CED AGENDA: 04-23-07
ITEM: g

SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: COMMUNITY AND ECONOMIC FROM: Paul Krutko
DEVELOPMENT COMMITTEE
SUBJECT: STATUS OF A POTENTIAL DATE: April 16, 2007
SOCCER STADIUM PLAN
Recommendation

Accept the staff’s report on status of discussions on bringing an expansion Major League Soccer
franchise back to San Jose and constructing a new stadium to house that franchise.

Referral

At the April 11, 2007 Rules and Open Government Committee meeting, the Committee approved
Mayor Reed’s memorandum as amended by Councilmember Liccardo to amend the work plan for
the Community and Economic Development Committee and direct staff to report to the Committee
on April 23, with a public memo not later than April 16, on a preliminary proposal and concepts to
construct a new stadium for an expansion Major League Soccer franchise — the “new” Earthquakes
within the City of San Jose. Included in Mayor Reed’s memorandum were eight specific questions
for staff to respond to and Councilmember Liccardo’s amendment added a series of questions about
the iStar development site.

Background

City staff has been in conversations with the Oakland Athletics organization and the President’s
Office of San Jose State University about potential to construct a new Spartan Stadium that would
result in a new modern joint football-soccer stadium on the South Campus portion of the University
that would house SJSU intercollegiate football and other athletic events and a new Earthquakes
Major Soccer League franchise.

These conversations primarily between representatives from both organizations have been led by
President Don Kassing of SJSU and Oakland Athletics Co-Owner/Managing Partner Lew Wolff
over the last year. The genesis of this effort began in the aftermath of the move of the former
Earthquakes MSL franchise by its owner Anschutz Entertainment Group from San Jose to Houston
in December 2005. On December 15, 2005, the day that move was formally announced, Mr. Wolff
indicated publicly his organization’s desire to explore bringing major league soccer back to San
Jose. Major League Soccer, in acknowledgement of the outstanding fan support for the Earthquakes
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franchise, its ten years of existence, and the City’s extraordinary efforts to try to retain the franchise,
put the Earthquakes name, colors and records in trust for a potential expansion franchise. MLS also
stated that it would be interested in working with a new ownership group to bring soccer back to the
Bay Area. The City Manager signed a non-binding letter with MLS to work with the league to bring
an expansion franchise to San Jose. Subsequently, Mr. Wolff negotiated the rights to such an
expansion franchise. Mr. Wolff and his team have identified that a key prerequisite for a new
Earthquakes organization in exercising these rights is the development of a new stadium.

As Spartan Stadium was the home of the original Earthquakes franchise, the City facilitated initial
discussions between the SISU President’s Office and Mr. Wolff to determine whether a renovated or
new Spartan Stadium was a possible alternative for a new Earthquakes franchise. The City’s
understanding is that these discussions have been on-going between SJSU and Mr. Wolff.

Mr. Wolff and his team also met with representatives of the City Manager’s Office and the
Redevelopment Agency to discuss possible options for financing a new stadium. Recognizing that
Chapter 4.95 of Title 4 of the San José Municipal Code, adopted as an initiative ordinance passed by
the voters of the City, requires a vote of the people to authorize the expenditure of public funds for
any sports facility in excess of 5000 seats, Mr. Wolff indicated that he wanted to pursue a financing
plan that would not require any public investment and build the stadium debt free. He has identified
the concept of using the profits from a development project his team pursues elsewhere in San Jose
to pay for stadium construction. Mr. Wolff’s team submitted an initial negotiating draft of a
memorandum of understanding that described preliminary concepts on how such a transaction might
be structured.

The following section of this memorandum will provide specific responses to questions contained in

the Rules and Open Government Committee’s referral to the Community and Economic
Development Committee.

Rules and Open Government Soccer Plan Questions

What are the elements of the plan for a potential soccer stadium that would require action by the
City?

Does any aspect of the proposal require a change in the general plan land use classification and
zoning?

The current concept would be for the eighty year old Spartan Stadium to be demolished and a new
stadium to be constructed on the South Campus of San Jose State University. The demolition and
construction are activities that would fall under the regulatory jurisdiction of the City’s Department
of Planning, Building and Code Enforcement. The environmental impact of a new stadium would
need to be evaluated under the requirements of the California Environmental Quality Act of 1970, as
amended, either by the City or University. The lead agency under CEQA for a project like this one
would need to be determined by the City and University.
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One key element that would require Council action would be the approval of a general plan and
zoning change for a parcel of land located in the Edenvale area of the City from an office-industrial
and retail designation to residential. This type of change in allowable use would generate funds that
Mr. Wolff proposes to use to pay for construction of a joint football-soccer stadium with SJSU. An
environmental impact report would be required to be prepared, reviewed and certified under CEQA
prior to Council consideration of any proposed general plan and zoning change. The Administration
anticipates that it would recommend that any office and industrial capacity that would be displaced
by such an action be simultaneously transferred to other office and industrial sites nearby where such
additional capacity might be appropriate. The environmental impact of that intensification would
also need to be analyzed before Council approval of residential general plan change and rezoning.

In preliminary discussions regarding such a concept, the Administration has clearly communicated
that while the Administration may be willing to review and support such a concept, the ultimate
decision on each piece of the proposal (that is, the initial land use decisions on ultimately identified
and affected sites as well as subsequent joint sports facility decisions) would all lie with the City
Council and can in no way be committed to in advance by the Administration.

Has a specific parcel of land been identified for which a change in the land use classification and
zoning is proposed?

Yes, a current parcel is under initial consideration by Mr. Wolff (Attachment A). This 75 acre parcel
located in Edenvale is south of the Hitachi redevelopment project site between Monterey Highway
and State Route 85. It is currently under the control of iStar San Jose LLC. This property is
currently general planned and zoned for 1,000,000 square feet of office industrial development and
450,000 square feet of retail development.

What is the size and type of development being proposed for any specific parcel?

The concept identified by Mr. Wolff’s group is that the entire property be converted to residential
development with a density designation of 15 to 24 units per acre (approximately 1500 total units).
The site is within a redevelopment area and as such would be required to meet the requirement that
20% of the units be affordable to low and moderate income households, as well as provide required
parklands. Any residential development ultimately proposed would be required to mitigate any
traffic impacts identified through the environmental impact analyses.

Has staff undertaken any specific analysis of the iStar parcel in relation to a possible change its
land use classification and zoning?

Yes. Under an existing Redevelopment Agency contract with a traffic consultant, the City is
spending $10,000 to study the impacts of a residential development on the iStar property and the
impacts of transferring displaced office-industrial capacity to other nearby office-industrial parcels
in Edenvale. As was the case in North San Jose and at the Hitachi site, there are owners of office-
industrial properties with low floor area ratios that are interested in being allowed to redevelop their
sites more intensively. It should be noted that the Administration and Redevelopment Agency
regularly undertake pre-development studies of this type in order to inform whether proposals should
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be explored further and appear possible. In fact, such an analysis was completed for the adjacent
Hitachi parcel at a similar point in consideration of that project.

How much public notice would be given for each action that might require City approval?

An extensive amount of public notice will be provided for each action that might require City
approval. All actions that would require an affirmative vote of the Council will first be agendized
for the Community and Economic Development Committee with an appropriate staff memorandum
prepared a full seven days before that Committee’s meeting. Additionally, items on the Community
and Economic Development Committee must be on that committee’s agenda and as such will have
to be approved by the Rules and Open Government Committee. Staff recommendations for action
by City Council will be published two full weeks prior to consideration by the Council. A stadium,
South Campus Master Plan and any proposed land use and zoning change elsewhere in the City will
require full Environmental Impact Reports in compliance with the extensive outreach required by
existing City Council policies. Actions that might need consideration by the Parks and Recreation
Commission and the Planning Commission will comport with the Council adopted public notice
provisions. Given the normal time frames for preparing EIRs and for general plan and zoning
changes, it is not expected that Council would take action on those aspects until the Spring of 2008.

How would any soccer stadium affect the South Campus joint planning effort underway with
SJSU?

Under the executed Memorandum of Understanding between the City and SJISU, a multi-year
specific planning process is underway for the entire South Campus area and adjacent City-owned
properties including Logitech Ice, Muni Stadium and Kelly Park as well as nearby privately owned
parcels. The footprint of a soccer stadium is a relatively small part of this overall planning area. In
fact, the proposal would, in effect, be replacing the old Spartan Stadium with a new one. Current
thinking is that a new Spartan Stadium would be built on a different part of University property and
the old Spartan torn down, with the old Spartan site used for a new University use. The joint
planning effort is much broader in scope than a new joint SJSU football-Earthquakes soccer stadium
and will continue regardless of whether the proposal for joint stadium comes to fruition or not. That
being said, the location, parking and transportation needs of a joint stadium would be important
elements of the much larger South Campus master plan.

Currently, the City and University staffs have been conducting the first phase of the master plan
study consisting of initial data gathering, assessment of opportunities and constraints and creation of
a preliminary list of programmatic needs for recreational programs of both the City and the
University. A letter regarding this effort was jointly signed by City Manager Les White and
University President Don Kassing and distributed in March to a wide range of interested
stakeholders as directed by City Council. As noted in that letter, the public engagement phase of the
study will begin by mid-2007.

Would the potential soccer stadium involve a financial contribution from San Jose?

No, the current proposal from Mr. Wolff is that he would invest the profits from a real estate
development on another site in the City in constructing the new joint football-soccer stadium with
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SJSU. No financial contribution would be made by the City of San Jose. SJSU would contribute the
site.

How would the potential soccer stadium affect opportunities for building community sports fields
with Measure P funds?

As a part of the South Campus Master Plan process that is currently underway, the City and the
University have been discussing the development of a joint multi-field soccer field development
within the study area (Attachment B). This collaboration between the City and the University is
separate and apart from the discussions concerning a new Spartan Stadium.

A joint City-University multi field complex would serve the needs of the University students, faculty
and staff for intramural and recreational programs and also serve as the regional soccer complex
contemplated by the voter authorized bond program (Measure P) for community use. While these
fields would not be used for professional or intercollegiate play, they might be sited as to
complement the proposed stadium and other fields developed for professional practice and
intercollegiate play to allow for a wide array of tournament play. The approval of the development
of a joint multi-field soccer development would require formal review by Parks and Recreation
Commission and approval by the City Council. Measure P funds are not and will not be sought
for the new Spartan Stadium, professional practice fields or fields to be used by the SJSU
intercollegiate soccer program.

How would the potential soccer stadium affect Municipal Stadium?

A potential joint football-soccer stadium would not affect Municipal Stadium. The site for the
stadium would be University land. The location of a new stadium may have operational impacts on
the entire South Campus Master Plan area including Municipal Stadium. Additional study will be
needed after a site for the new stadium is determined, as well as any joint City and University multi-
field soccer complex. The current tenant of Municipal Stadium, the San Jose Giants, may be
affected by the potential move of the Oakland Athletics to Fremont under Major League Baseball
rules.

Would the potential stadium require any land use changes?

The answer to this question is both yes and no. It is not anticipated that any land use changes would
be required on the South Campus to house the proposed joint football-soccer stadium. As discussed
above, the proposed financing plan proposed by Mr. Wolff does contemplate changing of the land
use classification and zoning of a site located elsewhere in San Jose to residential from office-
industrial and retail. The current market value for residentially designated property is approximately
four times its value as office-industrial and retail. Mr. Wolff is proposing capturing that increased
value and investing those funds in constructing a new joint football-soccer stadium.

How can the Council and the public be kept informed with periodic updates?

The Administration would propose to make regular reports to the Community and Economic
Development Committee. A key next step is for the SISU and the new Earthquakes organization to
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come to agreement about joint operations of a new stadium. It is anticipated that the first formal
City step in moving this concept to reality would be for the City Council to consider entering into a
Memorandum of Understanding with the new Earthquakes organization that would describe the joint
stadium project and its financing from the proceeds of a residential development project on another
site. This memorandum would also lay out the steps for completing the environmental analyses, and
for bringing a proposal for general plan and zoning changes to the Planning Commission and full
Council. If such a Memorandum of Understanding is negotiated by the Administration it will be
agendized for review by the Community and Economic Development Committee (the committee’s
memorandum must be posted seven days before the committee meeting) and then agendized for full
Council consideration (the Council memorandum must be posted fourteen days before Council
action).

Next Steps

The Administration will continue to monitor the discussions between San Jose State University and
Mr. Wolff and the new Earthquakes organization. The Administration will also continue to
negotiate the structure of a possible memorandum of understanding with Mr. Wolff in regards to the
financing of a proposed joint football-soccer stadium through residential development elsewhere in
San Jose.

Coordination

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

PAUL KRUTKO
CHIEF DEVELOPMENT OFFICER
Office of the City Manager

For questions please contact Paul Krutko, Chief Development Officer, at (408) 535-8181.

Attachments (2)
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Attachment A- iStar San Jose LL.C




