
already identified other sites suitable for housing. Commissioner Zito asked the OED Director what he
envisioned for development on the site, and the OED Director stated that the site would support
commercial development similar to the new Market Center on Coleman Avenue.

Applicant Eric Morley stated that he envisions a mixed-use village in a well-established neighborhood
with existing services. Mr. Morley stated that the project conforms to the Industrial Conversion
Framework and will offer entry-level homes and revenue to support city services. Mr. Morley stated that
staff selectively analyzed the project and that the North San Jose Area Development Policy does not
support Big Box retail on the site. He also added that the early consideration process does not provide
the opportunity for public input. The OED Director responded to the applicant’s comments by stating
that the Office of Economic Development had multiple meetings with the applicant and that OED had
expressed strong opposition to the project. There were no public speakers on this item.

Chair Dhillon asked for a staff response to the applicant’s comments. Planning staff clarified that the
applicant’s remarks about the mixed-use village and the funds to support city services were speculative
because no development application is currently on file. Planning staff added that the North San Jose
Area Development Policy did not oppose large-format retail; rather it states that such uses would require
separate environmental review, because the traffic capacity analyzed in the Policy does not include large-
format retail uses.

Commissioner Zito stated that the property is located in a questionable area and would want to
understand the impacts of the proposal. He recommended continued processing of the application in
order to allow further analysis. Commissioner Levy commented that this site is unique and agreed that it
would be appropriate for commercial use since there are few parcels of the subject size with few
sensitive receptors in the immediate vicinity.

The Planning Commission voted 4-1-1 (Commissioners Platten absent and Dhillon abstained) to
recommend continued processing of General Plan Amendment request to change the land use designation
on an approximately 27.4-acre site from Industrial Park on 11.9 acres and Industrial Park with Mixed
Industrial Overlay on 15.5 acres to Neighborhood/Community Commercial on 6 acres and High Density
Residential (25-50 dwelling units per acre) on 21.4 acres at the southwest corner of East Brokaw Road
and Old Oakland Road.
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ALTERNATIVES

Not applicable.

PUBLIC OUTREACH

In addition to on-site signage, a joint notice of the public hearings on the subject General Plan
amendment before the Planning Commission on May 24, 2006 and City Council on June 13, 2006 was
circulated to the property owners and residents within a 1000 foot-radius of the subject property. The
Planning Department website contains information regarding the General Plan process, amendments,
staff reports, and hearing schedules. Another 186 members of the public were notified through the email
notification subscription service, in addition to discussions at the Developer’s Roundtable and the City
Council Rules Committee. If Council decides to allow continued processing of the amendment, then
Planning staff will continue to coordinate with the applicant, Council District 4 staff, and neighborhood
group representatives to schedule community meetings and additional public outreach.

Subsequent to the distribution of the Planning Commission staff report, staff received from the applicants
nine letters representing various organizations in support of the applicant’s proposal. The Director of the
Office of Economic Development and the Redevelopment Agency also submitted separate letters to the
Planning Commission to address the economic issues related to the proposal. Copies of these
correspondences are attached to this memo.

COORDINATION

Preparation of this report has been coordinated with the City Attorney’s Office, Housing Department,
Office of Economic Development, and the Redevelopment Agency.

COST IMPLICATIONS

Not applicable.

BUDGET REFERENCE

Not applicable.
CEQA
Incomplete. Preparation of an Environmental Impact Report would be required for continued processing

of this application. ; % M

é\ JOSEPH HORWEDEL, SECRETARY
Planning Commission

For questions please contact Allen Tai in the Planning, Building and Code Enforcement Department at
(408) 535-7866.
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Attachments:  Letters received on May 23, 2006 from Project Applicants
Letter received on May 24, 2006 from the Director of the Office of Economic Development
with attachment
Letter received on May 24, 2006 from the Redevelopment Agency



CHARITIES HOUSING

AN AFfiLIATE OF CAtrdne Cuakities oF Santa Cuara County

CITY OF SAN JOSE
Match 14, 2006 PLANNING DEPARTMENT

Mr. Joe Hotrwedel, Acting Dircetor

Department of Planning, Building and Code Enforcement
200 E. Santa Clara Street

San Jose, CA 95113

Re: 1040, 1060, 1080 Brokaw Road-Retail/Residential Mixed Use
Dear Mr. Horwedel:

Charities Housing Developioent Corporation has had preliminary discussions with The Riding
Group regarding the company’s mixed-use, retail/residential proposal at the cotner of Brokaw and
Old Oakland Rouads.

The mixed-use plan would provide approximately 600 units, of which 20% would be affordable.
Ouzr oganization is cager to participate in developing this significant affordable housing opportunity
in the North San Jose/Berryessa atea. I also understand the ptoject is in 2 redevelopment area
which would generate millions of additional dollars for the City’s affordable housing projects
elsewhere.

We suppott residential use on this site and hope the City will considet the benefits for affordable
housing in reviewing The Riding Group’s mixed use plan hete.

Sincerely,

24

Chris Block
Executive Director

465 S. TIRST Stheer. San Jose, CA 95113 main: 408.282.1133  rax: 408.280.1311 WWW.CHARITIESHOUSING.ORG
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Hon. Mayor Ron Gonzales CITY OF SAN JUSE
City Hall PLANNING DEPARTMENT |

) 200 East Santa Clara Street
San Jose, CA 95113

Dear Mayor Gonzales,

I write to express the support of the United Food and Commercial Workers, Local 428 of
the Ridding Group and Morley Bros, LLC mixed-use proposal located at southwest
corner of Brokaw and Old Oakland Roads.

UFCW represents more than 9000 members, mostly in San Jose. Critical to our members
and their families is the availability of quality affordable housing. We are pleased with
the Riding Group and Morley Bros. mixed-use proposal which has good mix of housing,
both market rate and affordable units, additional opett space, as well as the opportunity
for great neighborhood serving retail. We feel this is a quality project that desarvcs your
support.

While we are supportive of the Ridding Group/Morley Bros. proposal, we are extremely
concerned that the entire site could be devoted completely to retail-~specifically for one
or more “big box” stores. We would oppose such a proposal. The Office of Economic
Development staff has also publicly stated that they are targeting the Knight Ridder
property west of the project site and other sites in the immediate area for this use as well,

The City’s desire to increase sales tax revenue is understandable, but we respectfully ask
that you consider the other impacts of large format and big-box retail stores such as
traffic, primarily lower paying jobs, the lack of character and quality of life it adds to a
neighborhood and the likelihood of actually attracting “new” sales tax dollars given the
extent of the regional serving and big box format retail in the immed;ate trade area.

You have an opportunity to approve & project that will provide working families with a
quality place to live and help an already mixed usc neighborhood build character and
further define itself. We ask you to take advantage of this opportunity, reject the staff's
recommendation for early denial of the application and give guidance to allow this
mixed-use proposal to move forward as proposed by the applicant.

Sincerely, <
Unltc'd Food & C?tDmfarcml W(}rﬁgrgs
} nternational Unlon, Loca
;'S,?:%g J- tind 24D South Market Street .
SHiald J. Lind ' San Jose, CA 95713-2352
' 408-998-0428 Fax: 408.-971-8355
Mﬁ'm‘turcr www.ufewd2B.orp
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CITY OF SAN JOSE
_PLANNING DEPARTMENT

DOLLINGER  PROPERVIES

May 17, 2006

The Honorable Ron Gonzales, Mayor
City of San Jose

200 E. Santa Clara Street

San Jose, CA 95113

Re: Brokaw and Old Oakland
Dear Mayor Gonzales and Council:

Our firm has developed many retail projects throughout the State of Califomia
including the new power center currently under construction in Mountain View. We are
the retail partner with the Riding Group for the Brokaw Mixed Use site.

It is our opinion that the only retail concept that will work on this site referenced
above is an approximately 55,000 square foot high end, neighborhood and community
serving shopping center with various neighborhood oriented uses including a drug store,
restaurants, dry cleaners and maybe a small high end grocery component, The maximum
area needed for this type of retail is approximately five to six acres. If the area wag

‘expanded any larger (say 8-12 acxes) then you would have to go to a typical food
anchored center which would compete directly with several other centers including the
Sobrato development across the street and the Ranch 99 shopping center nearby. In
addition, Costco, with extensive grocery operations, is devel oping a 141,000 square foot
store near the site at Automation Parkway and Murphy Avenue. Expanding larger than
12 acres would require us to do a power center apd we feel very strongly that would not
occur for the following reasons:

1. There is no freeway visibility.

2. There are existing power centers at both McCarthy Ranch (880 @ 237) and The
Great Mall of the Bay Area that are within the trade area as well as Eastridge
Mall.

3. There is a site (Knight Ridder Site) that is plarning a 187,000 sq. ft. power center
and in our opihion it is a better site for power retail,

4. The former PALM campus (Route 237 and N. 1* Street) is currently being
planned for approximately 300,000 square feet of retail development.

555 Twin Dolphin Diive, Suite 600 Redwood City, CA 94065 650/508.8666 FAX 650/508.6686




DOLLINGER PROFERTIES

We were one of the finalists to purchase the Kuight Ridder site, but dropped out at
the end after talking to many retailers as we felt there were no tenants available for that
project other than Lowe’s. There is insufficient depth in the market in this 1-880 corridor
trade arca as a result of all the other existing and well established power centers.

We look forward to developing a high quality neighborhood and coramunity
serving retail center integrated with homes in Brokaw Mixed Use. This unique,
integrated approach will create synergy that will promote the retail environment and
increase the quality of life in the neighborhood. With existing, well established power
centers nearby and the Knight Ridder and PALM cites planned for additional major retail
locations, Costco securing the Automation Drive site, an additional up to 350,0000
square feet of retail on the site referenced above is not feasible from a market perspective.

I hope this helps inform your decision making related to the policy issues for the
site. Please call me if you would like to discuss this further.

Sincerely,

T

David Dollinger

——— 555 Twin Dolphin Diive, Sulte 600 Radwood City, CA 94065 650/508.8666 FAX 650/508.8686 =
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CITY OF SAN JOSE

PLANNING DEPARTME
Mﬂ Santa Glara County Housing Action Coalition hmﬂ*

The Santa Clara Counly Housing Action Coalition is comprised of & hroed range of organizetions nd individusls who have,
as a cammon goal, the visian of affordable, well-constructed and appropriately located hausing

May 19, 2006

Joe Horwedel

Acting Director Planning Building & Code Enforcement
City of San Jose

801 North First Street, Room 400

San Jose, CA 95110

Dear Mx. Horwedel,

We write on behalf of the Santa Clara County Housing Action Coalition to express our

support of the Brokaw Mixed Use Development by The Riding Group and the Morley
Bros.

By way of background, the Housing Action Coalition includes more than 100
organizations and individuals. Its goal is the production of well-built, appropriately-
located homes that are affordable to fawnilies and workers in Silicon Valley.
Organizations participating in the HAC include the Silicons Valley Leadership Group, the
Home Builders Association, Greenbelt Alliance, the Sierra Club, the League of Women
Voters, Santa Clara County Association of Realtors, California Apartment Association
Tri-County Division, and Santa Clara County School Boards Association.

As you know, the need for entry-level housing persists. One of the biggest challenges to
meeting this need is finding land suitable for homes. Fortunately, the City of San Jose
has been the leader in identifying sites appropriate for housing, especially in the North
San Jose area per the recent Vision North San Jose Plan. After reviewing this proposal,
we feel this site would make an excellent location for a housing and mixed use
community and encourage your support.

The Housing Action Coalition supports the Brokaw Mixed Use Development. Thank you
for your consideration of our comments.

Sincerely,

“ﬁ_ ik W
Lee Wieder Margaret Bard
HAC co~chair HAC co-chair

Housing Action Coalition, ¢/o SVLG, 224 Airport Parkway, Suite 620, San Jose, CA. 95110
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224 Alrport Farkway, Suite 620 Acting Director Planning Building & Code Enforcement
San Jose, Callfornis 95110 .
(4081501-7864 Fox (d08)501-7861  City of San Jose
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Cresiomtacto  SanJose, CA 95110

AART J. DE GEUS
Immediate Past Chair, SVLG
Synopsys, ic.

Board Officers:

WILLIAM T. COLEMAN il
Chair

Cassalt Corporation
MICHAEL CANNON

Vice Cheir

Solectron Corporstion
ROBERT SHOFFNER
Secretary/Traasurer
Citibank

Bogrd Members:

JOHN ADAMS

Wells Famo

70D BRADLEY
Howleti-Packard

DENICE DENTON
Universfly of Callfornie, Senta Cruz
RAQUEL GONZALEZ
Bank of America

BRIAN HALLA

- National Semiconductor
JEANETTE HORAN

18M Corporation
LEONARD KWIATKOWSK!
Lockneed Manin Space Systoms Ce.
RICHARD LEVY

Varian Madical Sysfems
PAUL LOCATELLS, S8.J.
Senta Clare University
HIROAKT NAKANISHI
Hitacht Globel Storage Technalogias
LEN PERHAM

Optimal Carporation

KIM POLESE
SpikeSource

STAV PRODROMOU
Alien Technology
BYRON SCORDELIS
Grester Bay Ban¢op
DAVID J. SHIMMON
Celerily, inc.

MICHAEL SPLINTER
Applied Materials, Inc.
JOYCEM. TAYLOR
AT&T in¢.

WILLIAM O, WATKINS
Saagate Technology
KENNETHWILCOX
Sllicon Vallay Bank
DAVID WRIGHT

EMC Coporation

JOANN ZIMMERMAN
Kalser Permanents
Working Caunclf Chair

LEON BEAUCHMAN
AT&T Inc.

Founded in 1977 by
DAVID PACKARD

Dear Mr. Horwedel,

We write on behalf of the Silicon Valley Leadership Group to express our
support of the Brokaw Mixed Use Development by The Riding Group and the
Morley Bros.

By way of reference, David Packard of Hewlett-Packard founded the Silicon
Valley Leadexship Group (SVL.G), formerly the Silicon Valley Manufacturing
Group, in 1978. Today, the Group represents more than 190 of the Valley's
most respected private sector employers, which collectively provide
approximately 250,000 Jocal jobs—or nearly ope of every four in Sificon
Valley.

As you kuow, there is a high demand for entry-level homes and a very limited
supply of suitable land. One of the biggest challenges to meeting this need is
finding land suitable for homes. Fortumately, the City of San Jose has been
the leader in identifying sites appropriate for housing, especially in the North
San Jose area per the recent Vision North San Jose Plan. After reviewing this
proposal, we feel this site would make an excellent location for a housing and
mixed use community and encourage your support,

The Silicon Valley Leadership Group supports the Brokaw Mixed Use
Development by the Riding Group and Mozley Bros. Thank you for your
consideration of our comments.

Sincerely,

(Yt

Carl Guardino
President & CEO
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FOX PROPERTIES CITY OF SAN JOSE
A Division of Markovits & Fox PLANNING DEPARTMENT _

14125 Capri Drive
Los Gatos, CA 95032

Tel: 408 364 1265
Fax: 408 364 0765 office @foxprop.com

. March 13, 2006

Council Member Chuck Reed
Dist, 4 Couneil

200 E. Santa Clara Street

San Jose, CA 95113

Dear Chuck:

As you know we are currently in escrow with the Riding Group to sell our
property at the corner of Old Oakland and Brokaw Roads. Their proposal of a mixed use
development will be a win-win not only for the city but 2lso for nearby residences and
businesses.

While we realize the importance of sales tax revenue to the City’s General Fund,
we also believe there is a significant quality of life issue to consider as well. In our
opinion, the combination of residential and retail development at this site presents an
opportunity to address both issues. Given the property’s location within the
Redevelopment Agency, the incremental increase in value would greatly enhance the
City’s ability to fund major redevelopment projects. Furthermore, the increased number
of residential units would increase the number of dollars spent at the nearby
ueighborhood businesses. From a quality of life standpoint, a mixed use development
would be a great compliment to the nearby residential neighborhoods, the adjacent retail,
the golf course, the creek, and the easily accessible bus line, This is an ideal setting for a
residential community given the easy access to services and the relatively quiet
surroundings.

We appreciate the importance of planning a community development that blends
market driven forces with the needs of the community, and we feel that the Riding Group
has demonstrated this in their plan. As long time owners of this and other property in the
neighborhood, we believe the mixed use plan with retail and residential proposed by The
Riding Group is the best balance at this location. ‘



If it would fit in your busy schedule, we would be pleased to meet with you to
Turther discuss this project.

Thank you for your consideration.

Sincerely,

o
Marvin and Rob Fox
Markovits & Fox
14125 Capr Dr. #4

Los Gatos, CA 95032
408-364-2265



L2

CEIVIE

CITY OF SANJOSE
PLANNING DEPARTMENT

March g, 2006

The Honorable Ron Gonzales, Mayor
City of San Jose

200 E. Santa Clara Street

San Jose, CA 95113

RE: SUPPORT-The Riding Group-Mixed Use Development Proposal
Dear Mayor Gonzales:

As the leasing agent for the R&D building located at 1075 E. Brokaw
directly across the street from the proposed project, I am writing to recommend
that the City approve the mixed use retail/residential development plans
identified in GP-06-04-02. Our property will be a neighbor of the Riding
development and will be one of the most impacted by this new mixed use
community.

I fully support the development proposal by the Riding Group given the
residential and retail componeunts. Such a development will be the best and
higgest use of the given property for the neighborhood without congesting the
roads.

The combination of retail, residential and employment uses is ideal in thig
neighborhood which already has a strong mixed use character. The neighborhood
has combined these types of varied uses for nearly two decades, and the
development of housing, jobs and retail all close to pedestrian, transit, bike and
transportation alternatives is smart planning. The addition of this project will
only enhance the neighborhood and will provide a significant additional retail
base for the city, while providing housing for Silicon Valley wotkers and their
families.

I request that you approve the retail/residential mix development as
proposed by the Riding Group.

Thank you for your consideration of our opinions.
Linda Fox Mighdoll
LFM Properties

(408) 379-6730
migfox@sbeglobal.net

cc:  Planning Commission

Council Members
Planning Department

256 E. Hamilton Ave., Suite M = Campbell, CA 95008 « FAX 408 379-6731 « Telephone (408) 379-6730



We request that you approve the md use plan.
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Mazch 14, 2006

Mr. Joe Horwedel, Actiag Directot

Department of Planning Building and Code Enforcement
200 B. Santa Clara Strect

San Jose, CA 95113 :

Re: 10490, 1060, 1080 Brokaw Road-Rewsil/Residential Mixed Use

Dear Mr. Horwedel:

As the owner of two propettics and several buildings directly adjacent to and across lthe strect from

the propetty referenced above, we are writing to register out support for the Riding [(Group’s mized
use, retail/residential proposal at the comer of Brokaw and Old Oaldand Roads.; We own and

manage 880 Riddex Park Dirive and 1001 Ridder Patk Drive. i

The plan makes sensc for the neighborhood and is very compatble with surro :ding uses. We
suppott the proposal and mix of retail and residential uses that hay been propose by the Riding

Group.

Westcore Propctucs, LiC

) {
SEPS-LL2(SIH) 371 “5919uadoud a.aooasam P oy
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CITY OF SAN JOSE
PLANNING DEPARTMENT
SOBRATO
Mareh 13, 2006 | DEVELOPMENT COMPANIES

The Honorable Chuck Reed, Council Mewmber
District #4

City of San Jose

200 E. Santa Clara Street

San Jose, CA 95113

RE: GP-06-04-02, SUPPORT-Brokaw Mixed Use
Dear Council Member Reed:

On behalf of Sobrate Development Companies, 1 am writing to request that you approve
General Plan Amendment GP-06-04-02. The project consists of up to 50,000 square feet
of neighborhood serving retail and 600 condorminiums on the 30 acres. The proposed
project is directly across the street from our retail center, residential apartment homes and
near many of our commercial properties.

However, our interest goes well beyond any one project or application. As the single
largest owner of real estate in Santa Clara County, we hold the long view for Silicon
Valley and our portfolio in the region. As one of the leading providers of Office/R&D
and other commercial space to Silicon Valleys leading high tech companies, we
recognize that the single greatest barrier to creating jobs and retaining workers in 8an
Jose is the availability and affordability of housing. We hear time and time again from
high tech CEQ’s that housing ig the single most ¢ritical factor in maintaining Silicon
Valley’s compctitiveness in an increasingly global economy.

There is currently a convergence of market dynamics that provides for you to
substantially address the critical housing supply needs of our workforce and also
redevelop in mixed use areas with established services. 'We believe that selective
redevelopment of vacant land and employment space that make sense, such as this
proposal, are appropriate and should be encouraged.

We are also the largest property owner in the immediate neighborhood, maintaining
substantial holdings of commercial, retail and residential property in the immediate
neighborhood of the proposed project. Residential, retail and business uses have
coexisted in this well established mixed use neighborhood for years. New neighborhood
retail and homes at this location are both appropriate and beneficial to both the existing
neighborhood apd employment base.




Council Member Chuck Reed
Page 2
March 13, 20006

This proposal provides workfotce housing and at the same time, promotes economic
developmeni through reiail and other benefits which, as evidenced by the project, are not
mutually exclusive. The project locates housing next to jobs, services, transit options and
is well served by more than 100 resident serving retail and commercial businesscs in
walking distance, The project will be complimentary to this already mixed use
neighborhood.

We urge you and your colleagues to approve the Brokaw Mixed Use village as proposed
by the applicant.

est Regards,

M. Sdbrato
aging Pattner
It sobrato.com

ecc;  Mayor Ron Gonzales
Council Members
Planning Department
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SAN JOSE Offce of Econamic Developnent

CAPITAL OF SILICON VALLEY

May 24, 2006

San Jose Planning Commission
City of San Jose

200 East Santa Clara Street
San Jose, CA 95113

Re: General Plan Amendment (File No. GP06-04-02)
Approximately 27.4 acres bounded by E. Brokaw Road
And Old Oakland Road.

Dear Planning Commissioner:

In my capacity as the Director of the Office of Economic Development (OED), I ask that you
support Planning staff’s request for early denial of the proposed Fox and Markovitz proposed
General Plan amendment. The Fox and Markovitz site would be best used as a retail site.

The General Plan and the Economic Development Strategy strive for a balance between jobs,
housing, and revenues to support the City’s workforce and residents. San Jose is deficient in its
jobs-housing balance. The City needs General Fund revenues to support police, fire, library and
park operations. Residents want goods and services conveniently located to enhance their
quality of life.

The Office of Economic Development’s 2004 Retail Study highlights that San Jose is 25% under
retailed. In order fo fill the gap an additional $1.8 billion dollars worth of purchases would need
to be made in the City. Projects such as the General Electric, San Jose Market Center, and
Eastridge expansion are helping to close some of the present gap, more needs to be done. The
amount of retail square footage developed is not the question, it is the actual sales, goods
purchased, and the resulting 1% sales tax is what must be considered.

While we are making short-term progress, it is clear that unless the City is strategic and
persistent in creating new retail the gap will continue to widen. ABAG projects that by 2030
over 400,000 new residents will live in San Jose and 250,000 new jobs will be generated in San
Jose. Steve Levy of the Continuing Study of the California Economy projects that the effective
buying power of San Jose/Santa Clara County will out strip San Mateo County, San Francisco
County and Alameda County’s effective buying power, due in large part to the strong

200 E. Santa Clara Street, San José, CA 95113 tel (408) 535-8181 fax (408) 292-6719
www.sjeconomy.com
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Introduction

The following report has adopted the methodology developed by Economic & Planning Systems
for a prior residential project to be located at Lundy & McKay (June 2004, EPS Report #13167).
The Lundy & McKay Fiscal Impact Analysis was produced for the Riding Group. Utilizing the same
variable cost approach, this report updates various numbers reflecting the proposed Fox and
Markovits project (GP06-04-02).

Three basic assumptions made in this analysis:

. A detailed breakdown of proposed units was not available therefore in Table 2
persons/per household is assumed to be the same as the Lundy & McKay project.
. Additionally, no information was available as to the number of miles of streets/roads that

the City would be responsible to service as a result of the Fox & Markovits proposed
project, therefore it is assumed to be zero in Table 2.

. In Table 3, the average sales price is estimated to be $550,000. This figure is higher
than the Lundy & McKay average sales price of $490,000 and is also higher than the
current asking price of existing units at $481,000 on the market today.

Table- by-Table Assumptions and Analysis

Table 1- Summarizes the revenue and expenditures to the City from the Fox & Markovits project.
If all assumptions hold true, the Fox & Markovits mixed-use project costs the City more than the
revenue received.

Table 2- Assumed earlier, the persons/per household is assumed to be the same from the Lundy
& McKay analysis. As such, this results in 1,718 new residents. For context, the 2006 State of
California Department of Finance E-6 repott finds the persons/per household in San Jose is 3.18.
Assuming everything else constant in the model, the increase in residents/per household from
2.81 (assumed in the model) to 3.18 still results in costs exceeding revenue to the City.

Table 3- Figures for Household Income for San Jose is based upon San Jose’s Sphere of
Influence (SOI) using ABAG's Projection 2005. As noted earlier, the average sales price is
assumed to be $550,000. This figures is estimated a little higher than existing statistics. A
search of www.mlslistings.com conducted on May 23, 2006, for condominiums located in zip code
95131, shows the average asking rate to be $427,000. Similarly, according to the Santa Clara
County Association of Realtors, the March 2006 average asking rate for condominiums in San
Jose is $481,000. All Utility figures are assumed to be the same as the Lundy & McKay project. If
month utility figures are raised by 60% to correct for the 2004 figures from EPS, the Fiscal
Impact Analysis still results in costs exceeding revenues to the City of San Jose.

Table 4- All figures have been updated to most recent data available. All sources are the same
as the Lundy & McKay Analysis.

Table 5- All general fund figures are based upon the City of San Jose’s Proposed 2006-2007
Operating Budget. All allocation percentage are based upon the same assumptions as the Lundy
& McKay Analysis.

Table 6- Based upon the Fox & Markovits proposed project, the City will receive over $500
thousand in property tax revenue, assuming the average sale price of $490,000. The City’s share
of 17.4% is based upon the 2005-2006 Santa Clara County Tax Book (Page 41). The turnover
rate is assumed to be the same as Lundy & McKay Analysts.



Table 7-The percentages for sales tax are assumed to be the same as the Lundy & McKay
Analysis. The only change that has occurred is in the Expenditures Captured by San Jose. The
original Bay Area Economics Retail Report produced for the City in 2004 found a 24% leakage of
sales to outside of San Jose. A more recent analysis performed by the City of San Jose
incorporating recent retail developments found that the leakage out of San Jose is now at 19%.
Therefore the assumed capture rate of expenditures is 81%.

Table 8- All figures assumed to be the same as the Lundy & McKay Analysis.

Table 9-10 Both Police and Firefighter employment figures have been updated to reflect figures
from the City of San Jose’s 2006-2007 Proposed Operating Budget.

Conclusion

Using the basic assumptions from the Lundy & McKay Fiscal Impact Analysis and providing
updates to available figures, as it stands, Fox & Markovits has a negative impact to the City of
San Jose.



Table 1

Annual Fiscal Impact Summary at Project Buildout

Fiscal Impact Analysis of Fox Markovits Project

Item Project Total
Total Project General Fund Revenue
Property Tax $573,504
Property Transfer Tax $87,265
Sales Tax $127,622
Franchise Tax $32,454
Utility Users Tax $67,312
Fines, Forfeitures,and Penalties $22,582
Revenue from State Government $17,129
Subtotal Revenues $927,869
- I} 1 ] !’\
General Government $51,651
Finance $10,298
Economic. Development $3,860
Fire $231,870
Police $459,122
Capital Maintenance
General Services $36,378
Total Transportation $0
Total Capital Maintenance $36,378
Community Service
Environmental Services $2,248
Library $37,277
Park, Recreation & Neighborhood Services $81,635
Planning, Building & Code Enforcement $32,329
Total Community Services $153,489
Non-Departmental $90,081
Subtotal Expenditures $1,036,749
Net Fiscal Balance ($108,880)

City of San Jose 5/24/2006
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Table 2
Project Description

Fiscal Impact Analysis of Fox Markovits Project

Persons/ Number of New
Item Total Household Households (1) Population
Development
Townhomes
Plan 1-2BR - units 2.50 #VALUE! #VALUE!
Plan 2-3BR - units 3.25 #VALUE! #VALUE!
Plan 3-3BR - units 3.25 #VALUE! #VALUE!
Plan 4-4BR - units 4.00 #VALUE! #VALUE!
0 3.25 #VALUE! #VALUE!
Condominiums
1BR - units 2.00 #VALUE! #VALUE!
2BR - units 2.50 #VALUE! #VALUE!
2BR - units 2.50 #VALUE! #VALUE!
3BR - units 3.25 #VALUE! #VALUE!
1BR - units 2.00 #VALUE! #VALUE!
1BR - units 2.00 #VALUE! #VALUE!
Total/Average 0 2.38 #VALUE! #VALUE!
Total Development
Urban/Live/Work Lofts 370 units 3.25 3.25 363 1180
Condominiums 231 units 2.38 2.38 227 538
601 2.81 590 1718
New Parks (2)
Park 2.1 acres
Public Road Adjancy
Public Roads 0 miles
Project Share (50%) 0 miles

City of San Jose 5/24/2006
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Table 3
Description of Typical New Household

Fiscal Impact Analysis of Fox Markovits Project

Estimating
Item Factors Description/Source

Population 2.81 per unit Table 2
Household Income ($2005) $90,400 ABAG 2005
Average Sales Price* $550,000 OED-SCCOAR, EPS
Turnover 8% per year RAND 2002
Totat Utility Bill

Water $30 per mo EPS

Telephone Bill (1) $35 per mo EPS

Electricity Bill $32 per mo EPS

Gas Bili $90 per mo EPS

Cable Bill (2) $30 per mo EPS

Total per month $217
Total per year $2,604

(1) Intrastate service only
(2) Assumes unit receives cable service

* Current MLS Listing for Condo's in the 95131 have an average asking price of $427,00(

City of San Jose 5/24/2006
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Table 4
Citywide Demographic Data
Fiscal Impact Analysis of Fox Markovits Project

Item Amount Notes
Households (2006) 301,848 DOF E5 File
Mean Household Income ($2005) $90,400 ABAG 2005
Single Family Housing Units (2006) 194,570 DOF ES File
Multifamily Housing Units (2006) 96,250 DOF E5 File
Population (2006) 953,679 DOF ES File

City of San Jose 5/24/2006
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Table 6
Property Tax Calculation
Fiscal Impact of Fox Markovits Project

Assumptions Project Total

Total Assessed Value
Project Sales Value/Unit (1) $550,000
Number of Units 601
Projected Assessed Value $330,550,000
Property Tax Total 1.00% of Assessed Value $3,305,500
City Property Tax Share 17.4% of Assessed Value $573,504
Transfer Tax $3.30 per $1,000 of value of homes sold annua $87,265

Turnover Rate (2) 8%

(1) Average market price of all units
(2) Assumes that on average, 8% of the residents are sold in any given yea

City of San Jose 5/24/2006
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Table 7
Sales Tax Calculations
Fiscal Impact Analysis of Fox Markovits Project

Assumptions Number
Income Assumptions
Average Household Income $90,400 per household
Average HH Taxable Retail Expenditure (1)
Average Household Expenditure 29% of income $26,215
Total Expenditure Captured by San Jose
Expenditures per New Household 81% of taxable exp (2) $21,235
Total New Retail Sales
New Households 601 $12,762,211
Total New Sales Taxes
New Housholds 1.00% of estimated sales $127,622

(1) Bureau of Labor Statistics: assumes households with average incomes over $70,000 spend 29% of income on taxable

expenditures

(2) Represents the estimated average capture rate for the City of San Jose based on City Report, BAE Retail Study 2004, Figures

updated to 2005

City of San Jose 5/24/2006
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Table 8
Utility Tax Calculation
Fiscal Impact Analysis of Fox Markovits Project

Project
Assumptions Total

Utility Tax 5% of utility bills
Annual Utility Bill per Home $2,604 $2,604
Tax per home $112 $112
Total Taxes $67,312
Franchise Fees
Water 2% gross receipts
Annual Water Bill Per Home $360 $360
Franchise Fee per Home $7 $7
Total $4,207
Cable 5% gross receipts
Annual Cable Bill Per Home $360 $360
Franchise Fee per Home $18 $18
Total $10,818
Gas & Electric 2% gross receipts
Annual Gas & Electric Bill Per Home $122 $122
Franchise Fee per Home $29 $29
Total $17,429
Total Franchise Fees - $32,454

(1) Includess electricity, gas and phone. Excludes cabile services because cable is not subject to utility user ta:
(2) Calculated on cable, gas, and electric

Figures are all assumed from Lundy & McKay Fiscal Impact Analysis Repori

City of San Jose 5/24/2006 8 of 10



Table 9
Fire Department Expenses
Fiscal Impact Analysis of Fox Markovits Project

Item

Number of Firefighters 2006 (1) 744
Per 1,000 population 0.78
Buildout Project Population 1718
Total New Firefighters Required 1.34
Annual General Fund $173,017
Expenditures per firefighter (2) $231,870

(1) Includes Chiefs, Captains, Engineers and Firefighters: Proposed 2006-2007 Budgel
(2) Includes Emergency Response, Fire Prevention and Fire Safety and Code Enforcement: Proposed
2006-2007 Operating Budget

City of San Jose 5/24/2006 9 of 10



Tabie 10
Police Department Expenses
Fiscal Impact Analysis of Fox Markovits Project

Item

Number of Officers 2006 1440.5
Per 1,000 population 1.51
Buildout Project Population 1718
Total New Officers Required 2.59
Annual General Fund (1) $176,942
Expenditures per Officer $459,122

(1) Includes response calls for service, crime prevention & community education, investigative services and traffic

safety services: Proposed 2006-2007 Operating Budgel

City of San Jose 5/24/2006
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MEMORANDUM

TO: Jenny Nusbaum, Planning, Building, and Code Enforcement
FROM: Donald Rocha, Redevelopment Agency - Industrial Division
RE: Comments on GP06-04-02

DATE: May 24, 2006

Thank you for the opportunity to provide comments on GP06-04-02. The San Jose
Redevelopment Agency supports the recommendations from PBCE staff to:

= Deny the GPA request to change the Land Use/Transportation Diagram designation from
Industrial Park on 11.9 acres and Industrial Park with Mixed Industrial Overlay on 15.5
acres to Neighborhood/Community Commercial on 6 acres and High Density Residential
on 21.4 acres on an approximately 27.4-acre site located on several parcels on the
southwest corner of East Brokaw Road and Old Oakland Road;

* TInitiate a GPA to change the Land Use/Transportation Diagram designation from
Industrial Park on 11.9 acres and Industrial Park with Mixed Industrial Overlay on 15.5
acres to Combined Industrial/Commercial on 27.4 acres.

The site is located within the North San José Development Policy Arca (NSJADP), and within
the Rincon de Los Esteros Redevelopment Area. The request for residential uses would
eliminate employment land and reduce the potential for sales tax revenue, therefore it is critical
to preserve the potential for sales tax revenue, and most importantly preserve the land for
employment uses. The NSJADP already identifies sites for conversion to residential (up to
24,700 units) and the inclusion of additional residential units presents a number of issues in
respect to environmental clearance, traffic impacts, public services, and infrastructure
improvements.

In addition, the site in question represents a valuable opportunity for developing a large retail
commercial center, thus the recommended Combined Industrial/Commercial designation will
provide for maximum flexibility to allow either future industrial or commercial development or a
mix of both uses. These sites have been recommended for location at the edges of San José and
in high-growth areas so that resident dollars will be retained in San Jos€ and new shoppers will
be attracted from nearby cities. Based on the conclusions of staff’s analysis the amendment site
represents a valuable opportunity for developing a large retail commercial center.



COUNCIL AGENDA: 06-13-06

CITY OF m ITEM: 104
SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND FROM: Joscph Horwedel
CITY COUNCIL
SUBJECT: SEE BELOW DATE: May 22, 2006
TRANSMITTAL MEMO

COUNCIL DISTRICT: #4
SNI AREA: None

SUBJECT: FILE # GP06-04-02. General Plan Amendment request to change the land use
designation on an approximately 27.4-acre site (the entire property consists of
29.9 acres, 2.5 acres of which is Private Open Space which will remain
unchanged) from Industrial Park on 11.9 acres and Industrial Park with
Mixed Industrial Overlay on 15.5 acres to Neighborhood/Community

Commercial on 6 acres and High Density Residential (25-50 dwelling units per
acre) on 21.4 acres.

The Planning Commission will hear this project on May 24, 2006. The memorandum with
Planning Commission recommendations will be submitted under a different cover. We hope the
submittal of this staff report is of assistance in your review of this project.

Al bt —

J OSEPH HOIQ\KEDEL ACTING DIRECTOR
Planning, Building and Code Enforcement

For questions please contact Planning, Building and Code Enforcement at (408) 535-7800.



Hearing Date/Agenda Number:
P.C. May 24,2006 Ttem: 10}

CETY OF Department of Planning, Building and Code Enforcement

SANJ() 200 East Santa Clara Street

San José, California 95113-1905 File Number:
GP06-04-02

CAPITAL OF SILICON VYALLEY

G EN ERAL P LAN AM E N DM ENT Council District and SNI Area:

4

STAFF REPORT Major Thoroughfares Map Number:

SPRING 2006 HEARING i

Assessor's Parcel Number(s):

237-03-061, 069, -070

Project Manager:

Jenny Nusbaum and Allen Tai

PROJECT DESCRIPTION: General Plan Amendment request to change the land use designation on an
approximately 27.4-acre site (the entire property consists of 29.9 acres, 2.5 acres of which is Private
Open Space which will remain unchanged) from Industrial Park on 11.9 acres and Industrial Park with
Mixed Industrial Overlay on 15.5 acres to Neighborhood/Community Commercial on 6 acres and High
Density Residential (25-50 dwelling units per acre) on 21.4 acres.

LOCATION: Southwest corner of East Brokaw Road and Old ACREAGE:
Qakland Road (1633 Old Oakland Road, and 1040, 1060, and 27 4 acres
1080 East Brokaw Road).

APPLICANT/OWNER: The Riding Group/Applicant; Markovits & Fox, Inc./Owner

GENERAL PLAN LAND USE / TRANSPORTATION DIAGRAM DESIGNATION:
Existing Designation: Industrial Park on 11.9 acres and Industrial Park with Mixed Industrial Overlay on 15.5 acres

Proposed Designation: Neighborhood Community/Commercial on 6 acres and High Density Residential (25-50
DU/AC) on 21.4 acres.

EXISTING ZONING DISTRICT(S): Heavy Industrial and Light Industrial

SURROUNDING LAND USES AND GENERAL PLAN DESIGNATION(S):

North: Office uses with Industrial Park land use designation

South: Coyote Creek ripzirian corridor, Light Industrial/office uses; Private Open Space, Public Park/Open Space,
and Heavy Industrial

East: Commercial/Office uses with Light Industrial land use designation

west: Coyote Creek riparian corridor, active Union Pacific Railroad, Office building with Light Industrial land
use designation

ENVIRONMENTAL REVIEW STATUS: Incomplete.

PLANNING STAFF RECOMMENDATION:
1. No change to the existing General Plan land use

designations of Industrial Park on 11.9 acres and Industrial /vo[ﬂ «2/7
Park with Mixed Industrial Overlay on 15.5 acres. Approved by: < 7 i e s ——

2. City Council initiate a General Plan amendinent to change Date: fJ{’/’///)ﬁz«? / &; ?/@/»éj

the existing General Plan land use designations to Combined
Industrial/Commercial on the entire 27.4-acre site.
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PLANNING COMMISSION RECOMMENDATION:

CITY COUNCIL ACTION:

CITY DEPARTMENT AND PUBLIC AGENCY COMMENTS RECEIVED:

Correspondence from various City Departments addressing specific development issues regarding the future
residential use of property is contained in the project file and will be considered if the project continues
through the process.

GENERAL CORRESPONDENCE:
None.

INTRODUCTION

When City departments determine that proposed land use amendments to the San José 2020
General Plan are inconsistent with adopted Council policies, the Administration may bring those
amendments to the Planning Commission for consideration of a denial recommendation to the
City Council at the first available General Plan hearing. This approach provides an opportunity at
the earliest point in the process for the Planning Commission and City Council to consider
identified policy issues and to determine (1) whether such an application should be denied based
upon those inconsistencies prior to completion of environmental review, or (2) whether any such
application should be directed for complete processing, including environmental review.

A Planning Commission recommendation and Council direction early in the processing of such
amendments could potentially save applicants and the City time and money in the continued
processing of such proposals. A Council decision to direct staff to complete processing for later
consideration during a General Plan Amendment public hearing would in no way indicate how
the Council might ultimately vote upon that amendment during that hearing — such a decision

would indicate only that the Council is not opposed to considering such a proposal with complete
environmental review at a later date.

RECOMMENDATION

Denial without Environmental Clearance

Staff recommends no change to the General Plan Land Use/Transportation Diagram
designation of Industrial Park on 11.9 acres and Industrial Park with Mixed Industrial
Overlay on 15.5 acres on the subject site (i.c., denial of the proposed amendment) because the
proposal to change the land use designations to Neighborhood/Community Commercial on 6
acres and High Density Residential (25-50 dwelling units per acre) on 21.4 acres is substantially
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inconsistent with adopted policies in the San José¢ 2020 General Plan and the City’s Economic
Development Strategy.

Environmental clearance is incomplete for this application. The Planning Commission has
the options to recommend to the City Council: (1) denial of the General Plan amendment, or (2)
direct staff to continue processing the application and complete environmental review for
consideration of the amendment at a later General Plan hearing.

Council-Initiated General Plan Amendment

Based on the conclusions of staff’s analysis that the amendment site represents a valuable
opportunity for developing a large retail commercial center, staff recommends that the City
Council initiate a General Plan amendment to designate the entire 27.4-acre site Combined
Industrial/Commercial so the site has maximum flexibility to allow either future industrial or
commercial development or a mix of both uses.

PROJECT DESCRIPTION

This is a privately initiated General Plan amendment request to change the San José 2020
General Plan Land Use/Transportation Diagram designation from Industrial Park on 11.9 acres
and Industrial Park with Mixed Industrial Overlay on 15.5 acres to Neighborhood/Community
Commercial on 6 acres and High Density Residential (25-50 dwelling units per acre) on 21.4
acres on an approximately 27.4-acre site located on several parcels on the southwest corer of
East Brokaw Road and Old Oakland Road (1633 Old Oakland Road, and 1040, 1060, and 1080
East Brokaw Road). Approval of the proposed General Plan amendment would potentially allow
between 535 and 1,070 residential units on this site, which has readily available transportation
access to support continuing industiial use and development.

The site is located within the North San José Development Policy Area, and within the Rincon
de Los Esteros Redevelopment Area.

The site’s existing Industrial Park land use designation allows a wide variety of industrial uses,
including research and development, manufacturing and assembly, and offices. The Mixed
Industrial Overlay designation on 15.5 acres of the site is intended to preserve a supply of land
for industrial uses while allowing for commercial or public/quasi-public uses that would not
compromise the integrity of the industrial area. Appropriate locations for the overlay desi gnation
are areas that already contain, or are surrounded by, non-exclusive industrial areas that contain a
mix of uses. These areas provide opportunities for land uses that may have difficulty locating in
commercial or residential areas due to neighborhood concerns, land use compatibility, scale of
operation or other similar issues.

The High Density Residential (25-50 DU/AC) land use designation that is proposed for the site is
typified by three- to four-story apartments or condominiums over parking. A mixture of housing
types, subject to overall density limits, could also be considered under the High Density
Residential (25-50 DU/AC) land use designation. However, this land use designation is not
appropriate for this site. This density is intended near the Downtown Core Area, near
commercial centers with ready access (o freeways or expressways, and in the vicinity of rail
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stations within the Transit-Oriented Development Corridors Special Strategy Areas.

‘Typical uses in the proposed Neighborhood/Community Commercial land use desi gnation are
neighborhood-serving retail and service establishments. Future uses in the Nei ghborhood/
Community Commercial designation should develop in the form of shopping centers, as a group
of commercial establishments planned and developed as a unit, and related in size and type of
shops to the trade area served.

BACKGROUND

Site and Surrounding Land Uses

The site is Jocated on the west side of Oakland Road, approximately 300 feet north of
Schallenberger Road, and is bounded by Oakland Road to the east, Coyote Creek to the south,
Union Pacific Railroad tracks to the west, and East Brokaw Road to the north.

Formerly one parcel, in 1984, the site was subdivided to facilitate development of three
R&D/office buildings (Fairway Business Park) at the southwest corner of Qakland and Brokaw
Roads. One of these three buildings was constructed in the mid-1980s; the other two buildings
were built in the late 1990s. The 15.5-acre portion of the site with the existing Mixed Industrial
Overlay was formerly used as a metal recycling facility, which closed in March 2000. Al
buildings associated with the metal recycling facility were removed in December 2001

1. Surrounding land uses include industrial park/office uses, a commercial shopping center
(North Park Plaza), and multi-family residential uses to the north and northeast, PS Business
Park and the Municipal Golf Course (o the cast, Coyote Creek, the adjacent riparian corridor,
and the Union Pacific Railroad to the west, and riparian corridor and Coyote Creek to the
south.

Previous General Plan amendments on this Site

In 2000, the site was the subject of a General Plan amendment (File No. GPO0-04-03) that
changed the land use designation from Heavy Industrial to Industrial Park on 27.5 acres and the
remainder of the property to Private Open Space on 2.5 acres, reflectin g the required riparian
setback for future development. Given the changing character of the general area, the site was no
longer well suited for heavy industrial uses.

In 2003, the 15.5-acre portion of the site previously occupied by the metal recycling facility was
the subject of a General Plan amendment (File No. GP03-04-05) that added a Mixed Industrial
Overlay to the existing Industrial Park land use designation. The intent of adding the Mixed
Industrial Overlay on this portion of the site was to provide a greater opportunity for industrial,
compatible non-industrial, or a combination of both types of uses in order to help facilitate
economic development opportunities.
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ANALYSIS

The following points summarize staff’s main reasons for recommending denial of the proposed
General Plan amendment:

1. Inconsistency with adopted Economic Development Strategy

Conversion of the site to High Density Residential (25-50 DU/AC) on 21.4 acres and
Neighborhood/Community Commercial on 6 acres would compromise the potential of
the site for the type and scale of retail uses envisioned by the City’s adopted Economic
Development Strategy to be supported by existing and future market demand.

The Economic Development Strategy adopted by City Council in November 2003 includes
fifteen (15) Strategic Initiatives and identifies tactics to achieve these initiatives. Strategic
Initiative No. 13 is to “Develop retail to full potential, maximizing revenue impact and
neighborhood livability.” One of the tactics identified to achieve this initiative is identifying
sites of at least 20 acres to accommodate larger retailers offering home furnishings, general
merchandise, consumer electronics, and apparel. These sites should be located strategically at
the edges of San José and in high-growth areas so that resident dollars will be retained in San
José and new shoppers will be attracted from nearby cities.

The City’s Office of Economic Development and the Redevelopment Agency have identified
this site as one that offers a rare opportunity for redevelopment with Community Retail uses.
There are very few sites within the City that meet the criteria for Community Retail.
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‘Typically, a Community Retail Center requires at least 20 acres of land appropriately
configured to accommodate large-format stores. The subject site is more than 20 acres in size
and consists of large assembled parcels in single ownership, with convenient access to
freeways and arterial streets.

The existing General Plan land use designations on the subject site provide the opportunity
for community-serving retail uses to address the City’s unmet retail needs as identified in the
adopted Economic Development Strategy.

The site is unique in size, location, and proximity to transportation to serve the retail neceds of
both a local and regional population and is within close and convenient access to Interstate
880, East Brokaw Road, and Old Oakland Road.

Redevelopment of the site with Community Retail uses would be consistent with the City’s
Economic Development Strategic Initiatives. The City’s Economic Development Strategy,
The San José Neighborhood Retail Model Summary Report, the San José 2020 General Plan,
and analyses provided by the Association of Bay Area Governments, show that
approximately 10 million square feet of building area for retail uses will be needed (o support
Driving Industries and Business-Support/People-Serving Industries through 2020.

According to the 2004 Retail Study by Bay Area Economics, the City of San José is under-
served by retail throughout many areas of the City. This is resulting in a leakage of sales out
of San Jos€ into other communities such as Milpitas and Santa Clara. The report goes on to
identify local retail trade areas that would benefit by having more retail in the form of
grocery, drug, and apparel stores. Of particular interest is local retail trade area #4 in the
Greater Berryessa community. Local retail trade area #4 mcorporates the subject site and,
according the report, has un-met demand for retail in the area. The report suggests at least
100,000 square feet of mixed retail types could be supported.

Inconsistency with San José 2020 General Plan Economic Development Major Strategy

Conversion of the site to residential uses would eliminate employment land and reduce
the potential for sales tax revenue. The General Plan’s Economic Development Major
Strategy strives to make San José a more “balanced community” by encouraging more
commercial and industrial growth. Maintaining the subject site with the existing Industrial
Park and Industrial Park with Mixed Industrial Overlay land use designations would not only

preserve the potential for sales tax revenue, but would also preserve the land for employment
uses.

Inconsistency with North San José Area Development Policy

In the updated North San José Development Policy Area, developing new housing east
of Interstate 880 is intentionally rnof encouraged because the Policy focuses on placing
development near existing housing sites where residential support services are available. The
purpose of the North San Jose Area Development Policy was, in part, to guide residential
development to occur adjacent to existing residential development, have close proximity to
jobs, and provide a traffic benefit by locating residential development to the west of
Interstate 880, where a number of access points to regional highways exist. The project
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location, however, is not adjacent to residential development, have limited access to the core

employment area in North San Jose, and is within an areca where few pedestrian amenities are
available.

Inconsistency with the San José 2020 General Plan Goals and Policies

a. The proposal is inconsistent with Economic Development Goal No. 2 to create a
stronger municipal tax base by obtaining a greater share of total commercial
development in the County by nurturing and encouraging the expansion of commercial
development in the City.

b. The proposal is inconsistent with the Commercial Land Use Goal, which emphasizes
the need to locate new commercial uses in the community to facilitate convenient
shopping and easy access to professional services and to contribute to the economic base
of the City.

c. The proposal is inconsistent with Commercial Land Use Policy No. 1: “Commercial
Jand in San José should be distributed in a manner that maximizes community
accessibility to a variety of retail commercial outlets and services and minimizes the need
for automobile travel. New commercial development should be located near existing
centers of employment, ...”

Inconsistency with Previous City Council Actions to Maintain Land Uses on the Site that
provide Economic Development Opportunities

Conversion of the site to High Density Residential (25-50 DU/AC) on 21.4 acres and
Neighborhood/Community Commercial on 6 acres would contradict previous City
Council actions. The City Council has reviewed the site and approved General Plan
amendments twice in the last six years to allow a wide range of Industrial Park and
compatible commercial uses on the site. The intention with each of these land use changes
was to maintain potential economic development opportunities on the site.

Residential Uses on Property not Required for Support of General Plan Housing Major
Strategy

The subject site and surrounding industrial area do not meet Transit-Oriented
Development criteria and are more valuable to the City to support economic
development than for additional residential development. San José continues to plan,
approve, and issue building permits for more housing than any other city in the Northern
California. The City has continued to be proactive in its efforts commitment to meet the
community’s housing needs through a variety of innovative development strategies,
including proactively planning for mixed-use and transit-oriented development. In particular,
the recent approval of the North San José Areca Development Policy will facilitate the
addition of up to 24,700 units of new, high-density residential in the North First Street
Transit-Oriented Development Corridor. In the updated North San José Development Policy
Area, developing new housing east of Interstate 880 was intentionally not encouraged
because the Policy focuses on placing development near existing housing sites where
residential support services are available.
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7. Consistency with the Adopted Industrial Conversion Framework

Conversion of 21.4 acres of the site to High Density Residential (25-50 DU/AC) would
reduce the potential to provide commercial uses to meet the City’s need for community-
serving retail, and would not provide an equivalent benefit to the City. The site is located
within North San José 5 subarea as identified in the study. The Framework identifies this
portion of North San José 5 east of I-880 to consider for conversion to housing, retail, or
other Household Serving Industries only in areas that are close to existing residential areas
and areas that could be integrated into a neighborhood framework. The criteria for
consideration include an assessment of costs and benefits to the City that would result from
the conversion to non-industrial uses. The existing Industrial Park with Mixed Industrial
General Plan land use designation on the 15.5-acre portion of the site already allows non-
industrial uses, such as retail uses, that would address City identified unmet shopping needs
in the surrounding area while still maintaining employment and revenue potential for the
City. The proposed land use change would not provide these same benefits to the City, and
would, therefore, be less consistent with the Framework criteria.

Conclusion

The proposed General Plan amendment request to change the General Plan Land Use designation
from the existing Industrial Park on 11.9 acres and Industrial Park with Mixed Industrial Overlay
on 15.5 acres to High Density Residential (25-50 DU/AC) on 21.4 acres and Neighborhood/
Community Commercial on 6 acres is inconsistent with the City’s Economic Development
Strategy and fundamental Major Strategies, goals and policies of the General Plan. Approval of
this General Plan amendment would diminish the City’s ability to provide community-serving
retail services, provide employment opportunities for low, medium and high skilled workers,
maintain a diverse economy, and provide long-term growth potential for a needed tax base.

While the Mixed Industrial Overlay designation on the 15.5-acre portion of the site would allow
large format commercial uses, this report identifies the need for the entire site to be explicitly
preserved for future retail commercial uses. In order to provide maximum flexibility to
accommodate such uses in the future, Planning staff recommends that the City Council initiate a
General Plan amendment to designate the entire 27.4-acre site Combined Industrial/Commercial,
which would allow either industrial or a full range of commercial uses that are compatible with
industrial uses, or a mix of both industrial and commercial uses on the site. A proposal for
Combined Industrial/Commercial would require environmental clearance before it could be
considered for approval by the City Council.

ENVIRONMENTAL REVIEW

Pursuant to Section 15270 of the CEQA Guidelines, CEQA does not apply to projects which a
public agency rejects or disapproves. An Environmental Impact Report would be required for
completion of environmental clearance under CEQA for the City Council to consider approval of
the General Plan amendment request.
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PUBLIC OUTREACH

A joint notice of the public hearings to be held on the subject General Plan amendment before
the Planning Commission on May 24, 2006 and City Council on June 13, 2006 was circulated to
the property owners and residents within a 1000 foot-radius of the subject property. The
Planning Department web site contains information regarding the General Plan process,
amendments, staff reports, and hearing schedules. This web site is available to any member of
the public and contains the most current information regarding the status of the General Plan
amendments. If Council decides not to consider the General Plan amendment unless
environmental clearance is completed, then Planning staff will continue to coordinate with the
applicant, Council District 4 staff, and neighborhood group representatives to schedule
community meetings and additional public outreach.

COORDINATION

Preparation of this report has been coordinated with the City Attorney’s Office, Housing
Department, Office of Economic Development, and the Redevelopment Agency.
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