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SUBJECT: TAMIEN PURCHASE AND SALE AGREEMENT AND ADOPTION OF
APPROPRIATION ORDINANCE AMENDMENTS FOR THE TAMIEN SPECIFIC PLAN
AREA PARK IMPROVEMENT PROJECT

RECOMMENDATION

go Adoption of a resolution authorizing the City Manager to negotiate and execute a Purchase and
Sale Agreement (PSA) with the Santa Clara Valley Transportation Authority (VTA) for 3.5
acres of VTA Excess Property located at Lick Avenue near Pepitone Avenue and Goodyear
Street, San Jos6, California, within the Tamien Station Area for an amount not to exceed
$4,500,000 and credits under the Parkland Dedication and Park Impact Ordinances and to
execute any documents required to complete the transaction.

b. Adoption of the following Appropriation Ordinance amendments in the Construction Tax &
Property Conveyance Tax Fund: Council District 3 (Fund 380):

°

Establish an appropriation to the Parks, Recreation and Neighborhood Services
Department in the amount $985,000 for the Tamien Specific Plan Area Park
Improvements; and
Decrease the Reserve: Tamien Specific Plan Area Park Improvements by $325,000;
and
Decrease the Reserve: Roosevelt Hockey Rink Cover by $660,000.

c. Adoption of the following Appropriation Ordinance amendments in the Construction Tax &
Property Conveyance Tax Fund: Council District 6 (Fund 384):
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Establish an appropriation to the Parks Recreation and Neighborhood Services
Department in the amount of $50,000 for the Tamien Specific Plan Area Park
Improvements; and
Decrease the Reserve: Tamien Specific Plan Area Park Improvements by $50,000.

d. Adoption of the following Appropriation Ordinance amendments in the Subdivision Park Trust
Fund (Fund 375):

Establish an appropriation to the Parks Recreation and Neighborhood Services
Department in the amount $3,465,000 for the Tamien Specific Plan Area Park
Improvements; and
Decrease the Reserve: Tamien Specific Plan Area Park Improvements by $505,000;
and
Decrease the Reserve: Future PDO/PIO Projects by $2,960,000.

OUTCOME

City Council approval of the recommendations will authorize the purchase of 3.5 acres of real
property for the development of a Greenprint priority new park project in an underserved area of the
City, Tamien Station Area.

EXECUTIVE SUMMARY

As identified through the Tamien Area Specific Plan, the Strong Neighborhoods Initiative process
and the City’s Greenprint Update process, placing a park in the Tamien Station area has been a long
term strategic priority for the City and the residents of the area. This memorandum provides for the
purchase of 3.5 acres of land by the City from VTA in order to make this park a reality. As part of
the proposed deal, the 3.5 acres will be defined as two parcels for ease of reference. The first,
referred to as the "Phase I Property" consists of 2.04 acres and proposed to be purchased by the City
by providing VTA with $4.5 million and 38 future parkland dedication credits. The second,
referred to as the "Phase II Property" consists of 1.46 acres and would be purchased by the City by
providing VTA with 213 units of future parkland development credits and the opportunity for VTA
to reappraised as described below.

The entire 3.5 acres would be owned by the City as a result of the proposed purchase (Phase I and
Phase II properties). The City is in preliminary discussions with Rocketship Charter School to
potentially sell and lease a portion of the Phase I Property for the development of a school, play area
and parking lot. The Phase II property is subject to re-appraisal by VTA within five years from the
effective date of the agreement. Depending upon the price of the re-appraisal and depending upon
the status of VTA’s development approvals at the site, there is a possibility that the City will need to
provide all or a portion of the Phase II property back to VTA, pay additional cash to retain the
Phase II property and/or provide VTA with additional parkland dedication credits. These
alternatives are described in further detail in the analysis section of this memorandum.
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BACKGROUND

VTA is the owner of approximately sixteen and one half (16.5) acres ("VTA Tamien Station
Property") near the Tamien Caltrans Station along Highway 87 and Alma Avenue in the City. The
16.5 acres consist of approximately 10.47 acres on the east side of Highway 87 and 6.03 acres on
the west side of Highway 87. VTA’s Board on October 1, 1998 declared a portion of the VTA
property consisting of approximately 6.05 acres on the east side of Highway 87 as "Excess
Property". A map of the VTA Excess Property on the east side of Highway 87 is depicted in
Attachment A of this memorandum.

VTA anticipates jointly developing or selling VTA Excess Property and potentially a larger portion
of the VTA Tamien Station Property at a future date for a development project that includes multi-
family residential units consisting of apartments, condominiums and townhouses ("VTA Project").
City is interested in purchasing approximately 3.5 acres of VTA Excess Property for the
development of a recreation facility to serve the existing and future residents of the Tamien Station
area, with the intention that approximately 2.04 acres of the property be developed at City’s
discretion, and approximately 1.46 acres of the property be developed no earlier than five years
from the effective date of the PSA subject to the terms and conditions described below.

In 2006, Green Valley Corporation (GVC) sought entitlements from the City for the development of
the Tamien Towers project that included 12 townhomes and twin mid-rise buildings of multi-family
residential units on private property located at Lick Avenue and West Alma Avenue south of the
Tamien Station area and east of Highway 87. As part of GVC’s entitlement process for the project,
the City, VTA, and GVC entered into an agreement on April 21, 2006 entitled "Three Party
Agreement Re: Conditions of Approval and Disposition of Parkland Fees in Lieu of Parkland
Dedication in Connection with the Tamien Towers Project" (Original Three Party Agreement). The
Original Three Party Agreement satisfied GVC parkland obligation for its project by providing
partial funding to VTA in the amount of $1.4 million held in an escrow account for the construction
of a parking garage replacing displaced parking due to the location of the future park. The Original
Three Party Agreement states that if the money in escrow is not used to build the parking garage
within five (5) years of the effective date, the City can request the $1.4 million to be disbursed to
City as parkland fees. City has notified the escrow agent of our intention to have the $1.4 million

~ interest minus escrow fees disbursed to the City shortly after May 1, 2011. These funds will
then be credited to the Subdivision Park Trust Fund. Should the escrow funds not be received and
deposited into the Subdivision Parks Trust Fund by May 2, 2011, the Tamien PSA action will be
deferred to a future Council Agenda.

As defined in the City’s Parkland Dedication Ordinance (PDO), San Jos6 Municipal Code, Section
19.38, residential developers are required to dedicate land, improve parkland, and/or pay a parkland
fee in lieu of dedication for neighborhood and community parklands. For projects of 50 units or
less, the City can only request the associated in-lieu fees from developers. The parkland fees are in-
lieu of a requirement for developers to dedicate land for park purposes at the rate of three
undeveloped acres for every 1,000 new residents added to the City by new residential development.
Fees in-lieu of land dedication are deposited into, and accounted for, in the Subdivision Park Trust
Fund.
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The acquisition and development of a park in the Tamien Station area has been identified as a
Greenprint 2009 Update priority project. Staff has conducted community meetings relative to this
site with the most recent held in April 2011. Through those meetings, desired amenities were
discussed and include a broad range of activities, most importantly to have a park that serves the
entire community with amenities such as a small running track and sports fields.

ANALYSIS

Smith & Associates, Inc., on behalf of VTA, prepared an appraisal of the VTA Excess Propelly
dated January 20, 2006 in which it determined the then "As Is" market value for highest and best
use as approximately $75.00 per square foot. The same consultant prepared an appraisal of the 3.5
acres park property dated March 31, 2010 in which it determined that the then "As Is" market value
for highest and best use as approximately $45.00 per square foot. City and VTA staffhave been
negotiating a PSA and have arrived at a negotiated value for the purpose of completing this
transaction in the time frame desired by the City at $58.00 per square foot. The parties have agreed,
subject to Council approval, for the City to pay to VTA for the 3.5 acres a combination of Four
Million Five Hundred Thousand Dollars ($4,500,000) in cash and Two Hundred Fifty-One (251)
PDO/PIO Credits, with the ability for VTA to request a reappraisal of part of property, as follows:

A. Phase I Property: For payment of the 2.04 acres of the property referred in Attachment B
as Phase I Property:

Cash Payments: totaling $4,500,000 paid at close of escrow (including $1.4 million
currently in escrow that was previously set aside to build a parking garage).
Park Fee Credits: Thirty-eight (38) units of PDOiPIO credits for market rate multi-
family (5+) residential units. The PDOiPIO credits may be used for any future
residential project on the VTA Tamien Station Property. Ifa different category of
housing units are developed on VTA Tamien Station Property and VTA wishes to
apply the credits to those units, all credits under this section will be converted to land
acreage.

The cash payment of $4,500,000 and 38 units of PDO/PIO credits for 2.04 acres of
land is the equivalent of $58.00 per square feet.

B. Phase II Property: For payment of the remaining 1.46 acres of the property referred to in
Attachment C as Phase II Property:

1. Park Fee Credits: 213 units of PDOiPIO credits for market rate multi-family (5+)
residential units. The PDO/PIO credits may be used for any future residential project
on the VTA Tamien Station Property. Ifa different category of residential units are
developed on VTA Tarnien Station Property and VTA wishes to apply the credits to
those units, all credits under this section will be converted to land acreage.
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The 213 units of PDO/PIO credits for 1.46 acres of land is the equivalent of $45.00 per
square feet.

C. VTA Reappraisal Option:

1. VTA, at its sole discretion, may request a re-appraisal of the Phase II Property at
anytime within five (5) years of the agreement. All costs associated with the re-appraisal
will be at the sole cost of VTA. The selected appraiser will provide a re-appraised market
value of the Phase II Property which will contain a calculation showing the per square foot
value of the Phase II Property based on the high~st and best use. The Re-Appraisal will be
made using an assumption that the Phase II Property and Phase I Property are one
continuous parcel.

2. Upon 5 years from the effective date of the PSA, VTA and City will review the (i) re-
appraised price (New Price) and (ii) number of residential units (Units) approved under the
applicable zoning for the VTA Tamien Station Property. The new appraised price will be
no less than $45.00 per square foot and, ifVTA has not completed an appraisal upon 5
years from the effective date, then the new appraised price will be equal to $45.00 per
square foot.

3. Based upon the "New Price" and "Units" described above, the following scenarios will
be available:

If the Units exceeds 213 and the New Price is $45.00 per square foot or less, then
no further action need to be taken and the City will retain permanent ownership of
Phase II Property;
If the Units exceeds 213 and the New Price exceeds $45 per square foot, then the
following alternatives are available, at the discretion of City:

i.     City will provide additional PDO credits to VTA based on the new
appraised price as long as the number 0fPDO credits provided to VTA
does not exceed the number of approved Units;

ii. For any PDO credits that cannot be provided because they would
exceed the approved Units, City, at its discretion, shall either pay VTA
for the additional land in cash or return a portion of land to VTA.

Co If the approved Units are equal to zero, City shall do one of the following, at it’s
discretion:

i. Pay for entire 1.46 acres at the New Price, or
ii. Return the entire 1.46 acres to VTA, or

iii. A combination of the above.

If the approved Units are between 213 and zero, City will do one of the following,
at it’s discretion:

i. Pay VTA cash value difference between Units approved and 213 units,
at rate of New Price;
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ii.

iii.

Return land to VTA based on the difference in required acreage
dedication between 213 units and new Units approved;
A combination of the above.

Staffbelieves the proposed deal is fair for both the City and VTA. VTA is the owner of the
property and is under no obligation to sell the property. Previous appraisals have shown that the
market value for the property has decreased significantly from approximately $75.00 per square in
feet in 2006 to $45.00 per square feet in 2010. VTA has indicated that it prefers to wait out the
downturn and be in a better position to sell the property in the future at a higher market value. The .
City would like to purchase the 3.5 acres now and begin development of an identified Greenprint
priority project in an underserved area. Therefore, staffhas negotiated a deal that allows the City to
take ownership of the 3.5 acres immediately through a combination of cash payment and PDO
credits, with the ability for VTA to reappraised part of the property and received additional
compensation, PDO credits, or partial return of the property.

As noted above, there is a possibility that the City would need to return all, or a portion of, Phase II
Property to VTA depending upon the results of the re-appraisal and whether or not VTA has
development approvals for the property within five years. If this occurs, then the City could be left
with only a 2.04 acre parcel as opposed to the 3.5 acre parcel. City staff will continue to work with
VTA staffto mitigate this possibility as much as possible.

In addition to the above, the City is in preliminary discussions with Rocketship Charter School to
explore the possibility of selling and/or leasing approximately one acre of the Phase I Property (the
2.04 acre parcel) for the construction of a school, play area and parking lot. The potential terms of
the deal could include the construction by Rocketship Charter School of a playground and parking
lot to jointly serve the school and the park. Staffhas not yet formed a final recommendation
regarding this potential deal. Staff anticipates concluding the discussions with Rocketship Charter
School and, if applicable, completing the appropriate environmental analysis and presenting the
proposed deal to City Council for its consideration by the end of 2011.

EVALUATION AND FOLLOW UP

With City Council approva! of this transaction, staff will begin a series of community meetings and
apply for Proposition 84 grant funding to support further acquisition and development of the park
site. As part of the meetings, the interest expressed by Rocketship Charter School to purchase a
portion of the property and enter in a long term lease with the City will be discussed. Pending the
results of this process, staff will retum to City Council with specific recommendations on the sale
and lease of a portion of the Phase I property to the charter school.

The escrow funds, which are anticipated to be received and deposited into the Parks Trust Fund by
May 2, 2011, will be recommended to be recognized and allocated to the Reserve: Future PDO/PIO
Projects as part of the Year-End Amendments to the 2010-2011 Appropriation Ordinance process.
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POLICY ALTERNATIVES

Alternative #1: Do not approve the PSA

Pros: The real estate value of the property may remain lower than its peak in 2006. Subdivision
Park Trust Funds may continue to accrue interest and a lower purchase price may be negotiated.
Cons: Land values may increase beyond the negotiated value and the City may not have funding
available for the entire 3.5 acres. A Greenprint priority project in an underserved area of the City
will continue to be deferred.
Reason for not recommending: Does not support Greenprint priorities and does not support the
City Council adopted San Jose Economic Strategy 2010-2015.

PUBLIC OUTREACH/INTEREST

[~Criterion 1: Requires Council action on the use of public funds equal to $1 million or greater.
(Required: Website Posting)

Criterion 2: Adoption of a new or revised policy that may have implications for public health,
safety, quality of life, or financial/economic vitality of the City. (Required: E-mail and
Website Posting)

Criterion 3: Consideration of proposed changes to service delivery, programs, staffing that
may have impacts to community services and have been identified by staff, Council or a
Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

The proposed Council action meets Criterion 1. A community meeting was held to discuss the
future plans for this park on May 9, 2009. The topic was discussed at the VTA Board of Directors
meeting on October 7, 2010 with the terms in this Memorandum and the PSA approved by the VTA
Board of Directors. This memo was posted on the City’s website as an agenda item prior to the
City Council meeting on May 3,2011.

COORDINATION

This memorandum has been coordinated with the City Attorney’s Office and the Department of
Planning, Building and Code Enforcement.

FISCAL/POLICY ALIGNMENT

This Project is consistent with the Council-approved Greenprint 2009 Update providing parkland to
the underserved Central / Downtown Planning Area. Annual operations and maintenance costs are
less than $10,000 for weed abatement and fence rental to secure the site. Due to the nominal
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amount, these costs do not significantly impact the General Fund and w.ill be absorbed by the Parks,
Recreation and Neighborhood Services Department.

COST SUMMARY/IMPLICATIONS

1. AMOUNT OF RECOMMENDATION: $4,500,000

2. COST OF AGREEMENT: None

3. SOURCE OF FUNDING:380 - Construction Tax & Property Conveyance Tax Fund:
Council District 3 ($985,000)

384 - Construction Tax & Property Conveyance Tax Fund:
Council District 6 ($50,000)

375 - Subdivision Park Trust Fund ($3,465,000)
Total - $4,500,000

4. FISCAL IMPACT: This project has been reviewed and is anticipated to have no adverse
impact on the General Fund.

BUDGET REFERENCE

Adopted Last
Ftmd Appn. Appn. Name RC # Total Amount Budget Budget

# Appn. for Page Action
Amount Contract (Date, Ord.

No.)
Total ProjectCost $4,500,000

Recommended Funding Sources*

380 8244 Reserve: Tamien $325,000 V-359 6/29/10
Specific Plan Area 28765
Park Improvements

380 8180 Reserve: Roosevelt $660,000 V-359 6/29/10
Hockey Rink Cover 28765

384 8244 Reserve: Tamien $50,000 V-400 6/29/10
Specific Plan Area 28765
Park Improvements

375 8149 Reserve: Tamien $505,000 V-544 6/29/10
Specific Plan Area 28765
Park Improvements’

375 8845 Reserve: Future $2,96O,OOO V-544 3/1/11
PDO/PIO Projects 28894

Total Current Funding Available $4,500,000

* Included in this memorandum are recommendations to allocate funding totaling $4,500,000 from
five reserves for the purchase of land for the Tamien Specific Plan Area Park Improvements project.
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** The Future PDO/PIO Reserve in the Subdivision Park Trust Fund totals $21,734,465; however,
only $2,960,000 will be used for the purchase of land for the Tamien Specific Plan Area Park
Improvements project. Upon final disbursement to the City, Escrow funds will be deposited into
the Future PDO/PIO Reserve. Should the Escrow funds not be received and deposited into the
Parks Trust Fund by May 2, 2011, the Tamien PSA action will be deferred to a future Council
Agenda.

Exempt, File No. PP10-023.

Isl

NORBERTO DUENAS
Deputy City Manager/Acting Director of
Parks, Recreation and Neighborhood Services

Isl

KIM WALESH
Director of Office of Economic Development
Chief Strategist

MAGUIRE
Budget Director

For questions please contact Matt Cano, Division Manager, at 408-535-3580.

Attachment
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