THE REDEVELOPMENT AGENCY OF THE CT I\ OF SAN JOSE

MEMORANDUM

TO. SUNSHINEREFORM  [TROM  HARRY MAVROGENES
TASK FORCE EXECUTIVE DIRECTOR
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SUBJECT: RESPONSE TO SUNSHINE REFORM TASK FORCE

BACKGROUND

At the March 1, 2007, Task Force meeting, Task Force member Bob Brownstein
presented a proposal on a public process for major public subsidies. While
Agency staff addressed the Task Force at the March 1, 2007 meeting regarding
Mr. Brownstein’s proposal, the Agency agreed to provide addltlonal information
at the April 2007 Task Force meeting.

The Redevelopment Agency recognizes the hard work of the Sunshine Task Force
and appreciates the opportunlty to work with the Task Force on these very
important community issues.

ANALYSIS:

California Redevelopment Law was adopted in 1945 as the Community

Redevelopment Act. A significant turning point in the history of redevelopment in
" California occurred with the adoption of a state Constitutional amendment in

1952. The voters of the state approved the financing technique known as tax

increment financing, which allowed agencies to become less dependent on federal

or state grants and loans for the funding of projects and initiatives.

Redevelopment agencies are the primary local government agencies that have the
legal authority, an ongoing funding source, and a mission to reverse the negative
effects of physical and economic conditions of blight, all granted by state law. In
addition, redevelopment agencies represent the greatest source of public funds
available for the production of low and moderate income housing.
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To that end, redevelopment activities and projects in San Jose are carried out
pursuant to the California Community Redevelopment Law. Section 33020 of the
Community Redevelopment Law defines redevelopment as "the planning,
development, re-planning, redesign, clearance, reconstruction or rehabilitation, or
any combination of these, of all or part of a survey area and the provision of such
residential, commercial, industrial, public or other structures or spaces as may be

“appropriate or necessary in the interest of the general welfare, including
recreational and other facilities incidental or appurienant to them."

It is important to note that the Redevelopment Agency is an entity legally separate
from the City and exists solely to perform certain redevelopment functions for and
by authorization of the Redevelopment Agency Board. As previously noted, the
core purpose of redevelopment is to elimmate blight in Redevelopment Project
Areas. Prior to forming a Redevelopment Project Area, the City Council must

find that substantial blight exists in the area, which cannot be remedied without the
assistance of the authority provided under Redevelopment Law.

In the expenditure of redevelopment funds, the Redevelopment Agency uses
several types of agreements for major projects and investments, including the
following agreements typically used to assist prlvate development, which may
_include expenditures over $1 million:

Disposition and Development Agreements (DDAs):

These agreements are used by the Agency when it is disposing of property owned
by it to a developer. The agreement provides for the transfer of the property, as
well as the conditions placed on the development by the Agency. The DDA also
provides for the Agency’s assistance to the project, either in the form of a write
down on the value of the land, which must be justified by valuing the use of
covenants, or in the purchase of some other public benefit, such as affordable
housing covenants or public parking covenants.

Owner Participation Agreements (OPAs):

These agreements are similar in most respects to DDAs, except the land is already
owned by the developer and, therefore, no property transfer is involved. The
Agency uses these agreements in the issuance of Unreinforced Masonry grants to
preserve and activate older buildings. These types of agreements give existing
property owners an opporrumty to work in partnership and collaboratively w1th
redeveIopment agencies in an effort to revitalize communities.
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Property Use Agreements:

-This type of agreement sets forth the terms of the use of property without
transferring possession of the property. For example, the Agency’s transaction
with BEA Systems Inc. for the Sobrato Office Tower consists of a Property Use
Agreement under which the Agency agreed to pay BEA for the use of its parking

- garage for public parking, in addition to a second Property Use Agreement for

BEA’s use of an Agency owned surface lot, as well as an office lease agreement.

Leases:

The Agency frequently provides assistance to retail or nonprofit tenants in the
form of tenant improvements or reduced rents. The Agency currently has lease
agreements with non-profit art organizations, such as MACLA (Latmo Arts
Organization) and The Stage.

The Redevelopment Agency’s mandate to follow Redevelopment Law requires a

- number of additional reporting requirements that are not necessary for city funded
projects.. These requirements may significantly increase the amount of time a
project is available for public review. It is not uncommeon for projects, where the
Agency enters into an Exclusive Negotiation Agreement (ENA), to take six to nine
months before the DDA is considered by the Agency Board/Council.

- The Agency supports the cost benefit analysis pilot program, as adopted by the
City Council on April 2, 2007, including the recommendations of the Mayor’s
Transition Committee to require “after action” reports. This analysis will allow us
to learn from past projects, and use this knowledge in the evaluation of future
transactions. It must be understood that Agency supported projects, such as
Adobe, often require a number of years to generate projected returns, and many
urban improvement type projects cannot be evaluated in isolation because the
desired results are often delivered when various components of an overall strategy

begin to come on line.

The recently adopted report distribution requirements for expenditures of $1
million or more require a 14 calendar day noticing for all policy bodies and
requires that the staff report be distributed at the time of public noticing. For
Council Committees, reports must be distributed seven days prior to the meeting.
By following the new requirements, including the presentation of the item at a
Council Committee, staff reports will be available for public review for a
minimum of three weeks or 21 days prior Council/Board action. When possible,




SUNSHINE REFORM TASK FORCE Page 4
RE: RESPONSE TO SUNSHINE REFORM April 13,2007
TASK FORCE '

the Agency will attempt to provide the information sooner, as was the case with
the BEA Headquarters project. The Agency believes that the 21 day review period
is more than adequate given that the Agency project may have already been
available for public review and input for a period of time prior to rnakmg it on an
Agency Board/Council agenda.

In terms of project impacts on city services, consideration should also be given to
current requirements. On capital projects having Operating and Maintenance
(O&M) impacts, the Agency is required to provide an assessment as to what those
O&M impacts may consist of. Attached for your review is the “Operations and
Management Study” that the Agency performed for the California Theater. On
potential project impacts to neighborhoods, Agency projects are required to
include some level of environmental assessment, including Environmental Impact
Reports (EIRs), whereby the report must be publicly circulated, comments from
the public noted, mitigations to impacts identified, and the document certified. If
not done properly, these documents may, and have been, challenged in court.

Finally, as it relates to Housing, it is worth noting again that redevelopment
agencies are the single greatest source of public funds available for housing.
Redevelopment law requires an agency to use 20% of Tax Increment revenues to
increase, improve, or preserve the community’s supply of low and moderate
income housing. The Agency in partnership with the City’s Housing Department
is considered a statewide model for meeting or exceeding its fiscal obligation for
the production of affordable housing. In accordance with Section 33334.5 of
California Redevelopment Law low and moderate income dwelling units displaced
by a redevelopment project must be replaced with an equal number of units and be
made available to low and moderate income persons within four years.

In its “Annual Report of Financial Transactions” to the State Comptroller, the
Agency must provide a “Housing Activity Report” to the state’s Department of
Housing and Community Development. The report provides a detailed history of

- the expenditure of the Housing Set Aside dollars and other expenditures to

increase or preserve the affordable housing stock.

We are hopeful that this report provides you with a snapshot of the numerous
public disclosure related requirements that redevelopment agencies throughout

California must follow by law.
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1 look forward to answering your questions and hearing your comments and input

at the April 19, 2007 Task Force meeting.

HARRY S. MAVROGENES
Executive Director

ATTACHMENTS

' - Attachment A: Includes the various reports distributed to the Board on the

recently approved BEA headquarters project.

Attachment B: Includes a summary report pursuant to Sectibn 33433 of the
' Califomia Redevelopment Law for the Plaza Housing project.

Attachment C: Includes an Operations and Management Study Summary
Report for the Fox Theater Project now the California Theater.

~ Attachment D:  Includes a list of items appro{red by the Agency Board

requiring early distribution for the period of June 20, 2006
through March 27, 2007. _




Attachment A

THE REDEVELOPMENT AGENCY OF THE CITY OF SAN JOSE

MEMORANDUM
REDEVELOPMENT AGENCY HARRY S. MAVROGENES
BOARD EXECUTIVE DIRECTOR
SEE BELOW FEBRUARY 23, 2007

INFORMATION

SUBJECT BEA SYSTEMS ACQUISITION OF THE SOBRATO TOWER
AND SUBSEQUENT RELOCATION FROM NORTH SAN
JOSE TO DOWNTOWN SAN JOSE

Since early November 2006, Redevelopment Agency staff and BEA Systems
executives, in coordination with the Sobrato Development Companies, have been
exploring opportunities for the move of the BEA Systems headquarters to the
“Sobrato Building” at 488 Almaden Boulevard in Downtown San Jose. BEA
Systems currently leases 225,000 sf of space on North First Street.

On Thursday, February 22, 2007, BEA Systems announced its intention to acquire
the building at 488 Almaden Boulevard, with assistance from the San Jose
Redevelopment Agency, and executed a Letter of Intent with the Redevelopment.
Agency to pursue a Property Use Agreement Escrow is expected to close in April

2007.

This item is being brought to the Agency Board’s attention because of the major
significance of this site to the economic vitality of the Downtown and because of
recent public and media interest. This acquisition and the occupancy of all 380,000
square feet will reduce the Class A building vacancy rate from 18.6% to 10.8%. It
is estimated that over 1,000 BEA employees and contract workers will be housed
in the building generating multiplier impacts on the downtown economy. An -
article regarding the BEA acquisition of the site appeared in the San Jose Mercury

News this moming.

The Agency’s discussions with BEA since last Fall has centered on issues that
would help close the financial gap between the sale and purchase price of the 488 .

Almaden Blvd. building.

Agency staff has negotiated a term sheet with BEA Systems and prepared a
cost/benefit analysis, market analysis, and related due diligence as required under
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Redevelopment Law so that we could determine practical alternatives to present to
the Agency Board. Staff is prepared to submit the terms and conditions of the
Property Use Agreement to the Agency Board for its consideration and approval at
the March 20, 2007 Board meeting. The goal is to release the staff report on
March 6, 2007, two weeks prior to the Board meeting, as required under the
Counml/Agency policy. The summary of the deal terms and the executed Letter of

- Intent between the Agency and BEA System is attached for your reference.

HARRY S. MAVROGENES
Executive Director

Encl. .




ATTACHMENT
BEA SYSTEMS - SUMMARY HIGHLIGHTS

About BEA:
e BEA is the world’s leading $1.4 billion application 1nfrastructure software company

o Currently located in a 225,000sf building on North First Street
» Employs 800 people in San Jose; 5000 worldwide

488 Almaden Bonlevard Building
e 380,000 sf Class A office
Will become BEA Corporate Headquarters :
e BEA plans to relocate its workforce of approximately 1,000 employees and contract
workers to the downtown location by the first half of next year.
e Estimated Total Assessed Value of Building is expected to be doubled at a minimum
e Approximately $25 million landlord and tenant improvement investment .

[ ]
Letter of Intent (I.OJ) between Agency and BEA

e Executed on 2/22/07
» Speaks to the city’s interest to create a cluster of technology companies in Downtown

e Office vacancy rate in downtown Class A office decreases from 18.6% to 10. 8%
Overall office vacancy would reduce from 21% to 16%

Proposed Deal Terms:

s BEA shall occupy at lease 51% of the building at all times

e Estimated Tax Increment over 28 years through FY 2035-36 (the current life of the
Guadalupe/Auzerais Redevelopment Area) in today’s dollars = approximately $19
million (total in real dollars = approximately $35 million)

e Agency Participation in the deal = $13.32 m1111on over 15 years; with larger payments
in years 1-5 '

e Public use of parking spaces: 30-year use of 388 spaces weekday n1ghts, 7pm-
midnight; and 842 spaces weekends/holidays from 8am-12 midnight |

o Agency receives 50% of net operating profit from parking garage revenues

e Agency to lease 30,000 sf of the building for 5 years for the purpose of subleasing the
space for same period to emerging technology company/companies

e Agency to allow BEA weckday, daytime, use 45 parking spaces on Agency—owned
parking lot at Balbach/Almaden

Other Agency/City Benefit/Assistance:

¢ TFacilitate expedited development permit process

» Coordinate activities with utilities, VTA and others as necessary
e Assist with pursuing enterprise zone benefits
]
[ ]

Approximately 150 construction employees with $8 million payroll

800-1000 employees with approximately $140 million annual direct payroll to visit

downtown restaurants, arts and entertainment venues :
o Additional hotel rooms and convention center activity




CITY OF m

SAN JOSE The Redevelopment Agency of the .Ciz'y of Saﬁ José | ;

CAPIIAL OF SILIOCHN VALLEY

CONFIDENTIAL

February 15, 2007

William M. Klein
Executive Vice President
Corporate Development
BEA Systems, Inc,

2315 North First Street
San Jose, CA 85131

Dear Bill:

Attached for yc:ljr review Is an updated Term Sheet, which captures BEA's
request io reduce the number of parking spaces avallable to the Agency in the

evenings. -

If the terms of this Revised Term Sheet are acceptable to you as the basis for
preparing a Building Use Agreement, and other pertinent legal documents
associated wilh this Agreement, please sign and retum this letter as soon as

possible.

If all legal documents between the Agency and BEA are executed by February
27, 2007, we will be able to present this action to the Agency Board for approval

on March 20, 2007,

Sincerely,

RY S. MAVROGENES
Executive lDirector

" “The undersigned agrees with the terms of this Letter of intent.,

[ K
WILLIAM M. KLEIN

Executive Vice President
BEA Systems, Inc.

200 Eant Saita Clara Sireet, 14th Floor, San José, CA 03113 fel (408) 533-8300 fax (408) 2026735 www.yjredevelopment.arg
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EXHIBITA

SAN JOSE REDEVELOPMENT AGENCY (AGENCY)
REVISED TERM SHEET
TO BEA SYSTEMS INC. {BEA)
'ON PROPERTY AT 488 ALMADEN BLVD. {(“BUILDING”) = )
" DATED FEBRUARY 15, 2007 |

[SUBJECT TO AGENCY BOARD APPROVAL]
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SUMMARY OF TERMS

BEA intends to acquire a 380,000 sq uare foot Glass A office building located at
488 Almaden Blvd. in Downtown San Jose. BEA intends to complete its
transaction with Sobrato Development Companies in April 2007.

AGENCY shall enter into a Building Use Agreement with BEA, subject to

REDEVELOPMENT AGENCY BOARD approval, to obtain :
i public parking rights in the parking garage located in the building; and
i a covenant from BEA requiring that BEA maintain its corporate
headquarters in the building and that BEA occupy at least 51% of the

building.

If BEA acquires the property, AGENCY agrees to pay BEA for the Public Use
Rights up to $13.32 million over a 15-year term for the use of a block of restricted

. parking spaces in the parking garage of the Building. Parking spaces to be open
for public use over a 30-year period from 2008 1o 2038. o

AGENCY agrees to pay BEA an advance use fee of app roximately $4.36 million
in Years 1 through 5, as shown below; the first payment due on July 1, 2008.
The advance use fee shall be paid as follows: - |

Year 1; $1,850,000

Year 2. $ 740,000

Year3: $ 740,000

Year4: $ 518,000

Year5: § 518,000

The balance of the $13.32 million would be paid annually beginning July 1, 2008
over a 15-year period ending July 1, 2022 as shown on the aftached Schedule of

Annual Payments.

AGENCY agrees to, subject to AGENCY BOARD approvél,. lease up to 30,000
square fest of offica space In the building, specifically for the purpose of
subleasing such space subject to reasonable approval by BEA. '
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SPECIFICS OF THE PROPOSAL.
1. PROPERTY USE AGREEMENT FOR PARKING SPAGES

AGENCY shall have right to use: ' '

« 388 restricted parking spaces in the bullding parking garage,
located in the three (3) below grade levels (P1, P2, & P3) for
public use oh weekday nights from 7:00 pm to 12 midnight; and

» 842 restricted parking spaces in the building parking garage,
generally located between P3 and Floor 4, for public use on
weekends and holidays from 8:00 am 1o 12 midnight.

The terms and conditions of such use would be set forth in a parking
operations plan. :

BEA shall operate and maintain the parking garage and fund all costs -
related to the parking garage.

Puhlic use of the parking spaces shall be for a period of 30 years
commencing on July 1, 2008 and terminating on June 30, 2038.

AGENCY receives 50% of the net operating profit from parking garage
revenues after deduction of operating expenses on annual basis.

BEA shall have the right 1o cancel the parking ebl igation at an agreed
upon cancellation fee outlined in the attachment.

2. GOVENANT FOR CORPORATE HEADQUARTERS

BEA is recognized as the world’s lsading application infrastructure
software company. Headquartered in North San Jose in a 225,000
square foot campus on North First Street, BEA currently employs

approximately 800 people.

AGENCY supports BEA's corporate vision to relocate its headquarters
operation in a Downtown Class A office tower because it speaks to the
CITY's and AGENCY's interest fo create a cluster of technology
companies in the city center. '

BEA covenants to house its corporate headquarters at 488 Almaden
Bivd., and be the primary user occupying at least 51% of the total
Building space. BEA acknowledges iis intention to utilize the entire
building for its business operations over time.
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3. CORPORATE SIGNAGE

BEA is responsible for funding the design, fabrication and installation
of its corporate signage program. BEA shall work with AGENCY and
CITY staff on design review and the permit process.

4, OTHER AGENCY ASSISTANCE

AGENCY and CITY staff shall assist BEA development team with
faciiitating an expedited development permit process. .

" AGENCY shall assist BEA development team to coordinale activities
with PG&E and other utility companies, Valley Transportation
Authority, and any other public agencies as needed.

AGENCY and CITY staff shall assist BEA to pursue Enterprise Zone
benefits specifically as it relates to obtaining new employee tax credits
and manufacturing and communications-related equipment tax credits,
and other programs such as Employee Training Funds.

BEA agrees to work with GITY staff to ensure that the sales and use
taxes related to operations and activities on and in connection with the
subject property will be reported and allocated by the applicant in
accordance with applicable law to maximize the CITY's sales and use
tax revenues, representing significant additional revenue annua fy.

From time to time, AGENCY staff shall assist BEA with facilitating
company product launches, press conferences and press releases,
special events and ceremonies to highlight the operations and
milestone accomplishmentis of the company.

5. AGENCY LEASE OF OFFICE SPACE IN THE BUILDING

AGENCY agrees to lease up to 30,000 sf of office space in the
building, which shall include three (3) parking spaces per 1,000 sf (80
spaces) in the building parking garage, for a period of § years at a 32
per square foot NNN lease rale beginning July 1, 2008, with an
escalation of 3.0% compounded annually. Leased space shall be
delivered by BEA to AGENCY as a warm shell with open office build-
out that is mutually agreed upon at an estimated cost ranging from
$40-350/sf. The parties acknowledge that the AGENCY does not
intend o occupy the leased space.

— e e e B - ——————
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SUBLEASE

AGENCY shall have the right lo sublease the office space subject to
reasonable approval of BEA during the 5-year lease term. Criteria
shall be established in the lease to define acceptable subtenants,

At any point befora AGENCY subleases the office space, BEA shall
have the right to recapture all or any portion of the leased space at
which time the AGENCY's obligations as to such leased space shall
terminate. After the initial sublease of the leased space by the
AGENCY, if any subtenant vacates the leased space during the term
of the lease, BEA shall have the right to recapture any such subleased .

space.

6. USE OF PARKING SPACES ON AGENCY OWNED SURFACE
PARKING LOT _ '

To provide for BEA parking needs during business hours and 1o
provide parking for employees, visitors, clients, and service providers,
the AGENCY agrees to allow BEA to use 45 parking spaces on an,
Agency-owned surface parking lot located at the southeast corner of
Almaden Blvd. and Balbach Street commonly known as the
Almaden/Balbach Parking Lot. These spaces will made available to
BEA for its exclusive use at a cost of $1 per year, Monday through
Friday from 6:00 am fo 6:00 pm, for the entire termn of the Agreement
from 2008 to 2038. The Agency shall maintain use of said spaces for
public use in the evenings, weekends and holidays, during the time
that the parking spagces are not in exclusive use by BEA. A Property
Use Agreement between BEA and AGENCY shall outline the ferms of

this arrangement. .

During the term of the parking agreement, AGENCY will agree not to
negotiate with any third party for acquisition or development of the
AGENCY lot and, at any time during the term of the parking agreement
or upon termination of the parking agreement, the AGENCY will
negotiate with BEA for the acquisition and development of the
AGENCY lot. The development of the AGENCY parking lot could
include the continued use of the lot for parking purposes. |

BEA hereby acknowledges that the AGENCY fot Is situated within the
boundaries of the annual Grand Prix Champ Car race course, which is
held at the end of July. The lot is inaccessible for a period of
approximately 10 days before, during and after the race. Therefore,
the lot will not be available for use by BEA during this period.
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488 ALMADEN

'REVISED PROPOSAL 2115/07

DRAFT
Page1of3

Annual Payments by Agency for Parking Access
388/Evening + 842/Weekend/Holiday Spaces

Beginning Lease Advance Use Annual Total
July 18t Year Fea Payment Payments

2008 . 1 $1,850,000 $502 000~ $2,442,000
2009 2 $740,000 . $603,840 $1,343,840 °
2010 3 $740,000 $615,917 $1,355 917
2011 4 $518,000 $628,235  $1,146,235

- 2012 5 $518,000 $640,800 . 51,158,800
2013 6 - $0 $653,616 $653,6186 -
2014 7 $0 $666,688 $666,688
2015 8 $0 . §680,022 $680,022
2016 9 $0 $693,622 $693,622
2017 10 . $0 $707,495 $707,495
2018 1 $0 $495,800 $495 800
2010 12 $0 $405,800 $405 800
2020 13" $0 $495,800 $455,800
2021 14 $0 $495,800 $495,800
2022 15 $0 $488,585 $488,565

$4,366000 $8954,000 $13,320,000

Total




488 ALMADEN

DRAFT
PROPOSAL - GARAGE SPACES WIT H PUBLIC ACCESS Fobruary 16, 2007
' Page 2 of 3
" Public Spaces
Weekends &
Weekdays Holidays
Lease  Beginning Garage | Unrosiricted | Restricted Unrestricted
Year July 1st  Spaces Spaces Spaces Spaces
1 2008 1,108 0 3B8 842
2 2008 0 388 842
3 2010 0 388 B42
4 201 0 388 842
5 2012 0 388 842 ‘
6 2013 0 388 842
7 2014 0 388 g42
8 2015 i 388 B42
9 2018 0 388 B42
10 2017 o 388 B42
“- 2018 . 0 388 B42 .
12 2018 0 388 842
13 2020 0 358 842
14 2021 o] 3as8 B4
15 2022 0 388 842
[T 2023 0 88 842
17 2024 g 328 Ba2
1B 2025 v 3Be 842
19 2026 -0 388 B42
20 2027 e 288 B42
21 2028 ¢ 388 642
22 2028 0 388 842
23 2030 0 388 842
24 2081 - 0 388 842
25 2032 0 388 842
26 2033 0 388 842
27 2034 ¢] ags B42
28 2035 0 388 842
28 2036 0 358 842
3D 2037 ¢ 388 842
Per Floor Cumulative Total
Gar#ge Spaces|Below - P2 111 111 <-Weekdays + \Wagkand
© {Below - P2 145 256 <--\Weekdays + Weekand
Below - P1 132 388 <~Weshkdays + Weekend
Street 63 451 <-Weskend & Holliday Ony
Floor 1 .97 548 <—Woekend & Holliday Cniy
Floor 2 102 B850 <—Weekend & Holliday Only
JFloor 3 102 752 <-Weekend & Holllday Only
Floor 4 a0 B42 <--Weekend & Holliday Only
Flaor 5 - 80 832 '
Floor 8 a0 1,022
Floor 7 88 - 1,108
1,108

Total Spaces
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BOARD AGENDA:  3/20/07
SUPPLEMENTAL ITEM: 7.1

Attachment A-1
THE REDEVELOPMENT AGENCY OF THE CITY OF SAN JOSE

MEMORANDUM ,
REDEVELOPMENT AGENCY - HARRY S. MAVROGENES
BOARD - EXECUTIVE DIRECTOR
SEE BELOW MARCH 16, 2007

SUBJECT: UPDATE FOR APPROVAL OF PROPERTY USE
AGREEMENTS AND OFFICE LEASE WITH BEA SYSTEMS,

INC.

The following infermation is being provided to supplement the staff report dated
March 6, 2007, on proposed agreements between the Redevelopment Agency and
BEA Systems, Inc. for the property located at 488 Almaden Boulevard scheduled
for the Agency Board con51derat10n at the March 20, 2007 meeting.

In the interest of full disclosure, staff is providing additional details of the
transaction that was ultimately negotiated between Agency staff and BEA based
on the Letter of Intent (LOI) attached to the March 6, 2007 staff report. The
information below and the attached sheets are intended to provide the Board with
the additional details that resulted from negotiating the documents.

The final agreements does not change any of the major provisions set forth in the
original letter of intent distributed to the Board, but the documents do provide
BEA the flexibility to adjust its needs during the 30-year term of the agreement
and for the Agency to be appropriately compensated.

As reported in the March 6, 2007 report, the Agency will receive 50% of the net
parking revenues from the operation of the BEA parking garage. Due to unknown
conditions such as future demand, occupancy levels and pricing, it is difficult to
project precise revenue estimates to the Agency. Conservatively, the Agency
anticipates its share of revenues to be the minimum of one million dollars during
the term of the agreement.

Additional Deal Terms:

Although the original recommendations and major deal points remain the same,
BEA and Agency staff negotiated the following additional terms to provide
flexibility over the thirty (30) year term of the agreement:




e Should BEA fail to maintain its corporate headquarters or not occupy 51%
of the building:
o During the first five years, the agreements will be terminated and
BEA will be required to pay the Agency a termination fee based on
the schedule of Termination Payment outlined in Attachment A;

o From the 6™ through the 3™ year, BEA will be required to pay the
Agency a termination fee equal to 25% of the fee identified in
schedule of Termination Payment outlined in the attached Exhibit A;

e BEA requested some flexibility for purposes of handling its future growth in
the building. As such, although not expressly provided for in the original
letter of intent, Agency staff recommends that the agreement provide BEA
the flexibility to terminate portions of the public parking over time by
paying the Agency a termination payment based on the percentage of
parking that is terminated and a reciprocal reduction in the amount of
Agency future payments as set forth on attached Exhibit B.

 If more than 25% of the parking is terminated within the first five years, the
Agency has the right to terminate its Office Lease in the building and charge
BEA additional use fees for the use of the Agency-owned Balbach Lot as
provided in Attached Exhibit C. If BEA terminates the agreement
completely, it will have the option to rent the Balbach lot at fair market

value.

On February 23, 2007, approximately 30 days prior to the March 20™ Board
meeting, an informational memorandum and a copy of signed LOI was distributed
to the Board and posted on the Agency web site. The original staff memorandum
was distributed and published on the Agency web site on March 6, 2007, two
‘weeks before the March 20 Agency Board meeting. Staff has discussed
' the project and its benefits to the local economy and received enthusiastic support
from the San Jose Downtown Association, the San Jose Silicon Valley Chamber
of Commerce, the San Jose Convention and Visitors Bureau, Team San Jose,
members of the business; and the developer-broker community.

" HARRY S. MAVROGENES
Executive _Director

Attachment




EXHIBIT A
TERMINATION PAYMENT TO AGENCY
TERMINATION OF PUBLIC PARKING
488 ALMADEN

ASSUMES THAT UPON TERMINATION OF PUBLIC PARKING
1) AGENCY PAYMENTS REDUCED WITH PARTIAL TERMINATION
2) BEA REIMBURSES AGENCY FOR FORGONE REVENUE FROM BALBACH LOT
3) BEA ASSUMES OFFICE LEASE (If More Than 25% of Parking is Terminated)

A B C D £ F G H
Agency Costs ‘ Agency Benefits
A 8.
Balbach Lot Net Cost of Total )
Termination |- Agency Forgone Office Agency PVofFuture| Garage PVofFuture]
June 30th | Payments Revenue Lease Costs Costs (1) | Benefit (2) Beneiits (1)
il 2009 2,442,000 $32,000 $120,000 $2,584,000¢ $10,570,000 ©442 800 %12,841,000
2 2010 $1,343,840 $32,960  $123,600 $1,500,400 £9,386,000 §456,084 $12,770,000
3 2011 $1,355,917 - §33,949 $127308 §1,517,174 58,151,000 $469,767 $12,684,000
4 2012 $1,148,235 $34,967 $131,127 $1,312,330 £7,083,000 $483,860 $12,580,000 ;
51 2013 $1,158,800 536,016 $135.061 $1,329.877  $5966,000 | $498,375 §12,458,000 f..
6 2014 $653,616 = $37,087 $680,713 $5,454,000 $513,327 $12,320.000
7 2015 $666,688 - §38,210 $704,898 §4,013,000 $528,726 $12,161,000
B 2016 2680,022 $39,356 §719,378 54,341,000 $544,588 $11,981.000
9 2017 $603,622 - §40,537 §734,159 83,737,000 $560,826 $11,779,000
10 2018 S7CV 495 541,753 $749,248 $3,099,000 §577,754 §11,555,000
11 2019 $455,800 $43,005 §538,805 $2,654,000 $5985,086 $11,307,000
12 2020 $485,800 544,295 $540,095 $2,193,000 $612,939 $11,083,000
18 2021 $495,800 %45,624 $541,424 $1,717.000 $631,327 . $10,733,000
14 2022 $495,800 546,993 $542,783 $1,226,000 $650,267 $10,404,000
15 2023 $488,565 48,403 $536,968 $726,000 5669,775 510,047,000
18 2024 $409,855 . $49,855 $698,000 $689,868 58,658,000
17 2025 $51,351 $51,351 $668,000| $710,564 = $8,237,000
18 2026 352,891 ' $52,881 $635,000 $731,831 58,783,000
19 2027 $54,478 $54,478 $599,000 $753,837 $8,292,000
20 2028 56,112 $56,112 $561,000 §776,452 $7.765,000 |} -
21 2029 $57,796 §57,796 $520,000 $799,746  $7,198,000 '
. 22 2030 $59,629 $59,529 $476,000 $823,738 56,580,000 |-
23 2031 561,315 . $61,315 $429,000 $8448,451 85,939,000
24 2032 563,155 . 863,155 $379,000 $873,904 $5,243,000
25 2033 $65,049 $65,049 $325,000 | $m00,121 $4,501,000
2B 2034 $67,001 $67,001 $268,000 | $927,125 53,708,000
27 2035 569,011 869,011 - $207,000 $954,939 $2,865,000
28 2036 ' 71,0814 $71,081  $142,000 $983,587 $1,967.000
29 2037 : $73,214 $73,214 $73,000 | $1,013,094  $1,013,000 |77
30| 2038 575,410 ) $75,410 $1,043,487

Total $13,320,000

(1) Discountrale = 3% per year
{2) Value of banefit based on 388 public parking spaces with weekday and weekend access at $60 per month and 454 spaces wilh

access on weekends and helidays only at $30 per month with 3% escalation in fulure years.
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Page 3

| EXHIBIT B |
EXAMPLE: TERMINATE WEEKDAY PUBLIC PARKING JUNE 30, 2011
| 488 ALMADEN

1) BEA alacts 1o terminaie public parking on weekdays (levels P1, P2, P3) onJuna 30, 2011,

2) A termination payment is triggered. BEA {5 required to pay tha Agency an amount detarmined using
Exhibit G-2, pags 3. Exhibit G-2 page 3 indicales the termination payments lor weekday access to
Floor P3 is $323,605; Floor P2 is $422,728; and Floor P1 is $384,828. The total for all three tioors is
$1,131,161. BEA must pay this amount 1o the Agency on June 30th 2011. See Example: Interpretation

of Exhibit G-2, Page 3.

3) Future payments by the Agsncy to BEA are reduced. The Agancy is no longer required to make the’
. payments allocable to waekday parking. For each year, starting with the fiscal year that begins July 1,
2011, the total Agency payment equals the sum of the payments allocable to weekend and holldays.
Sea Example: Interpretation of Exhibit G-2, Page 5.

4) Payments by BEA to the Agency are triggered. BEA is required to begin making payments o
reimburse the Agency for an allocable share of lorgone revenue from the Balbach parking lot. For
@ach year, starting with the fiscal year that begins July 1, 2011, BEA paymerits 1o the Agency equal the
sum of forgone revenue allocable 1o garage weekdays. See Example: Interpretation of Exhibit G-3,

Page 2.

A 8 C . D
Fiscal Yoar. . Agency Paymants BEA Termination Paymants by BEA to Agency for
Baginning .July 1 Dus 10 BEA Payment Dus to Agency | Balbach Lot Forgohe Revenue
1 2008 $2,442.000
2 2008 51,343,840
3 2010 $1,355,917 $1,131,161.
4 2011 $860,205 ‘ 0,726
2Mm2 £869,634 . %0,9687
2013 $490.513 $5.257
2014 $500,323 - %8535
205 $510.330 $9,624
2016 $520,536 510,115
1 2017 £530,947 . $10,419
11 2018 $a72.078 510,732
1 2019 §372,078 . ] $11,053
1 2020 $372,078 o £11,385
1 2021 £372.078 $11,727
i 2022 £366.640 ’ 412,078
1 2023 $0 : $12,441
R I 2024 -1 : $12,814
1 2025 $0 $13,188
1 2026 . - $0 . $13,584
2 2027 S0 §14,002
21 2028 §0 $14,422
2 2029 } 50 514,855
2 2030 $0 ' §15,301
2 2031 §0 : §15,760
2 . 2032 0 516,232
2 2033 £0 $18,718
27| 2034 S0 ' 17,221
2 2035 7 . 80 $17,738
2 2036 S0 $18,270
3 2037 50 $18.618

£11,279.208 . §1,131,167 §355,220
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Attachment B Nivie

SUMMARY REPORT PURSUANT TO
SECTION 33433
OF THE
CALIFORNIA COMMUNITY REDEVELOPMENT PLAN
ON A
DISPOSITION AND DEVELOPMENT AGREEMENT BY AND BETWEEN
' THE REDEVELOPMENT AGENCY OF
THE CITY OF SAN JOSE

| AND

GREEN VALLEY CORPORATION-DBA-BARRY. SWENSON BUILDER

i

i
E T

L INTRODUCTION L ,

S AT

The California Health and Safety Code, Section 33433, Teqiiifesthat-if-aredavglopment agency
wishes to sell or lease property to which it holds title and if that property was acquired in whole or

in part with property tax increment funds, the agency must first secure approval of the proposed

sale or lease agreement from its local legislative body after a public hearing. A copy of the

proposed sale or lease agreement and a summary report that describes and contains specific
financing elements of the proposed transactions shall be available for public inspection pricrto the -
public hearing. As contained in the Code, the following information shall be included in the '

summary report:

1. The cost of the agreement to the redevelopment agency, including land acquisition
costs, clearance costs, relocation costs, the costs of any improvements to be
provided by the agency, plus the expected interest on any loans or bonds to finance

the agreement;

The estimated value of the interest to be conveyed or leased, determined at the |
highest and best use permitted under the redevelopment plan;

b2

3. The estimated value of the interest to be conveyed in accordance with the uses,
covenants, and development costs required under the proposed agreement with the
Agency, i.e,, the reuse value of the Site; ‘ ' '

4, An explanation of why the sale or lease of the property will assist in the elimination
of blight, as required by Section 33433; and o

5. The purchase price or sum of the lease payments which the lessor will be required to |
make during the term of the lease. If the sale price or total rental arnount is less than
the fair market value of the interest to be conveyed or leased, determined at the
highest and best use consistent with the redevelopment plan, then the agency shall
provide as part of the summary an explanation of the reasons for the difference. .
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This report ontlines the salient parts of the proposed Disposition and Development Agreement
(Agreement) by and between the City of San Jose Redevelopment Agency (Agency) and Green
Valley Corporation d.b.a. Barry Swenson Builder (Developer), which requires the Developer to use
the subject Site in downtown San Jose for the design and construction of a 56-unit for-sale
condominium complex. The purpose of this analysis is to determine the cost of the Agreement to

the Agency.

This _réport is based upon information in the proposed Agreement and is organized irito the

following five sections:

1. Summary of the Proposed Agreement - This section includes a description of the
site, the proposed development and the major responsibilities of the Agency and the

Developer.

2. Cost of the Agreement to the Agency - This section outlines the cost of the
Agreement to the Agency. It presents the terms of the land conveyance to the
Develpper by the Agency, and sets forth the net cost of the Agreement of the

Agency. - :

3. Estimated Value of the Interest to be Conveyed - This section summarizes the
value of the site to be conveyed to the Developer.

4, Consideration Received and Reasons Therefore - This section describes the
purchase or lease price to be paid by the Developer to the Agency. It also contains a
comparison of the price and the fair market value at the highest and best use
consistent with the redevelopment plan for the interests conveyed. '

5. Elimination of Blight - This section includes an explllanation of why the sale or
lease of the property will assist in the elimination of blight and the supporting facts
and materials. - '

6. Conformance with AB 1290 Implementation Plan - This section describes how

the Agreement is in conformance with the Agency’s Implementation Plan.

"KepysikR MARSTON AS5S0CIATES INGC
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1. SUMMARY OF THE PROPOSED AGREEMENT

The following summarizes the proposed agreement for this project, known as Julian Street Court
Condominiums (formerly known as Aiassa Condominiums).

A Description ‘af the Site and the Proposed Development

. Site

' The Site for the proposed project is comprised of two contiguous parcels located on the south side.
of E. Julian Street between N, First and N. Second Streets in downtown San Jose. The Site is
currently improved with a 65—space surface parking lot and an unreinforced masonry commercial

building, The Site is approximately 0.83 acres (36,154 sq.{1.) in size.

Developer

The Developer is Green Valley Corporation, doing business as Barry Swenson Builder.

Project Description

The proposed development (“Project”) will be a high quality, hlgh density for-sale condominium
project with a total of 56 units. The densrry is 67 units per acre. The units will be flats and the unit

mix will be as follows:

= 18one bedrooms, not less than 851 sq.ft. in size
* 30 two bedrooms, ranging in size from 1,300 to 1,490 sq.fi.
" 8 three bedrooms, ranging in size from 1,700 to 1,890 sq.ft.

- Twenty percent of the units, or 11 units, will be incoms restricted to moderate income households.
" The Project will also include 98 paﬂcmcr spaces. All two-bedroom and three-bedroom units will be

allocated 2 parling spaces.

The Project must conform to the provisions, des1gn criteriz, and property development standards
contained in the DDA. These specifications require the project to be of the highest quality at least
equal to the Paseo Plaza condominiums in the San Antonio Project Area.

B.  Agency Responsibilities
The Agency’s responsibilities under the proposed Agreement are as follows:

" Purchase the Site from the Developer for §1,943,494.

Kevysen MARsTON AssOCIATES INCG




. Deed the title of the Site to the Developer as part of the Agency’s contribution
toward the development of the Project.

- Fund demolition ($183,000), off-site improvements (8292,000), and loan the
Developer a portion of the direct construction costs, including contributions to
contingency and overhead ($2,136,044), for a total contribution not to exceed

$2,611,044.

. Provide soft second notes for the income restricted households of moderate
income as defined by HUD in the amount of $30,000 per unit, for a total of
$330,000. The funding of the $330,000 is included within the Agency funding of
the contribution to the improvements. The funding of the $330,000 occurs when
the units are sold and the Agency forgives (provided that the income restrictions

‘ are maintained for 30 years) repayment of the $330,000 as part of the repayment

of the Agency contribution.

C. Developer Responsibilfﬁes

The Developer’s responsibilities under the proposed Agreement are as follows:

| Take title to the Site.

x Develop a high density project, as specified in the DDA. The number of units and
- parking spaces will not vary from the agreed upon development program. Develop

a high density project, as specified in the DDA. The number of units and parking
spaces will not vary from the agreed upon development program. Furthermore, all

the units will be developed at one time and the units will not be marketed as rentals.

»  Use construction material and finishes of high quality equal to the quality of
Paseo Plaza and Paseo Villas condominiums.

® Gell 11 units to moderate income households as defined in California Health and
Safety Code 50053. The affordability restrictions will remain in place for 30
- years following the date of a certificate of occupancy issued by the City.

o Commence construction immediately after conveyance so as to be the first for sale
condominjum project of this level of quality in the area.

n Invest not less than $1,068,397 in cash equity into the Project. .

KsvysErR MARSTON ASSOCJATES INC




Secure a third party construction loan sufficient to fund the remaining Project -

costs.

Receive a Builder’s Fee based on a formula detailed in the DDA. The Developer
will defer payment of 75% of the Builder’s Fee, which arnount will be repaid in
the net sales proceeds after other financial obligations are met, as stipulated in the
DDA. T wenty-five percent (25%) of the Builder’s Fee will be included in the
budgeted construction costs for the Project and will be paid to the Developer
during the course of construction.

Tund and install upgrades (estimated at $258,166) to the interior of the Germania
Club building adjacent to the Site on N. Second St., for purposes of sound

mitigation.

KeyseEr MarsTON ASSOCIATES ING
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Il COST OF THE AGREEMENT TO THE AGENCY

This section presents the total cost of the DDA to the Agency, as well as the "net cost" of the
Project after consideration of the project revenues. The net cost can be either an actual cost, when
expenditures exceed receipts, or a net gain, when revenues created by implementation of the

Agreement exceed expenditures.
A. Estimated Cost to the Agency

For this agreement, Agency costs are gstimated to be:

Estimated Costs

Land and Closing Cosis $1,943,494
Demolition & Asbestos 183,000
Off-Site Improvements ‘ 292,000
Contdbution to Construction Costs® } : 1,806,044
Moderate Income Units Second Trust Deeds ~ $30,000/umit . 330,000
Subtotal $4,554,538
Bond Interest Over 30 Years® ' - 4,846,765
Tota) Cost Over 30 yéars $9,401,303

(™ fnitial contribution for direct construction cost, contingency and overhead is 32,136,044 and includes $330,000 for
moderate income second trust deeds, The net contribution after deduction for mo derate income units is $1,806,044.

@ Based on $4,554,538 on bond proceeds at 5.5%.

As shown above, the estimated cost to the Agency is $4,554,538, excluding interest on tax
increment bonds. The total cost to the Agency, including interest on tax increment Bonds, is
$9,401,303. On a present value basis, the cost to the Agency is $4, 554,538 ($4,555,000 rounded).

B. Revenues to the Agency

Per the terms of the DDA, the distribution of the cash flow from the Project shall reflect the

following conditions:

" That prior to either the Developer or the Agency receiving any profit sharing in
the cash proceeds, certain financial obligations must be met. These include
funding from the gross sales proceeds of the cost of sales, credit for the Agency’s
second notes, and repayment of the third party construction loan;

Kevysea MARSTVON ASSOCIATES ING
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. That upon meeting these financial obligations, the Developer will receive a
deferred builder’s fee of $600,788 (the deferred portion), and a preferred
repayment of its cash equity contribution; and

" That the remaining net sales proceeds would be distributed on a 55/45 basis to the -
Developer and the Agency, respectively. '

Based on the projected development costs and sales prices of the units prepared by the Developer,
the Agency’s revenue share is estimated at $1,326,984 as shown in Table 1. The payment to the
Agency is deferred until the sale of the units. The present value of the payment to the Agency is

estimated to be $1.1 million.

The Agency will also be repaid the second trust deeds ($30,000 per unit) plus a share of the |
appreciation in the event that the moderate income units are not maintained as income restricted
fmits for 30 years. However, the Agency expects that, over the normal course of time, the notes

- will be repaid with interest and appreciation.

C. Net Cost to the Agency

The present value of the Agency’s hard dollar cost is estimated to be $4,555,000. The Agency
revenues are estimated at $1,326,984, or $1.1 million present value, As aresult, the net cost of the
Agreement to the Agency is estimated at $3,455,000, as summarized below:

Agency’s-Cost : $4,555,000
(Less) Agency’s Revenues (P'V of $1,326,984) ‘ . (1.100,000)
© $3,455,000

Net Cost to Agency

The Agency costs will be lower if the second trust deeds (530,000 per unit) are not maintained over

30 years.

Keyser MarsToN ASSOCIATES ING
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1V. VALUE OF THE INTEREST TO BE CONVEYED

Reuse Value

The reuse value for the Site is directly a function of a very specific development program and the
development economics as specified in the terms and conditions of the Agreement. The covenants

tions of the Agreement require design and construction of high density, high quality 56-
ct are very important to the Agency and

iniurns. Furthermore, the Project
per is required to sell 11 units as

and condi
unit residential complex. The design and image of the Proje

must be of the quality of Pasco Plaza and Paseo Villas condom
st be the first for-sale project in this area. Finally, the Develo

e-restricted units fo moderate income households. The Developer’s projected profit is 10.8%

incom
f this nature.

of projected gross sales, which is reasonable for a redevelopment project o
In the reuse appraisal report prepared by KMA, it is concluded a fair reuse value for the Site is ZET0,
given the specific project and the terms and conditions in the DDA.

The KMA reuse appraisal is attached to this report and incorporated herein by this reference.

Estimated Value at Highest and Best Use

KMA has also estimated the value of the interests conveyed to the Developer if sold by the
Redevelopment Agency at its highest and best use allowed under the redevelopmert plan.

KMA concludes that the highest and best use and value for the Site is $1.9 million. The highest
and best use value is subject to a detailed market and physical design analysis for the site. -
However, it is anticipated that the highest and best use would be market rate apartments with no
affordable component. While the reuse value being paid to the Agency is less than fair market

value of the Site under the highest and best use, the Agency has determined that the high quality,
1 11 moderate income affordable units as provided in

high density condominium development wit
the DDA offers the best complementary use for other land uses and activities in the downtown area.

The project must be developed in the near-term. The residents will optimize the downtown’s
ability to draw additional retail and residential uses. Therefore, the project will further the overall
goals of the Agency’s Downtown Strategy Plan 2000 to revitalize the downtown core."

KevseEr MARSTON ASSOCIATES ING
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V. CONSIDERATION RECEIVED AND REASONS THEREFOR

Under the terms of the Agreement, cousideratibn paid to the Agency from the profit sharing on the

56 condominiums is projected to be $1.33 million. The present value of the payment to the Agency

is estimated to be $1.1 million.

While the consideration being paid to the Agency is less than the Ageney contribution of

© $4.554,500 (Agency cash contribution and land purchase), the Agency has determined that high

quality home ownership at a quality level equal to Paseo Plaza (as required in the DDA) offers the
best complementary use for other Jand uses and activities in the Julian Stockton Area and
downtown areas. The Project will be developed in one phase in the near term and it will maximize
the Site’s ability to draw additional retail and residential uses to downtown San Jose, Therefore, -
the Project will further the overall goals of the Julian Stockton Redevelopment Plan to revitalize

this area of the downtown commercial core.

In conclusion, the Agency is entering into this Agreement for less than the highest and best use in

order to achieve the objectives set forth in the Julian Stockton Redevelopment Plan, adopted by the
San Jose City Council and the Agency Board. :

The consideration being paid to the Agency over time is less than the estimated value of the
assistance provided and for the highest and best use of the interests being conveyed to the '
Developer. This assistance is being provided by the Agency because of the other benefits that the

Agency and the community receive from this Project. -
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VI. ELIMINATION OF BLIGHT

The sﬁbj ect Site consists of approximately 0.83 acres of land located within the Downtown Core,
one block east of the Julian Stockton Redevelopment Area and is currently vacant. The Site is in an

emerging residential neighborhood.

The Redevelopment Agency determined that the subject Site would be ideal for the continued
construction of high quality residential units in the downtown equal to the guality level of Paseo
Plaza. The high density, for-sale condominiums proposed to be developed on the Site will provide
additional home ownership, enhancing the overall downtown housing market. Development of
housing at this Site will continue the reinvestment in the Downtown Core and will directly benefit
existing small businesses and retailers located in the Julian Stockton Redevelopment Area, as well

as the other redevelopment areas located in the Downtown Core. Downtown housing is proving to

be a significant factor in corporate and other major office tenants” location decisions and is
expected to assist various redevelopment areas in this regard. Development of this Site will reduce
blighting conditions by developing a vacant and under utilized site and improve market conditions
for future projects in adjacent redevelopment areas. In addition, since the Site is adjacent to Light
Rail, redevelopment of this Site will improve a key transportation corridor providing access to and
from the downtown area. The Project will increase employment, both during the construction
phase and thereafter. In addition, the City’s General Fund should ultimately show increased sales
taxes, business taxes, utility user fees, and an increase in property tax payments. '

Thus the Agency is entering info an agrecment in order to achieve its objective to stimulate further
residential development in the Downtown Area and to remove blight from the downtown area.

KevysER MARSTON ASSOCIATES
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VII. CONFORMANCE WITH AB 1290 IMPLEMENTATION PLAN

The primary AB 1290 Implementation Plan program objective for the Tulian Stockton
Redevelopment Project Area is to eliminate conditions which negatively impact economic
development of the community by acquiring, removing, consolidating, and rehabilitating
substandard properties. The subject Site is not within the Julian Stockton Redevelopment Area or
any other redevelopmment area; however the proposed redevelopment of the Site will be of primary -
benefit to the Julian Stockton Redevelopment Area, as well as other redevelopment areas in the
Downtown Core such as the Century Center and Pueblo Uno Redéevelopment Areas. To that end,
the Agency plans to contribute both the site and contribute finds to finance construction costs to the

Developer for development of the Project.

Furthermore, the Implementation Plan also establishes a priority objective of increasing the
community’s economic base by encouraging investment in the redevelopment project area. The
proposed Project is an important component of the Agency’s Downtown Strategy Plan 2000 to
pursue housing clusters in the downtown area. The proposed Project is located one block east of
the boundaries of the Julian Stockton Redevelopment Project Area.- As such the Project will
provide new sales tax, business license tax, and utility use tax within the Julian Stockton
Redevelopment Project Area, conforms to the Implementation Plan and will achieve the goals

specifically defined in the implementation plan.

~
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TABLE 1 :
JULIAN STREET SOURT CONDOMINIUMS
. (FORMERLY AIASSA CONDAMINIUMS)

DOWNTOWN SAN JOSE
For Sale Resldentfal Developer Profection
Tatal Units 56
Market Rate ' . 45
Maderate ' 20% 1
Avg. Unit Sq. Ft. (1) . 1,233 (Saleabls Area}
Parking Spaces: 28
Denaity (DU/Acre): 67
Land Area: 36,154 SF Square Feet
0.83 Acras Bidg. Area
Per Unit {Safeable) Total
FINISHED LOT COSTS (2)
Land Value - Initial Land Payrient . 30 . $0.00 50
Demalltion & Ashestos 3,268 2.65 183,000
Molse Mitigation 4,610 3.74 258,166
Fees & Parmits 10,082 §.18 565,126
Off-Site Infrastructure 5,214 4,23 292,000
Subtotal: 523,184 518.80  $1,288,292
DIRECT (2)
Residential {3) 64,460 : 137,500 111.52 7,698,975
Parking 88 $16,500 28,875 23,42 1,617,000
‘ $166,375 $134.93 39,316,970
INDIRECT {2) - o e _ .
Professional 4.9% DOirects 8.216 6.68 $460,095
Taxas, Ins., legal, COE 4.7% Directs 7.851 6.37 439,549
Builder Fea - Initial 2.1% Directs 3,576 2.90 200,263
Contingency Incl. Abova
Marketing/Model . 2.3% Gross Sales 6,250 5,07 350,000
) Subtatal; - 3$25,850 $29.00 $1,450,010
FINANGING (2) {4) . .
: Debt Interast - 16,642 13.50 £931,938
Fees 3,328 2.70 186,388
Equity Interast Deferred
Fees Defarred
' - §18.870 $16.20  $1,118,326
SUBTCTAL $235,421 $150.93 $13,163,603
<LESS> AGENCY CONTRIBUTION (46,826) (37.81) (32,611,044)
TOTAL COSTS - PRIVATE INVESTMENT $188,793 $183.12 $10,572,659
PROJECTED SALES REVENUE (2}
Market Rate Units 45 $268,528 $218 512,097,266
Moderate [ncotma Units 11 3268 828 $218 2,857,108
GRQSS SALES $268,828 $218 $15,084,375
<LESE> COMMISSION & COST OF SALE ' 4.0% (802,175)
<|.ESS> THIRD PARTY CONSTRUCTION LOAN } (2,504,162)
< E5S» AGENCY SECOND TRUST DEEDS H $30,000 330,000,
NET AVAILABLE FOR DISTRIBUTION $4,618,038
<LESS> EQUITY INVESTMENT (1,068,397)
<LESS> BUILDER FEE DEFERRED (800,788)
%2,948,853
DEVELOPER SHARE 55% ' $1,621,869
AGENCY SHARE . 45% $1,326,984
(1) Average urit size

(2) Saurce; Batry Swansen Builder
{3} Includes contingency of $461,320 and Bullder Overhead of $393,246,
{4) Sourca ; Barry Swanson Builder. The amount of interest and fees will vary with the length of construction

Prepared by: Keyser Marston Assothates, Inc.
Alagsa Pro Forma2.xla Sec 33433 Dav PF; 11/30/88 ek and wem,
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Redevelopment Agency of the City of San Jose

Fox California Theatre

Operations and Management Study
| Summary Report
- February 14, 2000

B Squared Consulting
San Anselmo, California
415-485-1072




Introduction

For over twenty-five years the Fox California Theatre in San Jose has been closed and
dormant. The elegant Fox once hosted films, dramatic performances, concerts, and social
events and was at the very center of San Jose’s cultural and social life. When the venue
reopens in 2003, it will again be a polished jewel. Although the renovated and enhanced
Fox will take a slightly new direction, the Theatre will once again be central to the

_cultural fabric of the City.

The restoration and expansion of the Fox California Theatre 15 poised to move forward.

Plans for restoring the venue to its original grandeur, and for creating an ideal environ-
ment for both performers and audience, are almost complete. The Redevelopment
Agency of the City of San Jose (the “Agency”) has allocated significant funds to the Fox
renovation. Private sector support, led by a donation from the Packard Humanities
Institute, will meet the balance of project costs. Opera San Jose will be the primary
tenant and is now preparing to use the Fox as its home venue. The Theatre will present
films in the style of the 1920°s movie palaces and other cultural and community .
organizations are anticipating the reopening with great excitement.’

Much planning and assessment must be completed before the renovation of the Fox

California Theatre can proceed. Along with architectural designs and construction
documents, program and financial plans are required. B Squared Consulting was retained
by the Agency to assess these latter elements of the venue’s future as part of an
Operations and Management Study. This report summarizes our assessment and includes
recommendations for moving forward.

Assessment Structure

The assessment of the Fox California Theatre was completed in three phases as follows.

Phas-é I Utilization Forecast

To develop an understanding of the unique needs and resources of the San Jose
community, B Squared Consulting completed over thirty interviews with representatives
of cultural, business, édircational and community organizations that may utilize the
renovated Fox California Theatre. Numerous meetings were held with the management
of Opera San Jose to develop a thorough understanding of the primary tenant’s plans. A
group meeting was held to provide a number of smaller organizations with the
opportunity to learn about the Fox project and to discuss their possible use of the venue.
Meetings were also held with the Department of Convention, Arts and Entertainment
(“CAE”) to assess the potential for convention related use of the Fox. '

Based on the above research, B Squared Consulting developed a utilization forecast for
the Fox and documented the findings in the Fox California Theatre Utilization Report
dated February 14, 2000.




Chart 1 _
Fox Califomia Theatre
San Jose, California
Utilization Summary-First Year
Utilization  As % of
Days Tolal

Programming by Existing Organizationg
OperaSandose . ... oeoeeeeenns 2 .........A2%
Fim/OrganLecture ... 19 e 7%
Limon Dance Company. ... LT 6%
American Musical Theatre A 5%
Loslupenos . . ... Y 5%
Schools and Colleges U 5%
Cinequest e 13, 5%
Chinese Performing Artists ..o B e %
Agtian Acaderry T 8 3%
Opening Fesiities ~__~ """ " AT 3%
Sandose Jazz Sodiely ... B ereeeeenn 2%
Gradualions oo B e 2%
San JoseDance Theatre . 8 et 2%
MACLA ‘ 3 1%
Sub-Total-Existing Organizations 244 92%

as % of 300 ‘ 81%
New Presentafion Rentals and Programs
Holiday Theme Programs? . _.._.... . 2%
December Holiday Programs” 15 6%
Sub-Total ' 21 100%

as % of 300 : 7% '
SEASON TOTAL . ' 265

as % of 300 88%
Summer Programs '
Summer Festival Programs’ 18
Other Summer Programs* 35 ”
SUMMER TOTAL 53
TOTAL USES 318

as %of365 B7%
Maintenance e 16
GRAND TOTAL 34

as % of 365 ' L 92%
*No specific presenting organization is yet identified
for these programs.

Phase II: Financial and Funding Analysis

The utilization analysis was used as a foundation for developing a detailed financial and
operating forecast for the first seven years of the Theatre’s operations (the 2003-04
season through the 2009-10 season). This forecast considers all aspects of venue




operations including theatre rental and fee revenues, room rentals, concessions, personnel
expenses, theatrical systems, building operations and administration. '

This analysis was documented in the Fox California Theatre Financial and Funding
Analysis Report dated February 14, 2000.

Phase I1I: Assessment of Opera San Jose’s Current Condition and Plans

Based on the interviews completed in Phase I, and extensive data received from Opera
San Jose management, B Squared Consulting developed a preliminary forecast of the
Company’s future programs and financial operations. This forecast was used to assess
the condition of Opera San Jose and to develop recommendations for key action steps the
Company might take in preparation for the reopening of the Fox. The findings and .
recommendations of this assessment are documented in this report. :

Key Findings

Phase I: Utilization Forecast

The utilization forecast suggests that the Fox California Theatre can enjoy a vibrant and
diverse mix of program activity. Built first on the extensive use forecast by Opera San
Jose, the forecast includes regular and consistent use by over ten other existing
institutions. Film presentations will comprise a significant portion of the activity in the
Fox. Frequent use :s also anticipated for presentations, including community-based

-programs that have yet to be fully developed. While use of the Theatre by corporate and

convention groups is likely to be limited, such organizations are expected to use the
meeting rooms in the Fox for a variety of activities.

As Chart 1 indicates, B Squared Consulting forecasts that over 90% of the Theatre’s
available utilization capacity will be consumed. This high level of utilization is possible
even in the first years of operation. o : '

Achieving the predicted levels of utilization will require careful attention to the
development of San Jose’s cultural resources and programs. B Squared Consulting
recommends that CAE and the Office of Cultural Affairs play a leadership role in this

" area. Efforts should focus on three areas and should be initiated as soon as possible to

maximize results.

1)} Development of the programmatic and administrative resources of San Jose’s cultural

organizations.
2) Creation of new programming including festivals as well as children’s and family

programs.
3) Identification of additional users for the Fox California Theatre.

Success in each of these areas will contribute to the future vitality of the Fox California
Theatre and of its renting organizations. '




Phase II: Financial and Funding Analysis

- The financial and funding analysis suggests that the Fox California Theatre will be a
viable community and cultural resource. Based on this conclusion, we believe that an

efficient operation can be established through careful development of policies,
programming, and administrative resources.

The following are the key findings of this analysis:

» The Fox California Theatre is forecast to have a first-year operating expense
budget of approximately $1.2 million, increasing an average of 3% per year
thereafter. Expense components include program personnel, theatrical systems

operations and maintenance, building systems and administration. Not included

are items covered by the general fund of the City’s operating budget including
administrative personnel and services provided by CAE for City-owned cultural
facilities in San Jose, and long-term and significant building maintenance and
repair requirements.

»  Operating revenues are forecast to be approximately $750,000 in the first year of - -
operations. Revenue growth will outpace expense growth in the early years of
operation as a result of program expansion and fee increases.

» QOperating revenues are forecast to meet approximately 65% of expenses in the
first year of operations, increasing to 71% by the fourth year.

=  The first year operating subsidy is forecast to be approximately $410,000. This
requirement is likely to vary between $360,000 and $410,000 over the first -

seven years of operations.

» A maintenance fee structure is proposed which calls for an add-on to prices paid

by ticket buyers. This fee income may be segregated from other revenue
streams and used to meet the potentially significant costs of theatrical systems
replacement and upgrades. Forecasts suggest that maintenance fee revenue will
be approximately $204,000 per year, an amount sufficient to meet estimated
life-cycle costs for the facility’s theatrical equipment inventory.

Chart 2 summarizes the financial forecast developed in this initial phase.

CHART 2 - SUMMARY FINANCIAL FORECAST

2004 2005 2006 2007 2008 2009 2010

OPERATING EXPENSES | §$1,168,755) §1,205703 §1,244,463; §1,284,463; §1,322310 § 1,361,980 $1,402,839
% change 3% 3% 3% 3% 3% 3%
OPERATING REVENUES | § 758,870, §$ B00,656] § 847,773] § 921190 § 912724i § 044,187] $1,000,145
% change ' 6% 6% 5% -1% 3% 6%
As % of expenses 64.9% 66.4% 68.1% 71.7% 69.0% 69.3% 71.3%
OPERATING NET $ (400.885) § (405,047)] § (396,680), § (363,273); & (400,586} § (417,793)] § (402,694)




The assessment of the Fox California Theatre continued with a comparison of the
financial forecasts summarized in Chart 2 with the current operations of the Center for
the Performing Arts (the “CPA™) and the Montgomery Theatre. This additional step was
taken to assure that the anticipated subsidy requirement for the Fox California Theatre
was consistent with that of other area venues.

The following conclusions were drawn from this comparison.]

» The expense and revenue profiles of the Fox California Theatre are similar to
those of the other area venues.

» The financial operations of existing venues, and the forecast operations of the
Fox California Theatre and other San Jose venues, are generally equivalent or
superior to those of theatres in other communities that typically require larger

annual operating subsidies from public and private funding sources.

» The two existing venues earn revenues that offset an average of 62% of
operating expenses. The Fox California Theatre 1s projected to generate
revenues ranging from 65% to 72% of operatlng expenses over the first seven
years of operatlons . - :

It should be noted that CAE allocates a portion of the Transient Occupancy Tax revenue
to each of the cultural venues. This amount is not included in the comparative analysis as
it is simply an amount equal to the actual operating deficit.

CHART 3 - SUMMARY OF SAN JOSE VENUE BUDGETS

Center for Montgomery Fox
the Perf. Arls Theatre Theatre - Yr 1
. 98-99 Actual |nﬂ_aied o '04 0B-99 Actua! i Inflated to '04 2004
| EXPENSES '
Personnel Services $ 540,800 775,834, §$ 120,027 148,031 § 5B4,623
as % of tolal 62% 62% 54% 54% 50%
LKilities/Services 5 212,234 258,215 -% 47,739 58,082 $ 382,542
as % of total 20% 20% 21% 21% 33%
Overhead/Other $ 182,681 222258 & 55,531 67,562 $ 201,590
" as % of total 18% 18%| . 25% 25% 17%
‘Total Expenses $ 1,035715, $ 1,260,106] $ 223,297 $ 271,675 $ 1,168,755
REVENUE
Rental $ 497,755 605,595 § 97,665 118,824 % 572,001
as % of total 71% 71% 80% 80% 75%
Equipment $ 135,307 164,622 § 17,123 20,8331 % 113,900
as % of total 19% 18% 14% 14% 15%
Food and Beverage $ 68,544 83,394] $ 7,570 9,210 % 72,970
as % of totaf 10% 10% 6% 6% 10%
Total Revenue $ 701,606] $ 853611 $ 122358 § 148,867 § 758,870
as % of expenses 68% 68% - 55% 55% 65%
Neat I_?t_:g!titjn 2 . §.4:(334,109).: $.42(406,495) B ,:j‘.,_(iqo,ssa) ':,'3‘=,$'§-;;5(1'22.BQ§) {409,885)

! The comparisons were based on summary financial results of the Center for the Performmg Arts and the Montgomery Theatre for
the 1998-99 season. There are differences in the allocation of costs between the reported results received from CAE and the structure
used in the present analysis. These differences were examined and only comparable figures were considered.




- Phase III: Assessment of Opera San Jose‘

Current Profile

B Squared Consulting’s assessment of Opera San Jose begins with a description of the
Company’s current operating and financial profile.

x The 1999-2000 season is the Opera’s sixteenth year of operations. Unlike many
 arts organizations, the Opera has achieved a financial surplus every year.

» The Opera’s annual operating budget is approximatély $1.4 million. Ticket
- sales and other earned revenues offset 55% to 60% of expenses, typical of opera .
companies and other performing arts organizations.

»  Opera San Jose currently offers four opera productions each season in the
Montgomery Theatre. Each opera is performed eleven or twelve times over a
sixteen-day period.

»  Over the course of several years Opera management has set aside funds to
support the transition from the Montgomery Theatre to the Fox California
Theatre. This poo} of funds will help meet the increased costs for artists,
production and marketing consistent with the new and larger venue.

Opera San Jose in the Fox California Theatre

The following points describe the operation of Opera San Jose following the reopening of -
the Fox California Theaire. ‘

» - Opera San Jose will be the prime tenant of the Fox California Theatre. Like
other tenants, the Opera will maintain no permanent presence in the venue and
will retain their administrative offices, rehearsal facilities and technical shops at
their current location.

= The Opera’s season will continue to be comprised of four opera productions for
the first four years in the Fox California Theatre. In the fifth year of operations
of the renovated Theatre, the Opera intends to add a fifth opera production.

» Because the Fox California Theatre will have a capacity of 1,120 for opera
performances compared to the Montgomery Theatre’s capacity of 536, the
Opera intends to decrease the number of performances offered of each
production. Current plans call for eight or nine performances of each opera in
the Fox California Theatre. At this level of program activity there will be
capacity to increase audiences from current levels and -additional performances
may be added if audience demand warrants.

= . While the Opera has not yet developed a detailed financial forecast for the.years
2003 and beyond, preliminary estimates prepared by B Squared Consulting




suggest that the Company’s annual operating budget will increase by as much as
40%, to a total of approximately $2.0 million in the 2003-04 season. The
percentage of expenses met by earned revenues is projected to increase slightly,
to perhaps an average of 60% to 65%. This eamned revenue trend is consistent
with the additional audience capacity of the new venue. '

Assessment of Opera San Jose's Readiness

Opera San Jose is well positioned to transition to the new performance venue. We reach-
this conclusion based on the following observations.

« The Company’s financial strength is demonstrated by consistently favorable
year-end results.

*» Financial reserves have been set aside to meet the one-time and ongoing
expenses associated with the larger venue.

»  Opera San Jose is managed by Irene Dalis, an energetic and disciplined leader.
Her conservative and thoughtful approach has established a framework for

ongoing success.

» Opera San Jose’s audience is well established and dedicated. Performances in
the Montgomery Theatre are typically sold out. The Company's plan to reduce
the number of performances of each opera in the new venue reflects sensitivity
to the challenge of both transferring the current audience to a new location and
building new audiences. :

»  Once operating in the Fox California Theatre, Opera San Jose will be able to
augment the scope of its programming, building on an already high level of
artistic integrity and quality. The new venue will make it possible to offer
productions with larger and more complex sets and lighting. '

»  Glowing reports of Opera San Jose’s operations aside, it must be recognized that
moving to the Fox California Theatre will require many significant changes.
Productions must be designed and built on a larger scale, casts and technical
personnel will grow and, of course, ticket sales must increase.

Recommendations

While Opera San Jose is a vital organization and well prepared for the reopening of the
* Fox California Theatre, B Squared Consulting recommends that the Company consider
taking several important steps to further ensure a successful transition to its new home.
These recommendations seek to better position the Company for success through its
ongoing audience development efforts, program diversification, increased fundraising
and strategic planning. Our recommendations are as follows:




" Audience Development: The prospect of a new performance venue poses opportunities
and challenges. The Fox California Theatre’s higher capacity creates a nieed to attract
larger audiences to each performance. If audience development efforts can meet this
challenge, earned revenues, and the overall success of the Company, can be enhanced.

To help achieve success in audience development, we recommend that the Opera. -
investigate the potential favorable impact of a priority seating program. Such a program
can use the prospect of the new venue to maximize subscription sales, build loyalty
among current audiences, increase contributions and widen the Company’s visibility
through marketing and collateral materials. A priority seating program seeks to.sell seats
in the new venue far in advance of its opening by influencing patron behavior. ‘ :

In a typical priority seating program, those individuals with the longest and most
consistent history of subscribing and contributing to the Opera will be recognized by
receiving superior seating in the new venue. Thoughtful planning, consistent
implementation and careful patron communications are required as part of a priority
seating program. If successful, a version of the priority seating program can help the
Opera build its audiences in advance of the 2003-04 season and, therefore, allay potential
concerns regarding audience transition to the new venue.

Regardless of the specific marketing strategies implemented by the Opera, clear
communications are a fundamental ingredient of success. Existing and potential audience
members must be made aware of the exciting opportunities offered by the new venue and
they must be guided through the transition process. ‘

Program Diversification: The 1,120-seat capacity of the Fox California Theatre for opera
performances presents a significant opportunity to increase the number of individuals

- who attend the Opera each year. Coupled with the priority seating model briefly
described above, the Opera may also wish to consider program expansion as a means of
building and educating audiences. Program development can occur through collaboration
with other organizations resulting in performances in new venues — both in San Jose and
elsewhere. Such activities can build a broader awareness of the Opera locally, regionally

and nationally.

Program diversification can also be accomplished through presentation programs. One or
two such special events prior to the opening of the Fox California Theatre could be
utilized to bring additional attention to the Opera’s impending move. Since Opera San

- Jose operates with a resident company of singers, one approach to presentation programs

- could be a “reunion” performance of past stars. This event could take place in the

Montgomery Theatre or, if demand warranted, in the CPA. '

Increased Fundraising: The years leading up to the reopening of the Fox are an 1deal
time to consider significant fundraising initiatives. The preliminary financial forecasts
suggest that although Opera San Jose will likely continue to be a stable organization,
additional capital resources, in the form of endowment and special project funding, can ‘
help assure this outcome. :




It is our understanding that Opera San Jose is currently assessing the feasibility of -
executing a significant fundraising campaign focused on building both endowment and,
armual operating support. B Squared Consulting encourages the Opera to move forward
in this area. The transition to a new performance venue presents a one-time opportunity
for significant fundraising. Regardless of the magnitude of a campaign, a well- planned
and successful effort will help build the organization’s donor base for the future, increase
visibility and, of course, further strengthen the Opera’s financial base. The change of
venue should be leveraged to the fullest possible extent.

Planning: Opera San Jose’s management has established the framework of a financial
and operating plan for the future. B Squared Consulting encourages the Opera to
continue this planning effort leading to the development of 2 formal strategic plan. Once
completed, such a plan can enhance the already high level of confidence the community
has in Opera San Jose. A thoughtful long-range plan can also serve a vital function in .
efforts to increase the organization’s fundraising capacity. Strategic planning can
identify significant challenges and opportunitics for the near and distant future.
Involving all aspects of the organization in the process — management, Board members,
audiences, artists and volunteers — will assure that a diversity of opinions and issues will

. emerge and receive attention.

Venue Management

CAE administers the day-to-day operations of other San Jose performance facilities. This
agency coordinates venue calendars (although much of the scheduling is completed first
by the primary user organizations and then communicated to the department), oversees

. facility maintenance and related items. B Squared Consulting recommends that CAE
assume a similar management responsibility for the Fox California Theatre. We base this
recommendation on the fact that the reopening of the Fox California will not create a
demand for new types of management and support services. CAE personnel are
experienced in all aspects of facility management and the responsibilities of that agency
can be easily extended to the new venue.

The scheduling of the Fox California Theatre may be more complex than that of other
cilltural venues in San Jose. While Opera San Jose will receive scheduling priority, and
that organization is able to predict its utilization several years in advance, the number and
diversity of other forecast users is considerable. It may be necessary, therefore, for CAE
1o dedicate additional personnel and other resources to coordinating the Fox’s utilization
schedule. The cost of any such additional resources is not included in the financial
analysis presented earlier and will need to be addressed by the City in its budget process.

The success of the venue will be enhanced by retammg a qualified and dedicated
technical and building maintenance staff dedicated to the Fox California Theatre. This
expense has been included in the financial and operating forecasts presented in this

report.




‘While the key challenge in managing the Fox California Theatre is likely to be

* scheduling, there is also a need to develop and present new programs in the venue.

The utilization forecast suggests that the venue’s calendar might include newly developed
and community-based festival and educational programs. We recommend thai the Office
of Cultural Affairs be assigned the task of facilitating new program development in the
Fox. It may also be appropriate to consider the use of other area venues for new
programming. The addition of the Fox to the City’s facility inventory will increase the
available capacity in other venues such as the Montgomery Theatre and, to a lesser

extent, the CPA.

Box Office Operations

In the Fox California Theatre Utilization Report, reference was made to the benefits of
improving the ticket sales operations for many area non-profit organizations. At present,
there is no effective centralized point-of-sale for cultural events. Many organizations

" operate independent box offices, which are often housed with other administrative offices

and are therefore far from performance venues.

B Squared Consulting recommends that consideration be given to examining this issue
for all organizations and venues in the region and identifying cost-effective solutions that
serve to increase awareness of cultural activities and ticket sales. This effort will likely
include consideration of the recent significant advances in on-line and kiosk based ticket
sales. The first delivery systems that enable patrons to print tickets off home computers

* were launched successfully in January 2000, and an increasing number of organizations

sell ticket vouchers on-line. A centralized ticket sales and delivery system in San Jose
may, in fact, exist on the Internet rather than in a physical location — although venue box
offices will likely always be required.




Conclusions

The planning for the reopening of the Fox California Theatre has created a project with
much promise for cultural and civic development. The revitalized venue can contribute
to the vitality of downtown San Jose and provide a much-needed resource to support

cultural development.

The financial operations of the Fox California Theatre, if planned and managed
effectively, will be efficient and require a decreasing annual operating subsidy. Earned
revenues are forecast to meet or exceed 70% of expenses by year three of operations.

Opera San Jose is well positioned to transition its operations from the Montgomery
Theatre to the Fox California Theatre. The organization’s history of conservative

~ management, popular performances and artistic excellence provides a solid foundation

for this significant change. Further strategic planning and resource development will
help assure continued success. '

The Fox California Theatre is forecast to be utilized at a very high level. The activities of -
Opera San Jose will form the core of the facility’s artistic programming. Numerous and
diverse organizations will fill out the schedule with music, dance, dramatic programs,

- educational activities, films and lectures. Implementation of a well-structured program

development effort in the years prior to the opening of the Fox will help assure that the
highest level of forecast utilization rates can be achieved.

While expanding opportunities for civic pride and enhancing the region’s quality of life,
the renovation of the Fox California Theatre will afford the greater San Jose community
with an opportunity to enhance its presentation of performing arts and civic programming
systems, structures and supports.




Attachmenf D

. June 20, 2006

7.2 Approval of an Owner Participation Agreement with Cousins Properties
to assist in the construction and opening of a grocery store in the
MarketCenter on Coleman Avenue.

Recommendations:

(a)

(b)

Adopting a resolution approving an adjustment to the Adopted FY
2005-06 Capital Budget adding $1,700,000 to a new project line of
Cousins MarketCenter Development in the Julian Stockton
Redevelopment Area, amending the FY 2005-2006 Redevelopment
Agency appropriations resolution. '

Approval of an Owner Participation Agreement with Cousins Properties,
in an amount not to exceed $1,700,000, to assist in the construction and
opening of a grocery store in the MarketCenter on Coleman Avenue.

CEQA: San Jose MarketCenter EIR, PDC04-018 [MERGED]

June 20, 2006

7.3 Approval of a Purchase and Sale Agreement with 303 Alamden Partners,
L.P., for the sale of Agency-owned property at 303 Almaden Boulevard
for $9 045,000.

Recommendations:

(a)

(b)

©

Approval of a Purchase and Sale Agreement with 303 Almaden Partners,
L.P., for the sale of Agency-owned property at 303 Almaden Boulevard
for $9 045,000. ‘

Adoption of a resolution authorizing the Executive Director to close
escrow and negotiate, execute, record and accept all documents
reasonably necessary to implement the Agreement and facilitate the
close of escrow.

Adoption of a resolution amending the FY. 2005-2006 Revenue
Resolution to add $9,045,000 to Other/Miscellaneous Revenue.

CEQA: Exempt, File No. PP06-109. [GUADALUPE-AUZERAIS]




June 27, 2006

8.3 Public Hearing and approval of a DDA with City Front Square, LLC,

(a)

(b)

()

“and Casa Del Pueblo Preservation L.P., for the development of a mixed-
use high rise residential project on Block 8 of San Antonio Plaza.

Recommendations:

The City Council adopt a resolution accepting the summary of costs and
findings of the Summary 33433 Report pursuant to the California Health
and Safety Code Section 33433 for the sale and development of Block 8,
located at 281 South First Street, under the terms and conditions of the
Disposition and Development Agreement (DDA); and,

The Redevelopment Agency Board adopt a resolution approving the
Disposition and Development Agreement with City Front Square, LLC,
(Developer) and Casa del Pueblo Preservation L.P., for the development of
a mixed-use high rise residential project and authorizing the Executive
Director to negotiate, execute, and record all documents reasonably
necessary to convey the Site as provided in the DDA and;

The City Council adopt a resolution approving a funding comimitment for a
construction/permanent loan of up to $6,591,970 to Casa del Pueblo
Preservation L.P., or its designated affiliate entity, for the development of
the 245-unit Casa del Pueblo Apartments project on the northeast corner of
of Block 8 located at 281 South First Street. . '

CEQA: San Jose Downtown Strategy 2000 EIR, Resolution 72767 [SAN
ANTONIO PLAZA] . : o

December 12, 2006

5.1

(2)

(b)

Approval of actions related to the EHC Lifebuilders® Sobrato House.

Recommendations:

Approval of the second amendment to the Relocation and Development
Agreement with EHC Lifebuilders (EHC), adding the amount of
$1,850,000 for a total Agency contribution to the project of $4,350,000;
and, .

Adoption of a resolution approving an adjustment to the FY 2006-2007
Capital Budget to add $1,400,000 to the existing $450,000 in the EHC — 3™
and William Street Housing project line in the Merged Redevelopment
Area, reflecting a reallocation of $387,695 from the Civic Plaza Land




Acquisition project line in the Civic Plaza Redevelopment Area and
$1,012,305 from Capital Reserve; and amending the FY 2006-2007 Agency
appropriations resolution..

CEQA.: Resolution No. 68905. [CIVIC PLAZA]

January 9, 2007

8.1 Approval of a Reimbursement Agreement with Nanosolar, Inc for
acqmsltmn of capital equipment.

Recommendatlons:

(2)  Adoption of a resolution by the Redevelopment Agency Board approving a
Reimbursement Agreement with Nanosolar, Inc., to provide financial
assistance in an amount not to exceed $1,500,000, for acquisition of capital
equipment for its industrial and manufacturing facility in the Edenvale
Redevelopment Project Area and making certain findings; and,

-(b)  City Council direction to the City Manager for the Office of Economic
Development to pursue Employment Training Panel Funds, in the amount
of $500,000, to support workforce development efforts on behalf of

Nanosolar.
CEQA: Resolution No. 69699. [EDENVALE]

January 30, 2007

5.1 Approval of the second amendment to the DDA with 360 Residences
LLC.

Recommendations:

()  Approval of the second amendment to the Disposition and Development
Agreement (DDA) with 360 Residences LLC (formerly Mesa SoFA
Partners, LLC), modifying the timing of payment on the purchase of

- Agency-owned property at 360 South Market Street providing for payment
of $8,000,000 at the close of escrow and the execution of a $2,000, 000
promissory note due and payable upon the sale of the first residential unit in
the Project; and modifying the Schedule of Performance.

(b)  Adoption of aresolution authorizing the Executive Director to negotiate, '
execute, record, and accept all documents reasonably necessary to
implement the DDA and facilitate the close of escrow.




(c) Adoption of a resolution approving the proposed decrease of $2,000,000 to

the FY 2006-2007 Adopted Capital Budget Miscellaneous Revenue and
amend the FY 2006-2007 Agency Appropriations resolution.

CEQA.: Resolution No. 72767 and addenda thereto, File No. HO5- 03[MARKET
GATEWAY]

March 27, 2007

7.1 Approval of Property Use Agreements and an Office Lease with BEA

(a)

(b)

(c)

CY

Systems related to its relocation to 488 Almaden Boulevard.

Recommendations:

Redevelopment Agency Board approval of a Property Use Agreement with
BEA Systems, Inc., to obtain public parking rights for 30 years in the
parking garage of the BEA tower at 488 Almaden Blvd., at a total Agency
cost of $13.32 million;

Redevelopment Agency Board approval of a Property Use Agreement with

BEA Systems to allow BEA Systems, Inc., weekday use of 45 parking
spaces located on an Agency-owned surface lot at Almaden Blvd., and
Balbach Street at a cost of $1 per year of the term of the agreement from
2008 through 2038; and,

Redevelopment Agency Board approval of an Office Lease between the
Agency and BEA Systems, Inc., whereby the Agency leases up to 30,000

“square feet of office space in the BEA tower for a period of five years at a

$2/s.f., triple net (NNN) beginning July 1, 2008, with an escalation of 3%
compounded annually, at a total cost to the Agency of $6.2 million.

Adoption of a resolution by the Redevelopment Agency Board authorizing
the Executive Director to negotiate and execute a Property Use Agreement -
with BEA for construction related uses including staging and parkmg on
the Agency owned Balbach Lot prior to July 1, 2008.

Adoption of a resolution by the Redevelopment Agency Board authorizing
the Executive Director to negotiate and execute an amendment to the
Property Use Agreement with BEA for the Agency-owned Balbach Lot to
allow for integration and consolidated operation by BEA of the Agency-
owned Lot and the adjacent surface parking lot.

CEQA: Resolution No. 64273, File No. RH99-006 [GUADALUPE-
AUZERAIS]




