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RECOMMENDATION

Accept staff’s report on the development of a retail and amenity strategy for North San Jose.

BACKGROUND

The North San Jose ((NSJ) area plays a vital role in the achievement of San Jose's economic and
fiscal goals. In 2005, the City adopted the North San Jose Area Development Policy (the Policy),
which revised an established policy framework to guide the ongoing intensification of mixed use
development in this important employment center and innovation district.

The Policy provides for a specified amount of new development, including an additional 26.7
million square feet of new office/R&D development, as well as 32,000 residential units, 2.7
million sq. ft. of retail development and 1,000 hotel rooms.

On August 30, 2016, Council directed staff to present Council with a list of recommendations
that will spur development of much-needed amenities — retail, recreation, restaurants, and
athletic facilities-on or adjacent to corporate campuses in the area.

This memorandum provides an update to the Committee on staff’s analysis and direction on the
retail and amenity strategy before recommendations are brought before the full City Council in
late April.

To support this effort, staff hired Strategic Economics, a well-respected economics and land use
firm, for data driven analysis about existing demographics, retail trends, and potential next steps
to further enhance amenities in NSJ. In addition, the City was asked by the Urban Land Institute
(ULI) to participate in the Rose Fellowship which focuses on a particular opportunity in
participating cities. The Rose Fellowship collects outstanding leaders in city building to assist
participating cities reach positive solutions. San Jose’s selected land use opportunity is to
develop a strategy to infuse amenities into NSJ that will further the City’s goals in this key
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employment area. In conjunction with the Rose Fellowship, the Mayor and Councilmember
Diep held a round table of property owners, tenants, and brokers to share their thoughts, needs
and visions for NSJ . This memorandum provides lessons learned from Strategic Economics,
Rose Fellowship participants and members of our NSJ business and development community.
Finally, staff recommends short, mid-term and long term recommendations.

ANALYSIS

North San Jose is the City’s premier employment centers and represents a significant opportunity
for growth under the General Plan. Over the past 10 years, NSJ has also experienced extensive
residential development as part of the build out of the NSJ Area Development Policy, with
almost 8,000 new residential units being built. Yet the area remains relatively underserved by
retail amenities to serve NSJ’s residential and workforce population. For the area to realize its
planned growth, NSJ must add density and develop into a place that attracts top talent and
employers and brings together a wide range of amenities, including open space, retail, and
restaurants, that support its diverse population of residents and workers. The area already has a
significant number of assets that can support this transition, including:

90,000+ daytime workers

Freeway accessibility

8,000 new residential units built in the past four years

Major employers including Cisco, Samsung, Maxim Integrated, PayPal, Brocade

Over 17 acres of new neighborhood parks developed since 2012, with over 37 acres
planned in the future.

Guadalupe River and Coyote Creek with associated trail networks

VTA’s light rail system, with 11 stations in North San Jose, and headways of 10
minutes throughout the workday, provides good access to Downtown San Jose,
Caltrain, Amtrak’s Capitol Corridor and the Altamont Corridor Express, was well as
BART later this year.

New restaurants serving the area, including Lalla Grill, Pokeworks, Ichin’s Bamboo
Garden, Curry Up Now, Paxti’s Pizza, Juerga’s Tapas, Honeyberry, SAJJ
Mediterranean, Rok Steakhouse and Faz.

However, NSJ also has some challenges that will need to be considered in creating a critical
mass sufficient to draw new development:

North San Jose is a large area defined by low density industrial development and
major arterial streets, which does not create the type of vibrant walkable great place
sought by many employers and employees.
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e Due to the existing land use pattern, new residential development has been inwardly
focused away from the street, moving activation towards private open space and
interior courtyards.

e Retail uses that have developed along with new residential development is in smaller
disparate pockets which due to the large land area, creates the perception that makes
it appear as though there is little or no retail in NSJ.

e Recent renovations to older buildings have focused on creating innovative
workspaces that include private indoor/outdoor amenity spaces which encourages
workers to stay on site and not patronize surrounding retail.

e Larger employers provide onsite dining options that serve only their employees (with
the exception of Samsung) which also keeps their workers on site.

e New standalone retail development has focused on auto-oriented centers on the
periphery (close to freeways) which attracts national credit tenant retailers, but has
detracted from the development of more centralized retail opportunities.

e It’s hard to walk in NSJ as existing sidewalks are small and frequently meandering,
block and parcel sizes are large, and land uses are spread out, combing to create a
barrier to efficient pedestrian movement.

In addition to these observations, staff has been working with a variety of stakeholders, experts,
and users to gain a better understanding of the retail and amenity dynamic in the area. The
following sections outline this work.

Strategic Economics

In September of 2016, the Office of Economic Development (OED) and the Department of
Planning, Building and Code Enforcement (PBCE) engaged Strategic Economics to perform a
retail analysis in NSJ . Strategic Economics’ scope of work included 1) providing a summary of
the existing retail market conditions in the NSJ Area; 2) identifying “missing” retailers; 3)
identifying future retail sites: and 4) completing an analysis of the NSJ Area Development Policy
to identify any opportunities or barriers for future retail and amenity development. For their
analysis, Strategic Economics divided the North San José Area into four subareas. A map of the
four subareas is included below. Their analysis offered the following insights on retail demand
and supply, and a number of strategies for consideration.
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Although NSI has a relatively large employment base, workers are a relatively weak
source of demand for retailers.

In identifying desirable locations, most retailers look for: 1) total number of households
within a trade area, household income, and/or traffic counts at the perspective location.
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e  While households in NSJ have high median incomes, there are not enough total
households to attract most retailers.

e The newest and most significant retail concentrations within NSJ are all located at
freeway access points.

e Given traffic counts and other access issues, sites not located at freeway access points are
not well-suited to major regional serving retail development.

e AsNSJ evolves, the area will continue to attract some new retail activity, but this will
most likely be in small increments and the primary uses will continue to be food and
beverage oriented.

e Other types of amenities can be added to the area that will both support future retail
activity and contribute to the overall quality of the area for both residents and workers.

Retail Demand:

e NSJ has a large day-time worker population (90,600 jobs) and modest resident population
(9,600 households), despite considerable new residential construction in North San Jose.

e Of the five subareas identified in the analysis, Subarea North has the most households
(5,200) and the most high-density employment nodes in NSJ.

e Subarea Central has more jobs than Subarea North, but the jobs are more diffuse with
fewer high density nodes; Subarea Central has only about 1,800 households.

e Residents in all subareas in NSJ have high median incomes and high educational levels,
although there are pockets of older housing in Subarea North that may represent more
modest income households.

e NSJ as a whole has a higher share of 1- and 2-person households compared to San Jose or
Santa Clara County; however, 25% of households residing in NSJ are families with
children.

e Traffic volumes, a key demand metric for retailers, are highest at the intersections with
freeway off-ramps as well as along Brokaw and Trimble Roads, both of which provide
direct connections between Highways 880 and 101.

Retail Supply:

e NSJ has 1.2 million sq. ft. of retail (not including mixed-use retail), consisting of 1/3
General Retail, 1/3 Community Center retail, and 1/3 Neighborhood Center retail.

e Most household-serving retail sales (food, beverage, personal services) are in Subarea
North.

e Subarea East has the highest retail Rentable Building Area (RBA), followed by Subarea
Central and North. Subarea South has the least retail RBA.
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Subarea North, however, has the largest disparity when comparing its resident population
share of NSJ (58% of NSJ population, and 1.4% of San Jose population) to its RBA share
(20% of NSJ RBA, and 0.7% of San Jose RBA). It also has the smallest RBA per capita.

Subarea East and North have the newest and highest quality retail: (3- and 4-star
businesses located primarily in Neighborhood and Community shopping centers). In
both Subareas, a single project accounts for all new supply.

Subarea South and Central have an older, lower-quality retail stock that consists mainly
of General Retail. :

Retail in NSJ seems to locate in proximity to: freeway off-ramps, high traffic volume
streets, and to a lesser extent, areas with a concentration of residential development.

Strategies:

Retail:

Continue to plan for “nodal” retail development at key freeway off-ramps, but require
that these places also include high quality bicycle/pedestrian access.

Plan for higher density development nodes that include retail tenants at the intersection of
River Oaks Parkway and Zanker Road.

Plan for smaller scale retail “pods™ at:
- N. 1" Street and West Tasman Drive

N. 1" Street and Montague Expressway

- N. lst Street and Trimble Road
- Zanker Road and West Tasman Drive

Test potential for “pop up” retail venues, including storage container buildings on street
corners currently occupied by private parking.

Amenities:

Establish a bicycle/pedestrian path or trail that would connect major retail nodes with
Coyote Creek and the Guadalupe River Trails.

Consider including art installations, small parks, and play areas.

Add more community facilities geared towards young children such as a branch library, a
day care center, etc.

Explore locations for a health clinic.
Improve VTA Light Rail service including increasing speed and frequency.

Consider creating an assessment district to create a mechanism for private property
owners to help pay for new public amenities.
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* Even with more auto-oriented retail development, plan for legible, functional, and
attractive paths for walking and biking paths to foster community development and
sociability.

Rose Center for Public Leadership in Land Use

Complementing staff’s work, The Rose Center for Public Leadership in Land Use selected San
Jose to participate in its fellowship program for 2017. The program provided San Jose with
technical assistance on transforming NSJ into a vibrant, urban, mixed-use employment district.
During the week of February 14, 2017, a delegation of relevant subject matter experts toured the
area, met with various stakeholders, and received briefings from City staff. The panel developed
opportunities existing in North San Jose, and then gave recommendations for follow-up actions
that the City should consider.

Market Observations:
e NSJ can no longer compete on cost alone

e Competition to recruit and retain talent is compelling companies and property owners to
subsidize amenities

e Successful market solution for major retail may need significant housing development

e Opportunities away from the freeways will need to be authentic and unique to draw from
beyond the Monday-Friday market

Conclusions:
e Promote people oriented development to define a place in NSJ
e Engage natural assets (such as the creeks and valley vistas) as an amenity
e Consider amending the existing land development regulations to support more amenities
e Pilot a green connector route from the River Oaks development to Coyote Creek

e Utilize the Moitozo property as an opportunity for a mix of uses including retail, office
and residential

e  Work with the school district to ensure the success and connectivity of new schools to the
rest of the area

Recommendations:
1. Continue preliminary conversations with stakeholders

2. Establish Exploratory Committee to determine interest, scope, and responsibilities of
organizations

3. Establish conceptual approach to implementation (structure, funding, boundaries, etc.)
a. Forexample, explore feasibility of a Community Facilities District

4. BetaHood+ Placemaking
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a. Promote people-oriented development by allowing density and a mixture of uses,
and engaging natural assets

5. Consider policy refinements, including updating the NSJ Area Development Policy,
amending land development regulations, and transitioning from Level of Service (LOS)
to Vehicles Miles Traveled (VMT)

6. Short-Term activation strategies

a. 1i.e.pop-up events, Ciclovias, food trucks, outdoor movies, concerts, temporary
public art, cultural celebrations

7. Assess the feasibility of establishing a Business Improvement District (BID) and
Transportation Management Association (TMA)

Mayor’s Meeting

To support Council direction to staff to develop a retail strategy, the Mayor and Councilmember
Diep hosted a roundtable of representatives from NSJ corporations, development and investor
communities and other stakeholders. The meeting included representatives from companies
including Cisco, Samsung, PayPal, Bentek, Bestronics, and CalWater; and developers including
Boston Properties, South Bay Construction, and Irvine. The following bullets summarizes the
feedback from that meeting.

e Land use regulations restrict the addition of new retail amenities — the IP Zoning District
only allow up to 10% of building area for retail and developers interested in
accommodating more.

e The City could create an expedited process and fee waivers for building permits on
existing corporate campus sites for retail and restaurants and could get some small, 5,000
sq. ft. to 15,000 sq. ft. sites up and running.

e Create more opportunities for residents and workers to utilize alternate modes of
transportation within NSJ — consider expanding bike share, or working with VTA to
provide EcoPasses that bring the cost of transit in line with the cost of parking in NSJ.

e Consider ways to facilitate short-term or temporary retail opportunities such as
“container” or pop-up retail.

e Corporations currently provide many amenities to their employees (including pharmacies,
dry cleaning, oil changes) — coordination between corporations to demonstrate the
demand for these services could be used to communicate with brokers or retailers in order
to aggregate demand and spur interest in new retail development.

e Developers are interested in incorporating retail, especially near-term/temporary
activation or retail opportunities, but need assistance in creating partnerships with experts
in bringing together these types of activities.
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Staff Recommendations

Drawing on the input from the various experts and stakeholders that have focused on North San
Jose throughout this analysis, staff is considering a strategy that takes advantage of near term
interest and opportunities, builds on existing assets in the mid-term, and looks to influence future
development patterns in the long term. In the next month staff will be working to refine the
following concepts to provide a complete strategy to the full Council.

e Near-term (implemented within 6-12 months): Consider making changes to the Zoning
Ordinance to allow for a broader range of local serving uses throughout North San Jose,
this may include but is not limited to:

increasing the allowable area of supporting retail on appropriate sites,
- creating an overlay district that allows a broader range of uses,

- focuses on developing opportunities for temporary retail and restaurant uses such
as food trucks, container parks, and events, such as outdoor movies, concerts,
farmer’s markets, etc. :

- explores ways to encourage local restaurant or food related uses to focus into a
central destination.

- convening key stake holders to explore collaboration opportunities including a
Transportation Management Association (TMA) utilizing existing assets such as
corporate shuttles, or an organization that would curate placemaking activities in
NSJ (food trucks, concerts, outdoor movies, farmer’s markets etc.)

e Mid-term (implemented within 12-24 months): Focus on connecting the disparate
amenity assets across North San Jose by utilizing different modes of transportation
including:

- engaging with VTA to speed up light rail service,
- explore grant funding and expansion of the bike share network,

- connecting the Coyote Creek and the Guadalupe River Trails through a “green
corridor” along River Oaks,

e Long-term (implemented beyond 24 months): Revise the North San Jose Area
Development Policy to address the imbalance in development that has occurred
compared to what was anticipated. Consider a nodal approach that focuses mixed-use
development into key opportunity areas along the light rail network.

EVALUATION AND FOLLOW-UP

Staff will be bringing forward to City Council a recommended workplan for implementation in
late April. Based on feedback from the Committee, this strategy will include refined findings
related to the current situation in NSJ and articulate a clear outline and achievable actions for
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future work in the area. One of the key elements of the proposed workplan will be assigning
staff from OED to work on implementing the North San Jose amenity strategy and to coordinate
an internal team of the Development Services partners to focus on this important work.

COORDINATION

The memorandum has been coordinated with the Department of Planning Building & Code
Enforcement, the Department of Transportation, and the Department of Parks, Recreation, and
Neighborhood Services.

CEQA

Not a Project, File No. PP10-069 (a), City Organizational & Administrative Activities.

/s/
CHRIS BURTON
Sr. Business Development Manager
Office of Economic Development

For questions please contact Sal Alvarez, Business Development Officer, at (408) 793-6943.



