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>> councilmember herrera: so we do not have a quorum. Do we not have an attorney, either? Should we wait?
>> {'ll call up to ed right now.

>> councilmember herrera: maybe we'll hold off a couple of minutes here. Here comes the attorney.

>> there he is. He's usually here before us.

>> councilmember herrera: exactly. Okay. I'm calling the meeting to order for the community and economic
development committee august 27th. Can we please take roll.

>> councilmember herrera.

>> councilmember herrera: here.
>> councilmember oliverio.

>> councilmember oliverio: here.
>> liccardo and who's the member --
>> mayor reed: ash.

>> liccardo and kalra absent.

>> councilmember herrera: hopefully they'll be joining us shortly. There's nothing on consent calendar. Let's
have our verbal report on economic development activities with nancy kline.

>> thank you very much, madam chair. I'm happy to report to you and will be distributing later for full public
review, it was last we met in june, and it was an incredibly busy past three months. There is a rather lengthy
report on all the economic development activities. I'm just going to breeze through some of the highlights,
because a lot happened while we weren't here. The first i want to mention, if we'll go forward, is in june, we had
the fierce 5 who were at -- it was a very big deal at hp convention center, and many years in the making, to have
the olympic trials here, and the first ever that the trials, the outcome was that the team was named at the

trials. There was a lot in the gymnastics community that talked about the strength of that event, how it jelled the
team, and that gave them a lot of momentum to go in and actually win gold as a team sport in the olympics. In
addition to that, the earthquakes have had a very successful summer, and they are leading, number 1, in mls right
now, major league soccer. And many of you probably are aware that this past saturday the earthquakes
announced that they will have their groundbreaking ceremony for the stadium on october 21st at noon out on the
site, so i'd highly recommend that all of us be there. It's going to be a thrilling event. Then there were many other
very exciting things that were happening in and around San José. You see a great number of names there. One i
want to mention is smtc that actually almost didn't make it up on that list. But smtc is a pure manufacturer, they
are a contract manufacturer. And it is the heart and soul and guts of contract manufacturing here in silicon

valley. They had a wonderful opening where they expanded by half again what they are doing, and they are
working with name companies bringing on-shoring, doing excellent manufacturing right here in San José. Also
wanting to mention that cisco is moving forward under the traffic improvement fee incentive program where
they're putting up a significant set of garages that will allow them to intensify the campus, which is very much
about adding jobs. And then in addition to that, you had samsung with a major announcement that there will be
additional r&d, a very important r&d expansion in San José happening in the near future. That there was the
opening and ribbon cutting for polycom up in north San José as well as the opening of flextronics in north San
José, two extremely significant manufacturers and their headquarters here. Hamhai investment has a significant
incubator with many, many chinese companies in north San José, as well, and hamhai is looking at a completely
private incubator that's also looking for other buildings to invest in. So that's very exciting, because we'll work with
those companies to hopefully keep those folks here as they continue to grow and expand. | want to also mention
the del grand auto group. Del grand has 12 dealerships in their group. And in San José alone which i believe it's
eight of the dealerships, generate over $2 million or approximately $2 million worth of their activities which is



particularly great for the city. And last month, we had the opening of the hyundai dealership which is a flagship
dealership for them. Also wanted to take a couple of minutes to highlight some of the things that the work2future
is doing. The business open space, business owner space, sorry. One of the things they're doing is working with
the construction trades and turner construction in particular for a seven week intensive technical assistance
course for small businesses so that they get jobs as part of upcoming and ongoing construction work, including
bart and the extension. So that's very substantive. There -- work2future and boss are doing extensive work to
make sure that small companies in the local area can take advantage of the growth that's happening. Real estate
had several different items, continuing to make sure that city business, rights-of-way, entries et cetera are done
downtown. There was a very successful event, a little bit of a new model in with cornish and carey, with the
downtown association and the city are working to update marketing materials that we all jointly use to market new
tenants and expanding tenants. And then perhaps this is the last but certainly not the least. | wanted to make
sure we were mentioning from the office of cultural affairs, they are going to do a major event that's being
attended by at least a couple hundred people nationwide during the zeroone festival. They will be doing a
symposium, and it's very much about place making and creative urban culture. So it will be done in the context of
zeroone, but it's going to be exciting, so we would like to invite as many as potential to participate. And it will be
very interesting, hoping we move yet further in implementing gp 2040. With that i'll turn that back to the chair
unless there's any questions.

>> councilmember herrera: any questions? Okay. | think we will be moving on to our customer service
improvement initiative. As i think joe, joe or --

>> joe horwedel: laurel prevetti and kurt jacobsen will be making presentation.

>> laurel prevetti: thank you. While the slides are loading up we'd like to give you a brief update in terms of
where we are with the implementation of the customer service initiative. As you recall the whole purpose of this is
to really encourage and to facilitate successful partnerships between the city and the development

community. The whole premise of this is to really have three outcomes. One is that we want to make sure we're
providing detailed review time lines and that we measure our progress in meeting our performance targets. As
you know, time is money in the development business. Second, we are looking at building consistent and ongoing
communication, in june you recall that former councilwoman pat saucedo currently with the chamber of commerce
joined us and provided specific comments on the customer service initiative. So this afternoon we'll explain how
we've incorporated those comments into the product. And third our goal is that we want to have swift issue
resolution. As you know, sometimes we have different voices in city hall with different opinions, and so we want to
make sure we can reconcile those different perspectives quickly so we get on with the business of building our
city. What we are doing is attaching time lines to the customer service initiative. So at your place committee
members you will see the overall structure of the customer services initiative. It identifies what our key outcomes
are in terms of what customers can expect from the city as well as how customers can better help them cells
influence our development process. Right behind that are the time lines for our planning, excuse me our building
and fire review. We will be putting our planning time lines on this as well. But the goal is that as each application
is submitted, every applicant will get a copy of this. So they will know what the customer service expectations are
as well as the time lines. The next slide identifies how we've incorporated the chamber of commerce comments,
and then again at your place is the more detailed spreadsheet. You've seen this before. Lee butler who was
formerly with our team walked you through the major work plan items. As we mentioned before this is a staff-
driven process and staff have identified where those ongoing items the items in gray that we should be doing,
what are the items that may take a little bit of investment, and those are shown in green, medium term would be
yellow and then the pinks are the long-terms. All of the blue commentary that you see in the spreadsheet or the
bold words up on the slides are really the great input that we got from the chamber back in june. So we've taken
those comments to heart, and we have incorporated them into the work plan for this. So certainly, modeling
excellent customer service is critical. The chamber is very prime on making sure we have meaningful input, not
just timely, but that the comments are actually useful, that they're complete, and that if we do need to hand off a
project between staff members, that we do it in a way so that the customer knows to whom they are going to be
working. So this is just a sample of how we've incorporated those comments. The next slide i'm going to turn it
over to the chief to explain how we're implementing the customer service initiatives.

>> good afternoon. Basically, we've -- that's too loud. So we're going to be providing the initial handout, the front
page and the subsequent back page to the customers as soon as they make this admission. So they have a clear



expectation of what's going on. In light of the mpps, management performance plans i believe they're coming up
next week. I've already identified some of the verbiage in there, in addition, hired one additional engineer and four
associate engineers. What we did is go through and changed ought of the questions. In our eyes we have always
been able to get someone technically sound in whatever practice they needed. But the harder part was getting
someone with those soft skills. We went through and changed all our questions, in the initial hiring and the chief's
interview, make sure people understand. We can train you on the technical, we need you to have the soft

skills. And then, ongoing, the meetings with the chamber and the development community, just providing them an
opportunity to give us feedback.

>> laurel prevetti: thank you. And with that we're available to take your questions. | do want to also acknowledge
the committee's work and the memo that we did get back in march of 2012 that very much informed the

product. Again, this is very much something that we're committed to demonstrating our commitment at the staff
level is absolutely critical to welcoming businesses to San José and keeping the businesses that we have. Thank
you.

>> councilmember herrera: great, thank you. Questions? Sam.

>> councilmember liccardo: thank you very much for the work and for the presentation. | just had a question
about this page, this chart, which i know will be provided to customers. My understanding is, this chart is
something we've had before. Is that right? What's different?

>> laurel prevetti: it's really getting the word out there, that about what those expectations are for timely delivery
of service. What will be new is adding the planning time line so that they can all line up, and at one glance, an
applicant can see what's expected. We are looking at other time lines for projects of key economic development
importance, in having expedited lines. So this does not reflect the expedited but rather, this is what the regular
is. If someone's in the expedited line they'll get those time lines accordingly.

>> councilmember liccardo: okay, so this will be something that will be standard with every application, i'm sorry
joe.

>> joe horwedel: the one comment i wanted to make especially in the building side of things, that's where we're
the most backed up right now and where we're not hitting those targets. We have ramped our hiring up to go back
and get ourselves into closing the gap. But this is what our business model and staffing is built around, delivering
this.

>> councilmember liccardo: okay. So then, when a customer calls and says, i was given this, but rather than it
taking 25 days, for us to get through building for our architectural and structural and new commercial, it's now
taken us 45 days and we still don't have an answer. What's the next step?

>> joe horwedel: so the next step is probably the use of our peak staffing, and retirees and such, where we've
been using elsewhere, where we are seeing we aren't hitting those we escalate our staffing capacity to deliver on
that. We also go through and look in places where we're not hitting on the first can we go through and make it up
on the subsequent reviews so the net result is the same?

>> councilmember liccardo: that's mechanical, electrical, plumbing is the case --

>> joe horwedel: no, where you see subsequent, 13 days --

>> councilmember liccardo: oh, subsequent, i see.

>> joe horwedel: so those would be second additional rounds of comments on it that can we go through and do it
in seven or eight days rather than 13 days to start making it back.

>> councilmember liccardo: are these review periods, do they have to be sequential or can they be concurrent?



>> joe horwedel: the building, fire, mechanical and fire protection, electrical, plumbing, those are all running
parallel, they're not running sequential. The sequential piece is if there's something that the building doesn't

comply with code, they need to come back with revisions that we comply with code, and that then starts that
subsequent review cycle.

>> councilmember liccardo: yeah.
>> joe horwedel: so we can't do that --

>> councilmember liccardo: i guess i should have clarified with my question, those three general categories you
have there --

>> joe horwedel: right. Those all run in parallel.

>> councilmember liccardo: theoretically if all went really well for this customer, they could expect in 25 days all
three of these categories have --

>> joe horwedel: the first review back on all three, yes, that's the goal.

>> councilmember liccardo: okay, thank you. And then so this is on one side of that piece of paper and on the
other side is --

>> laurel prevetti: are the expectations. Right. We thought this was very important to get this staff-driven
language out to the customer. Again we want to be very clear about our commitment to excellent customer
service, how we provide information and that we're geared to having a solution-oriented approach. And then again
we want to make sure that customers can help themselves by being informed, responsible and also joining us in
this partnership.

>> councilmember liccardo: i sy see there's a phone number on the back second page. Who answers that
phone?

>> laurel prevetti: this is our general development services phone number. | know there's been interest for quite
some time to have an ombudsperson. We are working to fill the two positions that council has given us, the small
business ally position as well as lee butler's former position, the expediter. So the expediter would likely be the
number, and as you know maria angeles is our interim project manager, and she has joined us here today at the
committee.

>> councilmember liccardo: great. So will that phone number or will there be some e-mail address be
prominently displayed where, when someone has got a gripe, they know exactly where to go to wide a sense that
there's going to be any --

>> joe horwedel: retribution.
>> councilmember liccardo: yes.

>> joe horwedel: that's how, on the inspector job cards, we've put that there, it says here is my supervisor,
phone number and name right on the job card, with the goal about their job is to help resolve things that come

up. And we just say things are going to come up from time to time. Please work first with the engineer in this case.
But if we can't resolve that quickly to your satisfaction, here is how to escalate it.

>> councilmember liccardo: so that phone number won't appear because it is going to be specifically the
supervisor, is that what you are saying, joe?

>> joe horwedel: right, is that the numbers would be in the letter itself, of the comment. That at the middle piece,
where this piece is coming in, we aren't normally even going to know who the plan checker is going to be and who
their supervisor is.



>> councilmember liccardo: appreciate that challenge. | guess what i was hoping was that there would be a
number other than the person working on reception, going down, at least is going to be challenged to do much
more than sort of take a message i would imagine. Is there any means of being able to provide, if not a live
human being at least an e-mail where you know reliably someone is going to be looking at that?

>> joe horwedel: where someone's going to be looking at that?
>> councilmember liccardo: exactly.

>> joe horwedel: hadn't put that in thus far. Let us go think about that, what the benefit of that would be. We're
trying to temper it to have not the automatic free pass to end run the system.

>> councilmember liccardo: and i can appreciate that.

>> joe horwedel: what we have now is everyone wants us to then look up their zoning, because they don't like
the fact that they had to wait for somebody to look up their zoning.

>> councilmember liccardo: yeah, understood. To some extent that end run will exist no matter what. | mean,
they'll call my office if they don't have the phone number here, at least based on the call volume. Thank you.

>> councilmember herrera: other questions?

>> councilmember oliverio: thank you. And then on the numbers that you've laid out, are those -- how do those
fare as far as other jurisdictions? Are these plugged in just to show, or these are --

>> laurel prevetti: these are all working numbers, and they've actually worked for us for a good amount of
time. As joe was mentioning earlier we have more demand than we have staffing. We're not quite hitting these
targets today but we have been able to successfully meet them in the past.

>> joe horwedel: ithink where your question is going, how do we benchmark our time to review compared to
other cities around us? There is not a real good benchmarking that is out there. We tried it with planning about 15
years ago, and how we measured was different than everybody else, so it was a bit apples and oranges. | think
what -- i guess i don't have a good source of benchmarking back. | have stories, and it's a -- but unfortunately i
don't have anything stronger than that.

>> councilmember oliverio: i appreciate your reading my mind on an unclear question. Secondarily, when you
looked at allocating resources, did you do your best to favor key developments that the city really wants to see
happy, i.e. tax base, jobs, et cetera?

>> |aurel prevetti: economic development is the key priority right now and that's how we're organized.

>> councilmember oliverio: i know we probably get calls from a resident that has an issue with a fence and that's
important enough but i would hates to see staff being taken off a 1 million square foot project in north San José to
manage that. So i just want to make sure planning staff are managing those priorities correctly.

>> laurel prevetti: we are. And we're looking at other ways to deliver that service including improving our website
and other modes so that way people can help themselves as well.

>> councilmember oliverio: and inherently, middle and senior staff all planning is, time is taken up with people
that don't pay fees, meaning people that are typically against development and will try to find any and all
information on how to you know slow things down. Is planning staff managing that workload, so knowing where to
spend the time?



>> laurel prevetti: we get public you know records requests and those we do have to comply with to the extent
we have neighborhood or other people who are opposed to projects, that's built into the development review
process. And so we answer those questions as they come in as part of the fee-covered service.

>> councilmember oliverio: do you feel those requests need garner senior planning staff?

>> laurel prevetti: well, a lot of times they are just searching for information. So we've guided our staff in terms of
how to cut that off. | think our staff have done a very nice job respectfully responding to the community

members. | know we have one item in one of your council districts right now where there is just endless requests
for third-party analysis, et cetera, and staff diplomatically and very gently you know, says it's not the way we
review cell towers in the city of San José, thank you very much. So trying to do it as streamlined as possible. But
there's always going to be yet one more question and i think staff has learned how to manage that.

>> councilmember oliverio: and have you found oftentimes that information is readily available on a staff report
or a link that staff can just direct them to versus talking them through it for an hour?

>> laurel prevetti: and they use e-mail. Because e-mail is the preferred mode and that way the community can
share it with their colleagues and that seems to be a much better way of getting the word out.

>> councilmember oliverio: thank you.

>> councilmember herrera: what percentage in terms of the numbers we're looking at here what percentage of
the time are we hitting these numbers just to kind of get a sense of where we're going?

>> joe horwedel: i think for regular plan check it's zero, 10%, 20%. 60, that of all plan check. That is for all of our
sti and iti for regular review we're 60? Okay, so 6% for a regular review we're hitting it right now of all these
targets. For all the special processing, we're hitting those into the high 90s, because that's where we're putting our
resources, that's where the economic development is at. Which does create problems, which is why we're trying
to fix that right now. Because it pushes people into the expedited reviews or they are trying to find ways to get in,
when they really -- it's not appropriate for a project to be in there, which causes us to spend extra staff time kind of
fixing that so our goal is to get there by the end of summer early fall is to be back where we're hitting these
consistently.

>> councilmember herrera: so we want to be --
>> joe horwedel: our goal is 85%. 85% targets and 85% next day inspections. You might remember in the
springtime summertime, we were in the 40 to 50%. We're back today hitting the 85% next day inspections

because we ramped ourselves up and we have qualified people there.

>> councilmember herrera: that's a good point. So we don't want to drive people into that sgi program where we
actually really need to use those resources for the --

>> joe horwedel: right, and it's a more expensive process and we --
>> councilmember herrera: -- key projects and not good use of money on either side.
>> joe horwedel: -- want to be price-sensitive.

>> and then as far as the fireside, the last set of numbers i got from my senior engineer today, architectural we're
at 93, fire sprinkler 100, fire alarm 100, haz-mat 100 and haz-mat systems we're at 86.

>> joe horwedel: so again we went through and ramped up the staffing there and were able to get people on
faster, so it's able to fix that. And we just brought four plan checkers on board in building so catching up at that
end as they start hitting their stride.



>> councilmember herrera: iappreciate this, and just even being able to look at the targets and giving people
information of what they can expect i think helps, providing that information will help the process. So i appreciate
the responsiveness to our request for this kind of process and process improvements. On the soft skill side, we're
talk going hiring new folks and really paying attention to soft skills and not just the technical side. What about folks
that are already working in the system? Is there retraining, is there additional training?

>> it is the perfect time of the year. Performance evaluations for every associate engineer in our shop are due
right now within the next few weeks. So these things have been written in and we've even talked about with laurel
is attaching this page into their performance report, just like everybody in their annual performance report says
that they know the gift policy, they know the sexual harassment policy, guess what, now you now know this policy
also, because it will be attached to the performance evaluation.

>> councilmember herrera: is there any additional training needed for that to help improve the skills, or is it just a
matter of, hey, here's what needs to be done so far, do you think?

>> go far.

>> joe horwedel: i think it's going to take some training. It is one that we, in the past good bad or otherwise hired
a lot of really talented individuals for their technical skills and really weren't looking at the soft skills as much. This
time around, as you heard from curtis, recruitments we have been doing across the organizations have been
around the baseline of technical but really hiring based on soft skills, and including not passing individuals off of
probation based on soft skills rather than technical skills.

>> councilmember herrera: do you see those skills changing the percentage of -- changing the effectiveness, in
terms of our -- do you think that helps, or is it mainly the bedside manner more than actual changing those
numbers? Will they make decisions differently, will things happen that will actually give us better numbers in terms
of response?

>> joe horwedel: i think we'll see a little bit happening with the numbers. | think the bedside manner will help with
where we're not hitting the target of how we help the customer kind of still keep moving. And where there are the
kind of the gotchas of three different regulations that are conflicting is how do you go through and help that
customer really work through that, rather than admiring kind of that wreck. But you know the reality is, is that even
the best customer service person, and i think everybody would consistently say lee butler was exceptional at what
he did, he was drowning. So it's just you can only go so far and deliver that service if there isn't kind of
somewhere to go through and save yourself. And that's part of why we're pushing on some of the staffing is to
make sure that we're not putting staff in a position to where they've got an impossible workload and then you
know a whole bunch of communication that needs to happen on it. Because it's one of the places where you're
going to cut just out of survival as a person trying to get your job done. If you can never get to the bottom of the
pile you are going to be shorter with people and that's not what we want to instill. We want them to have the time,
whether it's an inspector or time checker, that they have the time to spend the extra five minutes or ten minutes
and try to help work through something, rather than just kind of that's the best i can do i'm going. And you know i
think we've put staff in this position to fail in places where that really wasn't fair to the staff. So i think resources,
we're focused on that but i think then the how do we help staff really fully live of you know how we've talked about
this here to really give them the right vocabulary and kind of the right thought process of how to work through that,
then it's not just you know code.

>> councilmember herrera: it sounds like if things could be done the first time around that would save

time. Because couldn't the client then, the person coming in could make a time take longer if they didn't get the
right answer and keep calling back. So it sounds like this communication actually could, better communication
and that interface could actually shorten the time frame.

>> joe horwedel: and that's why all the sti and iti programs we run in building and fire work so well is that it's truly
a partnership, it's not kind of platitudes. They bring in their team and our team is there and the joint goal of
working through the issues, you're not playing gotchas either side. It's how do you work out there with the

permit. That's the expectation of every party, every person.



>> councilmember herrera: i had another question just on the numbers. So on subsequent, is there always a
subsequent, or can things happen -- is that always a necessity, or -- just understand the process?

>> joe horwedel: ifit's required that's --
>> councilmember herrera: so sometimes it's a requirement that's got --

>> joe horwedel: usually for a regular review project there is some follow-ups that need to happen. The
difference between sti and iti is, we do a lot of that in the room. We essentially do the corrections in the room
together. Because their people that can make those decision, that design work, are in the room. They're not
offsite, as opposed to regular review.

>> councilmember herrera: the website, i hear a lot about people wanting more things handled on the web, and i
know you guys are working on that. What do you need -- probably money you're going to say -- but where are we
on the website and having more things available for people on the web?

>> laurel prevetti: we are working with the city manager as we do the citywide upgrade of the website which is
expected to go live either later this fall or early next year. But in addition we're working with work2future to see if
there's a better front end to the development services website. So that way, if you're a restaurant, you'll know
what do i need to do to open my restaurant if i'm a small business, what do i need and what's different? So we do
have some resources, thanks to a federal grant, and so we are working on that. We've got a very short time line
so you should see results from that later this fiscal year.

>> councilmember herrera: great because i hear a lot of small businesses asking about that. So i think that can
provide some value that people would appreciate. And last, i want to get back to councilmember oliverio's
question about benchmarking. That's one of the things we hear, people coming i go to this city it happens this
fast. Is there anything we can do to sort of compare apples to apples? Because you know we're more big city
we've got a certain type of work coming in here you can't compare us to you know some little small town, it's not
the same i don't think. But would i like to be able to answer those questions when i hear them from people.

>> joe horwedel: yeah, it is a very appropriate question. It's why we do the benchmarking on cost question is at
least a little easier to do because of adopted fee charges that every city has. What we found with the
benchmarking and time frame is that we measured traditionally start from the day the application came in the door
whatever condition it was to when it got decided. Most cities only look add how long it took them to respond to the
comment and individual cycles which is what you're seeing here. So it's partly we're going in that direction to see
how well we do under those, and then to start asking questions of the other cities to see if they want to share that
information. So i think it's a project that joint venture silicon valley worked on previously to do some benchmarking
across the region. And i think would be a good project kind of that level to go do. It's a tremendous amount of
work for any one city, the staff work. That's why we only do the benchmarking on fees every other year, because
it's about a half fte to go through and do that work.

>> councilmember herrera: but you're saying that what we hear is maybe not apples and oranges, it's not apples
to apples, that's a good point. | appreciate you bringing that out.

>> joe horwedel: well, like an office tenant space. We went through and did several floors of the sobrato building
oracle building for tenant improvements, and we did those essentially in a day, for floors of a building. So we also
go through and do tenant improvements for a regular space that may take several weeks to a month because it's
going through regular review, we don't have everybody into the room together. So it's just an apples and oranges
comparison. I'm extremely proud of the speed at which we operate in those programs. We've built them to run fast
but not every project is designed to run fast. And that's kind of the challenging piece. So what we hear from our
customers about that service they are very happy with it they wish other cities had that. So i think where we fall
down is our regular service delivery.

>> councilmember herrera: thank you for clarifying that. So before we vote did you want to say something?



>> councilmember liccardo: yeah, i just wanted to follow up. On the numbers that we have here in this chart,
when we sat down with the chamber development round table and other folks, are we content that we are setting
the bar at the right level? That is, are they telling us this bar is high enough? | mean notwithstanding the 6%, are
they telling us that this is something that is satisfactory to the business community?

>> joe horwedel: that is -- this chart is the result of a conversation we had with our customers about five or six
years ago where we laid out a couple of different service options, how fast do you want us to run and here is the
cost that goes along with that. Decide how you match up quality, speed and cost, pick two out of three, we don't
care, there's just -- pick two of the three, and then we'll go around and deliver around that service. | think that's,
you know, what we are focused on is how to go through and get the commercial guys running faster and

faster. They've been very appreciative of that. The ones i feel really the worst about is the ones we don't hear
from, which is the person trying to add onto their house, has a summer construction schedule and they spent the
summer trying to go through and get designs planned and approved.

>> councilmember liccardo: i'll follow up with how folks deal with it. Just follow up on one other thing that
councilmember herrera mentioned. With this website i assume that there will be some purely ministerial permits
that somebody could get online that don't require the discretion or judgment of somebody sitting at the window or
anyone else. Is that right?

>> joe horwedel: we already have those today have had them for a number of years.

>> councilmember liccardo: and are we content that we have sort of squeezed those potential ministerial permits
out of the system so they're not included in the workload of folks who are having to make the decisions that move
this time line?

>> joe horwedel: we're always looking to see what else we can stick in there and some of it as the world
changes, a plug-in electric for cars is probably going to be another one that will show up in there. What we find is
if we run too fast with it, it creates train wreck when it's out in construction, so it's a mess to fix. Construction on
photovoltaics on rooftops, we have a regimented process that works with the contractors about how to design
them, do the specs so when we walk out on the job site it's done right and we're able to do that with one
inspection. Dealing with plug in electric we have houses that are 100 years old and two years old. And the
systems are radically different and the homeowner typically doesn't know about that. So for now we're holding off
on those but at our commercial properties being able to add in plug in electric is something we'll be able to do
online and not have to come to city hall. Really we're looking at where is it we don't add value being in the permit
center and how to use the web to essentially not have people come into the permit center.

>> councilmember herrera: before we vote on this we have one person to speak, david wall.

>> good afternoon, your honors and associated folks in the gallery. Three items i'd like to discuss. I've noticed
over the time period that fee waiving or reduction in fees has been almost commonplace to entice this business or
that business. Whereas other businesses might accept it, i find if the fire department has to take that type of
attitude, i don't accept that. | want to make sure that the fire department, especially fire prevention gets fully
funded from all these projects. The time spent on this chart must be considerable. Whereas, i can't comment upon
the direction or the management practices, it would be nice to just see how much time this is, and if it becomes
burdensome and oppressive, to make mention of it public. As well as making public these nice little charts that
certain people in the audience got but the public did not get. Or not all the public got. Lastly, i hear no
commentary about the time line to respond to the legitimate complaints of the people that bought into the santana
row residential urban village-esque type environment, with reference to the noise created by these clubs, the
patrons firing up their engines or honking their horns late at night. This is serious business when you put a lot of
money down to live there or live like that and then you have to lose sleep. | would like code enforcement be given
a directive to come down with a vengeance on these noise polluters and extract the necessary fees, fines and
what have you, to bring these people that cause this problem into submission. Thank you.

>> councilmember herrera: thank you, david. We need a motion to approve the report.

>> councilmember liccardo: motion to approve.



>> councilmember oliverio: second.

>> councilmember herrera: all those in favor, aye. We'll move on to implementation of north San José plan. |
think joe horwedel and chris burton are going to talk to us about that.

>> joe horwedel: we'll get started. So we do thank the committee for time today for us to walk through north San
José and how we've been doing with the level of development and starting to look forward in the future number of
individuals have already started thinking about phase 2 and we want to kind of put a little context to that. So we'll
go to the -- a reminder of what the goals in north San José were. These were about adding 83,000 jobs in north
San José, this is an important part of our goals with the envision 2040 of making San José balanced on jobs to
employed residents, that's accommodated for about 27 million square feet of industrial. This is net new industrial
square footage. Adding a tremendous amount of neighborhood retail to serve the residential and industrial
businesses, recognizing large format retail belongs there, as well as hotel rooms. We also include within the plan
32,000 housing units in a high density format and this is really the mitigation for the traffic from -- adding 83,000
jobs in north San José. We realize it's important to have integrated communities that we build in north San

José. Makes us competitive to the workforce that we're trying to attract in north San José but we really want to
make sure it happens integrated with the industrial we do in north San José. It's built on a framework of bicycle
pedestrian improvements transportation improvements including bart light rail access to caltrain in the area. And
we did the unique project of doing an eir that covered all of that development for four phases in north San

José. So of the industrial areas we had a -- whoops -- so we had a commercial goal of serving 1.7 square feet --
million square feet, we've done about 150,000 square feet of that. So we still have a lot of capacity there. The
large format retail, about a million, we've done about a third of that. And you can see we've done about a sixth of
the goal of hotel rooms in north San José with the second hotel we're working on right now, in the commercial
area. On the industrial front, our goal is for the first phase is 7 million square feet. Thus far, we've got the million
square feet of development we're working through with the traffic improvement impact fee. What's a little bit
misleading about that is that we have all the development in north San José uses that industrial traffic fee as a
way to calculate their fair share of traffic improvements. So when you guys are looking at that it's about actually 2
million square feet of development that has paid traffic fees in there. What's the thing we haven't talked about in
the past you see demolition 1.5 million square feet. As we've done development in north San José to build the
development where it's going to talk about today we tore down 1.5 million of development. Really to get to phase
2 we need to build 8.5 million square feet not just 7 million square feet. It is one we still believe is a very important
goal to be focused on, just want to make sure that we're focused on getting there. On the residential front our
phasing is 8,000 units. We have entitled 7826, that means, the quick math is 174 units that we have not

entitled. Those are all affordable units. As you see there today phase 1 our goal is 80-20 affordable market rate to
affordable. Right now it's actually 92% to 8%. That's been a very deliberate decision of the staff and of the
council, that we've worked at opportunities along the way to make that decision in phase 1. What that means in
phase 2 is that while we're showing 80-20 as the split in phase 2 we also need to make up the phase 1
difference. So really the 80-20 is going to be 70-30 or 65-35 to get things balanced out. Graphically, sorry
assaulting the senses with that orange there. What i wanted to show was, on the left-side of this is the industrial
square footage. And what you see, phase 1 is our target of how many million square feet, that's the 7,000 you see
there. The yellow area is reflecting the 1.5 million square feet that we tore down. So really to get into phase 2 we
need to go through and fill up that full bucket. Right now we've done what you see in the blue part of that of the
actual progress of about 2.5 million square feet. On the residential side you see we've been much more
successful, of the 8,000 units in phase 1, we've done 98% of that. So that is one that really our focus is that staff
has been really on the commercial -- industrial side of that, and as the council in adopting the incentive for traffic
fees, is that same goal of how do we get less orange and more blue in that phase 1 chart. So the development
incentives we've done is we do have a 1 million square foot incentive out on the street. At this point i think we are
oversubscribed, which is a nice thing to have happening right now. You see the picture of the ellis partners
project, a 600,000 feet, we are finishing up the planning review on that and we'll be taking that forward for a
director's approval here shortly. Cisco is looking at their campuses for adding parking structures into their existing
sites. They realize they have enough building space but they need to pert utilize that and that means more

traffic. That was built into our traffic fee for north San José, in this case it's equivalent to about 160,000 square
feet. | think that's for two of the buildings, and we have a third site that they're looking at on their older site on the
west side of north San José. And then lastly, samsung, we just signed an mou for them. We are still working on
the square footage. They have an existing campus in north San José of about 300,000 feet. My sense is, we'll
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probably be looking for about 350,000 feet out of the traffic incentive pool to use for that development as we work
through the numbers with them. But as you can see that adding those all up, that exceeds a million square feet.
So that's one thing staff is working through now is how do we continue to encourage projects moving forward,
and how to go through and give them certainty about the traffic fee so they can market the property, and how do
we go through and meet the commitments we've made thus far. So staff's working on that piece right now, and
potentially coming back to council for some additional discussion. This is something i just want to put a little bit of
a context. We started in 2005, in doing approvals for north San José. And by 2014, 2013, we will have had all the
residential construction finished or at leaves underway. The industrial, to get to phase 2, our guess is that we're
looking probably 2020, is that to get the 8.5 million square feet, there's a lot of work in front of us. The market's
got to stay strong for a sustained period of time. It's probably into the next cycle and maybe even another cycle
beyond that to get there. So partly is wanting to go through and temper enthusiasm that some property owners
have about wanting to jump on board for phase 2 residential, that there really is a quite a long wait and as we've
told the developers around that, being first in line is not going to guarantee you a seat -- those units. We are going
to, as the council and staff and community want to have a conversation about what are our goals when we get to
phase 2 for both jobs and residential. And we should be very discerning about how we move forward, just as we
did in phase 1, probably raising the bar up a little bit more. We are still spending a lot of time in the existing
buildings in north San José, in kind of repurposing those. These are all companies that have taken existing
campuses in north San José and have renovated them, taken buildings built in the '80s and brought them into
today. Which ten years ago, people said was never going to happen. So it is one of kind of opportunities do come
out of having the space we had available. We think that the process we've been running with sti, the outreach with
the brokerage community, really changing the story of San José and what we can do for them is paying off. But
we got to go through and just keep pushing at this, keep pushing at this, because it is against the inertia of the
valley for us to be the choice. Everybody wants to be in palo alto. Everybody wants to be next to google in
mountain view. So we really need to be the kind of the no-brain answer is just like, it's the obviously choice is to
come here. And so we're working at that but it takes you know companies like this, that they see the value in

that. They invest in us. And we're thankful that they have chosen San José to go through and grow their
companies. So that is the presentation on the activity of San José. We also have a presentation on the habitat
conservation plan as it relates to north San José. Because there was a question that i think committee member
liccardo had asked about the western burrowing owl and how it affected development in north San José. So i'm
going to try to do two things probably and try to do it quickly through, probably wouldn't succeed there. One is,
that the habitat conservation plan is coming to council over the next couple of months. So there's a series of
committee, planning commission, and council meetings that you'll start seeing at the end of the presentation. So
this is a little bit of a reminder teaser of what's coming forward on that. So it is a 50-year plan. It's really our
general plan for endangered species in the valley. Both state and federal regulation. Has lots of cute things. More
cute things. It is really built around a reserve system of 50,000 acres over 50 years. So it looks like a big daunting
number but it is over a 50 year horizon so we are looking at that long term strategic view of things. It's focused on
buying land and easements from willing sellers. We don't have the ability to use eminent domain to go build this
system but it is really looking at how the county is structured today, land uses and kind of putting the best plan
together around that. Next. Focused on restoration of habitat, and really, bringing back the species rather than
just treading water with species that have had real challenges here in the valley. Next. We are focused on permit
streamlining, that's kind of like an oxymoron i'm sure. But it is one as part of this process we have engaged the
army corps of engineers in obtaining permits for what would be their smaller scale projects through a what's called
a regional general permit. We are trying to do a similar sort of thing with the regional water quality control

board. Not there yet with them. Army corps, i think we have made a tremendous amount of progress. They see
the value in what we're doing with the plan in standardizing mitigation and impacts. | really -- this is built around
being an insurance policy of the future, because it is a 50 year agreement between us and the resource agencies
about how we will deal with species that are not yet endangered. So not knowing where the future is going to be
for things like the burrowing owl, we have tried to go forward and put forth what we think is doable and you know
all that back and forth that goes on in negotiations seeing if that works through. So in the burrowing owls itself,
most of the burrowing owls in the country are in the north San José bay land area so we'll drill down a little bit on
that. We do look at have a long term plan to reestablish them in the south county so that's part of what's built into
the plan. Next. That looks really convoluted and complicated. This took several pages of government regulations
to make sense of it so we won't go through all that today but the goal is to try and have a process with the fish and
game service who regulates owl that we can go through and essentially decision tree, you know what time of year
sit where is your property located do the owls live there year round or are they there part time request is it a big
issue or is it an issue of writing a check? Next. There are fees that are built into this plan and i just realize that has
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that old number of 19,000 for burrowing owl, it is more like the 40,000 you see with serpentine. With the fee
structure one of the things we spent a lot of time doing is put the cost where the impacts were and tried not to do
things that were creating subsidized development of the wrong kind. We still have to deal with the zoning d
nitrogen fee and staff will be putting forward some representations around how to deal with that. Next. So in north
San José there's three aerials that i want to walk you through. Here is the treatment plan buffer lands. The yellow
circles show a buffer around where owls have been observed nesting in the past. And so this matches up with
where we see owls in santa clara, milpitas, in north San José, and it goes further north all the way up around the
bay lands up into palo alto and up into newark. Next. Around the airport area, most people don't realize San José
international airport has a thriving population of owls, less than they used to, so i guess they're not as thriving as
they have been. But you also see along first street there have been owls that are nesting on some of the large
vacant properties along north first street and that was the concern that councilmember liccardo asked. In the
discussions and why that matrix or decision tree got put together was trying to help the fish and wildlife service,
fish and game service really take their proposal of the burrowing owl and see how it affected properties such as
these. These are properties that fish and game service has stated that they do not intend for -- to becoming owl
preserves. In the past the goal was where the owls were the owls would stay. They recognize this is the heart of
silicon valley, this is kind of the economic engine, this is not the place for the long term survival of the owls they
do not belong here. So the habitat conservation plan builds a mechanism that would allow projects to move
forward where owls have existed in the past, and then under what circumstances were there owls today, how you
would deal with relocating the owls off of the properties, on a kind of time frame. So in the next slide zooms down
in. So in this case, this is first, orchard parkway, and component drive. Known as the old bea property, tishman
spire properties that lowe enterprises has purchased. And then adjacent is the atmil site and hewlett packard, or
phillips lumalights now. We have two owl populations that are nesting, had a productive year out there, so the little
fledglings that are out there. These are sites that under the fish and game rules in the past, you would be allowed
during the non-nesting season to do a passive relocation. Essentially put a door on the nest and at some point the
owls would not go back into the burrows and the goal would be to discourage them from going in there and for
them to find a new home somewhere. For the owls population being so precarious in the valley, the fish and game
service has said they would no longer approve the passive relocation like that you couldn't construct within 250
feet of an active nest. What the yellow circles show are 250 foot radiuses. So they do have a consequence to
sites, because we are processing a development project right now for lowe enterprises on this site that puts a
series of high rises and parking garages on the site. We could still move forward with parts of that development
but it would take certain sections or certain parcels to say can't build today. With the habitat plan it does build in a
provision that as we are successful in creating a stronger owl population in the north bay along the bay lands or
and or south county that you could go back and start doing passive relocation. But the plan does have a specific
requirement that says for the first ten years after the adoption of plan you could not do a passive relocation. And
that's been in the draft plan, it's been reviewed. We've been working with fish and game staff about under what
circumstances might we still allow a passive relocation to happen? And so we are working through some things
that may help in a circumstance, some of which we don't have all the information back about how the owls
actually live on this property so i can't tell you today that it would work. But it is one that we have been seeing
good progress from fish and game, recognizing that to go through, and take big chunks of sites like this off the
market for ten years, is not going to be a real popular response that our council would want to hear. It's for them --
you know so we've been working real hard to come up with a solution that would allow the development to move
forward but to go through and give a high likelihood for those owls to actually survive into the next year. That is
the challenge. It is really down to handfuls of breeding pair. Next. So the schedule that we are looking for the
habitat plan is looking at the end of october for bringing to the city council the final adoption of the plan. There is
an eir, environmental impact statement that's coming along with this. It is a major undertaking. We just got the call
today that the document from the printer is showing up here at city hall here in the next day or two in 20 boxes. So
it is like bigger than our general plan. So it is one that we want to make sure that there's time for the community to
digest. We've been working with the chamber of commerce on helping them understand what all's in it and they've
got a working group that's starting up to look at this. You see the couple of committee meetings. But our goal
really is to make sure that if there's questions or the questions are out there, that we've got time to work through
those and not feel rushed in coming to the council on the plan itself and the ultimate adoption of it. So available
for questions on north San José, owls, hcp.

>> councilmember herrera: so this is in a specialized version of the habitat plan?

>> joe horwedel: yes.
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>> councilmember herrera: so more general especially.

>> joe horwedel: broader discussion then on september 24th we want to come back to this committee with the
broader discussion.

>> councilmember herrera: okay so questions on all these topics. Sam.

>> councilmember liccardo: thank you, thank you joe for all that. Can you help me understand why, and on those
north San José parcels which we -- i know we know are economically very strategic, why we can't simply say to
tishman spire, whoever owns the site, well, here is the location where the owls can be relocated, to over by the
wpcp or somewhere else, you're responsible for relocating and making sure they're healthy when they arrive, and
after that everybody moves on. What is wrong with active relocation?

>> joe horwedel: fish and game used to allow active relocation. There is a big battle within fish and game, and
the bird community, about what is an appropriate means of relocating. Is passive better than active? So i'm not
going to try to be the expert around that. It is one that we have invested staff time and resources in wpcp to build
burrows up there. It is having success, and if there -- we are seeing owls moving into those burrows, though we're
also trying to figure out how to do it better. Just recognizing the land that's up there is also valuable for other
things. So part of this is, are there things you know, is the strategy to go through, are we better served to maybe
make the airport a better home, because they're already feeding nesting in this area, they know the
neighborhood, rather than all the way up at the plant? But that's part of what we've been trying to work through at
the plant is what's the best way that a year from now you'll actually have more owls rather than less owils.

>> councilmember liccardo: right, and i know very little about the animals, they certainly look very cute.

>> joe horwedel: cute.

>> councilmember liccardo: yeah, but if you have a lot of them around the airport, i know that planes and birds
usually don't get along.

>> joe horwedel: they usually don't. But unlike seagulls, which fly high, burrowing owls stay close to the ground.
>> councilmember herrera: hence the burrowing.

>> joe horwedel: yeah, the burrowing part.

>> councilmember liccardo: i told you i didn't know much about them.

>> joe horwedel: they actually do well where there's no trees around. Because their predators hang in the trees
and pick them up, as opposed to in the fields, they really have control.

>> councilmember liccardo: okay, so there's no argument we can make to fish and game that, look, an airport is
just not a good place for these birds?

>> joe horwedel: no, it's -- they've been happy that owls have existed out there and seem to have done
okay. With all the construction we're having to go back and make sure that kind of it's still working good.

>> councilmember liccardo: okay, thank you. And then finally on the subject of the larger subject of north San
José an the buildout and all that, you say we're full in terms of the 7 million the industrial i'm sorry, the 7 million
square feet?

>> the eight and a half.

>> councilmember liccardo: the 8.5, the additional -- we are fully subscribed, is that what you said?
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>> joe horwedel: no, we're fully subscribed to the 1 million square feet that the council approved, the $5 a square
foot, sorry if i misspoke.

>> the 2020 is what we're saying, you get close to the phase 1 buildout.

>> councilmember liccardo: so clearly when you establish the 2020 estimate for -- is that actual construction or
is that for sort of subscription where people are paying all their fees?

>> joe horwedel: that was the point where people would have paid their traffic fees which was the trigger to get
into phase 2.

>> councilmember liccardo: and that's usually before occupancy or --
>> joe horwedel: it's usually at break ground.

>> councilmember liccardo: so we think we can get a million done pretty quickly, it's the remaining -- just to
make sure i'm clear about this.

>> joe horwedel: we're about 2.5 today based on traffic fee equivalency of hotels and other things. Another
million feet kind of in the hopper, so about 3.5, we're halfway, third of the way.

>> third.
>> councilmember liccardo: got it.

>> joe horwedel: but to get to the two and a half feet was things like target which was equivalent to about a
million and a half square feet of traffic.

>> councilmember liccardo: doesn't fall from the sky it could be 2020 could be 2030 we just don't know.
>> markets cycles.
>> councilmember herrera: ash.

>> councilmember kalra: thank you for the presentation. We should do the airport west you owl theme, talk
about opportunity.

>> joe horwedel: owls are hip right now.

>> councilmember kalra: i remember when i was on planning commission and you know there was so much
discussion north San José and one of the worries is what we're seeing happen is that a rush to build the
residential and it's a much longer much more difficult process for the industrial to be developed and i guess now
we're about 3.5 million either in the works or at least we can expect sometime soon with still another 5 million to
go to reach the 8.5 million. And 2020 i know, because of market forces really is much more of a guess and the
reality is the council is going to look very different, not going to be us, we don't know who is going to be on the
council to hold the line against the second phase of residential development about so i think at least with this
council this council seems to be pretty consistent and pretty much unanimous in the idea that we need to protect
the industrial land, the land in reserve for north San José but being realistic, there is going to come a time when
someone is going to push for that second phase of residential. | don't know, in all likelihood, someone might be
pushing now but it's not going to happen. But couple years down the line 2018, 2019, maybe we're at 80% of the
industrial for phase 1 capacity. Is there any point that you can see that it would be appropriate to kind of start
leading into the phase 2 of residential before phase 1 is done for industrial, or do you think the council is better
served and your direction to us, at least it serves as a recommendation, is that we absolutely hold the line until
100% of phase 1 is done or entitled for?
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>> joe horwedel: the north San José plan has i think it's a 85% trigger that's when 85% of the revenues have
been collected and we've got the improvements underway. It allows us to go through and start working on phase
2. | think it's going to be really important for the council to go through and be clear about what your expectations
are for both the residential and the commercial, industrial, in phase 2. When we did phase 1 we, as staff did a
scoring, you know, review of all the different projects that came in, ultimately a number of projects went away
because they really didn't provide the amenities, meet the minimum requirements in the north San José
development policy. They weren't providing parks. They weren't putting retail. They were designed as insular
communities rather than connecting to the neighborhood. The whole issue about affordability kind of came late
into the process as we did changes for that inclusionary which is why the 92% is up there. | think in looking at
phase 2 besides dealing with the affordable issue and you know what our expectations are, i think we also should
be looking at the type of development in north San José. Of the units that are under construction, most of those
are four-story wood frame over concrete parking garage. That is a type of construction we build citywide now.

>> councilmember liccardo: blah blah blah.

>> joe horwedel: yes, how do we go through and maybe look at how do we encourage some taller, either
concrete or steel account not 20 story buildings, but eight and ten story buildings. We know the market for
residential is going to be strong for north San José. So what are the things that we the city should be looking for in
order to meet multiple objectives. Part of that is how do you go and use that housing to actually incentivize the
jobs? Today we use -- we tear buildings down and we use the traffic credits for the office buildings we tear down
to give credits for traffic for residential. So they pay a cheaper traffic fee than what these jobs are. So there's
things like that that i think we need strategically before we get into phase 2. | think we need to have a real
conversation about what is it we want to see happen and then how do we achieve it?

>> councilmember kalra: it's not although it is anticipated it is not necessarily a bad thing that residential was
built first is that was part of the goal to bring housing close to the jobs. | think you're right, as we go forward we
have to be much more creative and thoughtful about the density around the cisco campus or place where we
know we have a lot of employees. And the second and so i appreciate that and i agree and i think that the council
should be very cautious about as we approach the 85% at some point you know this decade we lope that we are
very thoughtful about what the next phase of housing will look like. The second part which i think also is not
unanticipated is the large retail versus neighborhood, and that is something that comes up a lot and we always
rely on neighborhood retail. When the housing developers come in they don't want to put retail in there or just a
little bit of it and it just always lags behind the big box and kind of the more traditional shopping center. So maybe
that can be part of the discussion as well as we further you know have higher density housing maybe there would
be more of a need and desire for some of that ground floor retail. If you are going eight ten stories up maybe the
demand would be built in if it's across the street from a large employer. That was something that i think was
discussed a lot how do we bolster that neighborhood retail. Going forward maybe some thoughts for how we can
create some incentives for that type of retail as well.

>> j think that bart coming very close to north San José will hopefully help that as well.

>> councilmember herrera: yeah, i was going to ask, what about some of the transportation improvements, do we
see that impacting the 5 million that we are trying to get to, the phase 1?

>> joe horwedel: well, we have, with each of the phases there is a program of improvements with bills that are
roadway, transit, pedestrian and bicycle that are in north San José and the surrounding area. And then in addition
we have the agreements we reached through all the litigation that went on in north San José with the county of
santa clara for working on montague expressway and then with milpitas and santa clara to get some of the other
infrastructure done in there. So i think you're going to see infrastructure starting to move forward as well, this is
really going to be our only source of money now that redevelopment is gone is going to be the traffic fees we
collect here.

>> councilmember herrera: any other questions? David wall i think you wanted to speak on the habitat plan
portion of this. Just reading what you wrote.
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>> first of all there's inherent hypocrisy built into the traffic mitigation issues. First of all, on one corner of the
mouth is spoke about new parking structures being built. The other corner of the mouth is all this pedestrian
business, bicycles, which is all fine, as long as you stick to reality. People are not going to get out of their brand-
new electric cars. Now let's talk about the habitat plan. I've been following this for some time and his honor
councilmember liccardo has been on point in several discussionary periods. | take it at this time period this
juncture that the nitrogenous deposition issue is solved. Because every attorney that has identified themselves
has said this habitat plan is materially flawed. And this nitrogenous deposition business dovetails so nicely into
this corrupt cap-and-trade business that we discussed earlier last week or later last week. The same issues will
arise. Now we look at the little burrowing owls out at water pollution control plant. Well it's foreseeable which is of
grave concern to all the councilmembers is a sewage spill. A sewage spill with all the little burrowing owls are
slated to have their habitat will annihilate them. Will also annihilate probably the california clapper rail habitat, a lot
of portions of the pickle weed, and a lot of salt marsh harvest mouses will be looking out of their little burrows
seeing a tsunami of raw sewage coming over them. So when all your plannings for this business, leave water
pollution control buffer lands alone. Even for office of economic development, you folks are nice people, but you
don't have a clue of what is awaiting for you at that water pollution control plant. Other than that, councilmember
oliverio has been steadfast with his traffic mitigation consistencies. The rest of you want to weight fees. You can't
weigh traffic fees. People aren't going to get out of their cars because groups like spur, next week, it rules, is
going to plead their case. Thank you.

>> councilmember herrera: thank you. And we need a motion to approve this report.
>> councilmember liccardo: motion to approve.

>> councilmember herrera: all those in favor, aye, motion carries. We move on to implementation of economic
development and related ordinance changes and next priorities. | think laurel prevetti you want to talk to us about
that.

>> laurel prevetti: thank you very much. This is just a verbal report. | don't have a hand-out for you. As the slides
are coming up, you know we have been very active with the council in updating various policies, as well as
ordinances. The first slide shows some of the ordinances that council has considered since just december. We
did a significant realignment of the zoning code with the new general plan, the envision San José 2040. In june,
the council approved pilots for digital signs at some key locations. We considered payday lending, council's just
approved an ordinance to streamline for farmers markets and then we've also streamlined for some aspects of the
off-sale of alcoholic beverages. The next slide shows that we still have quite a number of ordinances that are on
the priority list. As you recall back in february, council gave us the next group of top 10. Emerging issues that we
need to deal with. The transportation invocations was added to the top 10 list and staff is working on that. We
expect to provide a status update to the t&e committee on that particular ordinance in october. We continue to
work on the sign code and how we can align it with recent legislation, so there's still some retooling there and then
in addition our office of economic development's working on real estate streamlining, and oca is working on
special events. There are other things on the top 10 but those are just some of the highlights. In addition, outside
of the priority-setting exercise, county through its normal decision-making process has also asked us to consider
some additional ordinances. So coming to you this september will be an ordinance regarding gas station
canopies, as well as the downtown incentives. We need to modify our municipal code, in order to give those
important tax breaks that joe was just mentioning. So we've got quite a bit of work. But we're also continuing to
identify new issues for you to consider within the ordinance world both for policies and ordinances. And on the
next two slides are some of those ideas. We are considering a new zoning district for transit employment areas
really to facilitate development in our transit employment areas we think if we've got a new zoning designation,
then developers can essentially go straight to a permit process with a director's hearing and have more certainty
and a faster process time. We are also looking at liquor conversions to grocery stores and other forms of uses, is
there a way to improve our neighborhood ability by encouraging and incentivizing such convergence, because we
do know that some pockets of our city have a huge number of liquor stores. We are also thinking about having a
council policy on development agreements. We've been doing a fair number of these lately and we thought it
might be helpful for the development community to know what are the rules under what circumstances are
development agreements appropriate and others not. This is a relatively new idea. News racks and business
districts, again we've got one business district in particular that's interested in having a unified look. Might be
helpful for some other business districts and then food trucks as you know we've got kind of a whole menagerie of

16



ordinances and policies that govern food trucks and we thought it was probably time for San José to organize our
thoughts into a coherent policy so everyone knows where do we want them when do we want them and how do
we go forward. The next slide are some other ideas. The first two are things that have come up through the rules
committee. One councilmember suggested that if retail spaces are reoccupied, with new tenants, that it should go
through some sort of discretionary process. So that way the public has a chance to comment on it. And as well if
there's a need for any additional studies. And then we've just recently heard a request to consider distance
requirements between schools and tattoos and other types of adult-type of uses. An item that almost made to it
the top 10 last february was the riparian corridor policy. That was really close so we don't -- we want to keep it on
the list so the council knows that we are watching and looking at that as well as a few things that have been on
the list for a long time. That is getting -- updating our lighting policy for private policy to align what we're doing with
street lights in terms of new forms of technology and lighting and then aligning our landscaping and irrigation
ordinance so it aligns with state law that has come through. So economic development from the broadest
perspective also touches clearly on our environmental sustainability, environment leadership as well as
community preservation and community revitalization. So it's kind of a broad scan. What we wanted to ask you
today was if there are any other ideas, did we miss anything? We do expect that the full council will consider
ordinance priorities in september, but because of economic development importance we wanted to make sure this
committee had a first look at some of those emerging ideas. Thank you.

>> councilmember herrera: thanks, laurel. So today you just wanted to know if we had anything to add?

>> laurel prevetti: or anything to take it off.

>> councilmember herrera: were these also meant those that affect economic development, or are there some
you would like us to consider that would have a greater impact in terms of economic development, since we're at
this committee?

>> laurel prevetti: well, some of them you know, we run a lot of --

>> councilmember herrera: not at that stage, probably.

>> laurel prevetti: i'm sorry, yes. Some of them, you know, will better suit our small business community and
others might better suit our driving industries, so clearly the transit employment proposal would definitely help our
driving industry. But you know we're really trying to acknowledge and build a diverse economy here in San

José. So we tried not to pass judgment on one slice of the economy versus another.

>> councilmember herrera: all these you're considering that impact economic development.

>> laurel prevetti: that's right.

>> councilmember herrera: questions, comments, suggestions?

>> councilmember oliverio: just wanted to throw out, that date is going to be october 9th.

>> laurel prevetti: october 9th.

>> councilmember herrera: sam.

>> councilmember liccardo: transit development you guys are thinking that way. Just wanted to offer what i'm
sure is a warning you don't need because i think you guys have beat your heads against this wall but sometimes
we carry the wall along with us and taking on news racks in any particular neighborhood district or downtown
we're going to have all kinds of first amendment issues, i think we went through this with 1stact a few years ago, it
was painful and i guess we'll relive that experience if we go through it again. The one item i know joe and i have
talked a bit about, this is a very minor item i know, neighborhood districts downtown, ground floor windows how
people are obscuring those windows and so forth if we want to keep and maintain active use to eliminate the films

and have a basic regulation what people do with those windows i think that would be helpful to have on the
list. Thanks.
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>> councilmember herrera: others? | like the transit employment zoning district i think that's very creative and
also the liquor store conversion is intriguing because there seems to be a number of areas that there seems to be
a plentiful collection of liquor stores and i think we need incentive for people to consider something different.

>> councilmember oliverio: not related to economic development but neighborhood preservation opportunities,
that's just not on there because it's ced committee, right?

>> councilmember herrera: uh-huh. Before we vote i think david wall wanted to speak on this item.

>> it's always a good (inaudible) to update ordinances and to plan for the future. However, there are unintended
consequences with these updates of ordinances. Such as the creation of nuisances that may not have been
thought of at the time you were meant to create it. These nuisances can be material, or minor. Depending on how
they're constructed. I'll take, for example, the farmers market issue that was put forth last week, or the week
before. On it's surface it doesn't seem like it would be a public nuisance but it very well could evolve into one. So
with all the ordinance updates, please take the time to discuss, amongst yourself and with those that are learned
in the community, about the ways or the possibilities that nuisances may crop up. Because you don't have the
code enforcement folks to go out there and put down the problem and the civil courts are very bogged down
because of lack of funding from the state. With reference to news racks, we might have a discussion with our
good friends in the mercury news about their alleged seizing of news racks of other competitors. Now, i don't put
this work to them. | think they're very honorable to at least -- except their editorial board. As far as liquor stores
goes, my councilmember, councilmember liccardo, has been very good about trying to deal with this guru liquor
stores throughout district 3. And other liquor stores. Some of these liquor stores need to be shut down for a
variety of coat-related issues. Be it fire prevention, be it just, code needs to go in there and look at these liquor
stores, these old mom and pop types that really serve no intrinsic value, either to keep chronic alcoholics either at
st. James park or guadalupe river. Please don't even underestimate the amount of nuisances that can come up
with this, thank you.

>> councilmember herrera: okay, need a motion to accept this report.
>> councilmember liccardo: motion to accept.
>> councilmember oliverio: second.

>> councilmember herrera: all in favor, aye, opposed, no, motion carries. We are now going to hear from the
San José downtown association fy 2012-2013 services work plan. And i think lee wilcox is going to come and talk
to us, and scott knies, as well.

>> thank you, chair. Lee wilcox, downtown manager for the office of economic development and joining me today
is scott knies the executive director of the downtown association. And we are here to update you on the city and
San José downtown association agreement and how it affects burrowing owls. [ laughter ]

>> just kidding. Little bit of history. In january of this past year, the mayor and city council directed the office of
economic development, department of transportation to look at an agreement with the downtown socks as the
redevelopment agency, redevelopment agency was being phased out by the state. And looking at a host of
services that the city would want to purchase from the downtown association to help position downtown as an
easy to access high-value and distinct work environment for start up scaling businesses and corporate
headquarters. That's remained our focus. And this was approved through the 2012-2013 operating budget the
council approved in june. We do have an executed agreement with a total of $320,000, and we've broken it out,
so you can see where that funding is coming from. And we really just wanted to use this opportunity to kind of
update the committee on what that agreement ended up looking like. The scope of services, how we're going to
be moving forward over the course of the year and how we'll evaluate this. Like to turn it over to scott to give a
little bit of an overview of the association and scope of the agreement.

>> good afternoon, madam chair, members of the committee. | thought i would start out reminding you the
association, we just finished fiscal year 11-12, the $3.2 million budget the $320,000 contract represents 10% and
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this, of course is restricted to what the contract calls for. Also the b.i.d. is a restricted fund. And the rest of the
money that comes from dues, concession, admission sales, sponsorships grants and other fundraising is mostly
unrestricted earned income. So i thought it would be important just to remind you the pbid is a total separate,
that's $2.2 million separate corporation, and the San José downtown foundation, our 501(c)3 is also separate, so
this is just the association's part of it, where this contract lives. Next slide. Since the majority of the funds are
coming from the parking fund this is a major emphasis for this year. We believe this is the right place, since the
majority of the parking funds are generated from our members. These are the folks that are paying the monthly
parking fees and the customers of our businesses that are paying the transient parking fees all those quarters in
the meters downtown add up to the parking fund. So we really tried to target our work this year to make an impact
on the parking fund. And the way we're doing that is really retooling all of the what we call parketing program,
marketing of our public parking plan. That is all directed to emphasizing the city owned facilities and to try to drive
extra revenue into the city facilities. Next slide. What we're doing is revamping our website, our maps, all of the
information is really going to call up first the choice of parking in the city facilities. Next slide. Kind of the bread
and butter of the contract is around promotions, events, marketing. And because music in the park went away this
summer we had a hole that needed to be plugged. These two events are the focus of the oca grant, office of
cultural affairs grant. And something that the office of economic development really wanted the association to
focus on marketing to women and professionals and also, to to strengthen downed's cred if you will as a music
destination. This is the promotion that are the steady back in may. When we started the program we had only
about 30 live music venues each week, we're up to 50 now, and i think the best part of the live and local program
is we're hearing from the venues that are featured in the weekly ad, we can only feature about 12 of the 50
different venues each week offering live music. They're saying they actually see a corresponding increase in their
attendance if they make the ad. Who would have thought you do extra marketing you get better business. Next
slide. We've also tried to address some of the other gaps. We feel in the spectrum of events that they're focused
in the downtown, in addition to tease events, i just want to emphasize the south first fridays in the street

markets. The next one is september 7th. | note most of the committee members are regulars, and love to do the
gallery crawl. We did the street markets in june, august, and september, so this one will be the last one of the
year. And then another new event that we started in partnership with 1stact is the small wonders innovation

fund. We gave out $50,000 to 15 different organizations, $500 to $5,000 each. The first couple has been already
funded, the silicon valley music festival, that classical music event that happened in the paseo and this last
weekend's dish crawl unexpected event that happened on sunday. Next slide.

>> the last part of the agreement deals with business development in the downtown. In the spring we were in front
of you talking about the choose downtown campaign which is really aimed as an attraction campaign for
downtown for new businesses to locate. A big portion of the scope of services with the downtown association
really relies on small business and business retention and it's one of the first public-private participation that the
office of economic development has really done in this realm. And just a few highlights of that. Just last friday we
partnered with the downtown association and cornish and carey and the office of economic development to bring
individuals together as kind of a get-to-know-you but also to produce a new downtown walking map, something
the city hasn't had in three years is an updated map. And that is really strong for us to have on an attraction and
retention front. We're also working with the downtown association on targeted broker outreach. We're really
meeting the brokers that are specific to downtown, cultivating those relationships, and seeing where the
association or the city can step in and help. And a big part of that will be really what is referred to as the pbid
being separate, but the pbid will be funding a small business advocate or small business ally to help the small
businesses specifically retail and companies under 30 employees to help get that through the entitlement process
and building permit process. And then lastly the city and association are doing joint retention meetings collectively
in july and august to date that number is close to 100, already for the downtown. And that's really helpful for us to
understand why these businesses are here, what can we do to help, and it really helps to building the choose
downtown brand which is away we're working with the brokers on. Over the course of the year, for this contract,
the department of transportation, office of cultural affairs, office of economic development will have four check-ins
with the downtown association. They'll be producing a report. We can check back in on the spring with you on
that. That will be used to evaluate the services that we have been purchasing from them. Sow to see if we would
like tweaks and to see if we will be recommending future funding as we move forward. And we all do meet on a
monthly basis on business retention visits to catalog those and keep them in the same database and really break
up the businesses and try to target as many as we can because there is a few amount of staff devoted to

that. With that that's the overview we're happy to answer any questions you may have.
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>> councilmember herrera: i think we have some. Sam.

>> councilmember liccardo: thank you. Just want to thank both of you for your great work. This is really an
impressive amount of activity given the number of dollars that are involved here. | just wanted to ask about the
choose downtown campaign. Which i think we're all very enthusiastic to see so much participation from the
private sector in that effort. Just curious about what the status is. | know we're running some ads in the business
journal. Where are we with that and sort of what's next?

>> we actually are working on the mayor's office with that to break down with google analytics what the traffic to
that website is now and where those ads have been placed within the business journal. The business journal has
been very open to where we place those where we move those around so we will be looking at additional
opportunities to go ahead and expand that. Part of it has been really wanting to build out the website and get it to
a point where we could you know really then do a pretty big push, so that will be happening within the next 30
days.

>> and in conjunction with that there is continued look with how we pursue social media and we're being more
active on that so we're effective on that and gaining more followers.

>> councilmember liccardo: great, thanks, let us know how we can participate. Thanks.
>> councilmember herrera: ash.

>> councilmember kalra: thanks for the report and all the work that's done. Question i have i know i bring this up
on occasion is, at some times you're going to the same places to market doing the same things. How are we
trying to identify new places to go even though we have a facebook or do social media are the same people going
to come to the page and like the page? How are we getting outside the same network of people that are
interested and are knowledgeable about what kind of what's going on anyway you know, i love it's great to talk
about the idea let's have more small music venues and all that. But i don't know if we're getting the most bank for
our buck in terms of the overall idea. | like -- i know that and i've had the discussion with councilman liccardo, and
it's great that in concept and in theory to say if you want a bunch of small music venues, but is that really -- is that
really what the public as a whole wants, as opposed to a small circle of customers? And are we not -- are we not
expanding to think of other things we could be doing to bring in? | know that some of the things like the south first,
the r block is something that's fantastic, and i think that has taken a while to kind of build that up. Just like it took a
while for music in the park, it took a few years for that to become a phenomenon. And so maybe some of the
things we're doing, you never know, it could be any one of them that could be the next big thing so to speak. But
what else are we thinking of or can we do? | know -- i guess we're doing a lot of different things right now and i
don't know if there's a sentiment that one of them may be -- the hope is that one of them may grow into that,
anyway.

>> that's a really good question. | know scott has something. | think the good thing about the number of live music
venues increasing in the downtown is not just one industry of music. It's a lot of different types of music that cater
to all ages and all races. So we do a more diverse crowd in the downtown which i think is something we've ah
always wanted and what is needed for downtown. Having -- there is a 1stact chairs a live music catalyst team that
i'm a part of and it's been interesting over the summer to hear those musicians. Once the live and local ad started,
saying oh, god, we had no idea, the placement of the ad, we're getting 30, 40, 100 more people to our shows that
we haven't seen. So i think that's kind of -- that was good for us to hear, and i think we're on to something, and i
think the other thing is, what are those different events. And i think scott is speak to that. Because i think her city
was something out of the realm that we normally do and they marketed it much differently than how we have in
the past.

>> one of the things that we're trying to do with her city is make women feel more comfortable around

downtown. In retrospect maybe we didn't need to premier it the first week of august, a lot of people are on
holiday. What is really interesting was, we didn't have any of the usual suspects. Most of the attendees are people
that we don't normally see. And we are really looking forward to coming back to you and reporting how that goes.
When you talk about what is the next big thing, it's elusive to try to say that up front. But we might be onto
something here, councilman. I'm excited about that because of the feedback that we had with the first group of
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women that we had. As far as we've had this conversation are you reaching out to the right ethnic media and how
do you get different folks involved in the downtown? Pretty excited about the live and local where we have the
venues being responsibility for the association we're not producing the music we're providing an umbrella
marketing campaign for them to push it out to their audience and we're starting to see some results there. Kind of
the same thing with the blue festival. We wanted that not to go away. It was leaving San José state campus. We
wanted to find a home for it. We thought capability so we had combined the downtown association with the fiscal
agent we used San José jazz to help market it and we kind of powered the event instead of producing it. So i think
you're going to see more collaborations like that, whereas we're not the ones holding the whole purse strings on it
but we're really encouraging our partners to go into different directions.

>> the one other thing that i wanted to add is we're also trying to strategic pilot if you will. Those companies that
are located in and around the city, for example flextronics and polycom, new to the area, really focusing on adding
our information about downtown and other items to their websites, internal websites. | know you're all frustrated
when you all hear, wow, i didn't know downtown had this, and it could be people living in San José. So as much
as we can, getting that information in on that very personal level of where they work will hopefully increase the
attendees.

>> councilmember herrera: anyone else? I'm excited to hear the number of events, the number of different
locations for music. | think you're not -- you're sort of spreading that out and any one of those could become, start
expanding and we could discover something new that we didn't know. | think it's really exciting and i appreciate
the report and the direction we're going in. | think that music in the park had a great run but i think now we do
need to transition into some other things. And i think getting different kinds of forecast down getting different kinds
of music appealing to all the diverse parts of our community i think that's going to yield a lot of benefit because
we're casting our line out to many different ways not putting everything all in one venue so i think that's -- it's a
good convey, good direction that we're going in. All right. | think we need a motion to accept this --

>> councilmember liccardo: motion to approve.

>> councilmember herrera: let's see, i think david wall wanted to come and make a comment.
>> councilmember liccardo: motion withdrawn.

>> councilmember herrera: we have a motion on the table but we'll hear from our public first.

>> this is what i like to see, choose downtown San José. Thank you, sir. | do not like, silicon valley civic center. |
mean, even saying it does not flow trippingly off my tongue but regurgitates my intestines. Now, again, i've not
been able to have a persuasive argument in this fact. But we do ask the question, should the downtown business
association evolve into a single-source contract with the city of San José to provide all of cultural affairs? | think
it's time to discuss that. Plus i think, too, i've discussed it prior. The need for municipal recording studio, we like
diverse music. We want to have people to come here. You have a local recording studio that can provide
reasonable access, there's money to be made. Women want to be comfortable along with everybody else
downtown. Ask president obama for marine corps rifle company, with targeting to get rid of these gang bangers,
that will also reduce crime and other murders throughout the city. | i'm concerned with esd being a little bit
flippative with their grant process, with reference to restricted use funds. So whenever they do get grants and you
see this have them break down the grants by fund source. And it's all appropriate if it's done appropriately but that
has to be. Other than that, i think oktoberfest should come down to downtown San José with bluegrass music,
texarkana music, tex-mex music, and i will leave the downtown, because there will be billions of people, and i just
won't be able to tolerate it.

>> councilmember herrera: thank you. | think sam had another question.

>> councilmember liccardo: ilook forward to that texarkana music, scott. One question i had. I've been
contacted in the last few months by two different film makers, independent film makers who want to do some
portion of their films. Shoot some portion of their films in the downtown. And i know that's kind of an off-the-
beaten-path business issue. But i wonder if particularly as we think about permitting issues and so forth because
there's always a challenge dealing with whatever they want to do here at city hall or nearby, if that could be in
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advance incorporated in the small business advocate or small business buddy or whatever we're calling this
person within their duties. Because it seems to me there could be some real opportunities there, as we continue
to make the downtown something that's usable to a broader audience.

>> that's something we can definitely look at. | know we've been meeting with team San José about the kind of
retired film commission, and it's something that the office of cultural affairs does play a hand in with this permitting
as well when those opportunities do present themselves so something we can circle our heads around.

>> councilmember liccardo: thanks. Thanks again for the extraordinary work. | was also amazed to hear about
50 music venues, news to me and really extraordinary. Motion to approve.

>> councilmember herrera: all those in favor? Aye, motion carries. We will hear about now the biocenter and
downtown incubator program report from richard keit.

>> thank you, by the way, for those of you who didn't remember, there was a movie called mad city that was
made in downtown San José with dustin hoffman and john travolta, and they were here for a week in the
fairmount hotel and it made probably very good money. They spent a lot of money to film it right in front of the
athletic club across from st. James park.

>> councilmember herrera: i should look that up --

>> councilmember liccardo: go straight to 8-track or --

>> that just shows how long i've worked here.

>> councilmember herrera: what if that's on netflix, what year was that?

>> j don't know, but it was a very good movie! Now the topic at hand. | do have some good news. | put out a
memo --

>> councilmember herrera: good, we want good news on this topic.

>> some good news. | put out a memo last week to the entire council and mayor about the biocenter. After a great
deal of anguish on my part and the agency, biocenter facility is down in south San José we do have good news,
that the -- and a good private-public partnership story that the current owner, mr. Carl berg and mission west, the
corporation, has -- is going to take over the biocenter starting next week, the master lease does expire august
31st. In one way, this has always been a public-private partnership, because mr. Berg and mission west lent the
money originally for much of the work to be done to build out the center, wet lab space is extremely expensive as
most of you know to build. And we've paid it all back. Those loans are long paid off. But the good thing is, the
mission west is stepping up and will be running the facility after public sector lease expires at the end of the
month. The other important item that i put in the memo is that also of grave concern, and rumors that there would
be flight of all these companies leaving the biocenter, well it turns out that 21 of 23 has informally committed, i've
been trying to get in touch with them to find out how many actually executed leases there are. But and even at
one of the two that said they would leave is reconsidering. So i think the -- how well-known the facility is, it does
have a national and certainly a california reputation, that that facility will always be easy to keep full. One of the
reporters recently asked well, how much of the rent is going to go up? Well now that is a private transaction
between these companies and mission west. | made it clear they may not be going up, they may go down. There
will be less overhead with intermediaries, and that's not to say San José university research foundation and
prescients didn't do a great jobs for the years that they committed and made it a well-known facility. But the good
thing is, it's moving forward and i think will always be maintained. | know there was always some questions again
about the signage and the name, and rightfully so because we pay -- the agency paid for the signage. And as we
just figured as long as it stays on the building it's fine. Because it would cost in the lease agreement it cost us
more to remove it. There's not too much demand for San José biocenter sign these days. And so also, for the
branding, the attorneys are a little bit -- they're reviewing and see if there's any value in that. But it would be my
hope, as in the economic development role, if there was ever a second San José biocenter so be it and we'll
worry about that when that time comes. But we are researching it, just as a -- to provide information to the
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council. The equipment that we've put in is -- i have a contract right now with a firm that's going to let us know this
week, hopefully by wednesday, the current value of the equipment. Most of it was bought in 2006 and 2007. So
there's definitely depreciation. But we'll get the value of that. And we can't -- we don't -- we can't leave it there by
right because of dissolution and not good public policy anyway. So we would ask mission west to buy the
equipment at the market value. And if not, sell it off. We're hoping it stays in place because that is the common --
the chem labs, the bio-labs, the common space are an important attribute of the biocenter. And lastly the 501(c)3
that the agency paid for, and staffed to create, i noted that the office of economic development, and i was part of
that transition, is using that, luckily it was written broadly enough that it could be used for the project clean tech
demonstration center down in las plumas or up in las plumas, that's converted to that use and it still remains
broad enough that if we ever created another biocenter as part of another nonprofit, that this same board could
oversee it. There is no down side to that use. And again, a good use of public money. | will -- i'll take questions
afterwards but i want to go now over to a little more sensitive and problematic area is the downtown innovation
center. As you recall we did do a request for information, based on the committee's direction. Sometime ago we
had three entities that responded, the irish innovation center, the San José state research foundation, and the
humboldt research foundation. We got responses from them, we talked, we interviewed with them along with the
office of economic development and the irish innovation center chose not to participate after our two

meetings. The other two entities combined said they could bring forth about $66,000 a year, which is obviously
nowhere near the $430,000-something that our lease cost us, and that lease unfortunately doesn't end for some
time. It goes through 2014 and the attorneys have poured through it and there's no legal out. As part of the
workout plan direction the council has given us for all of our enforceable obligations for the agency we are looking
into that. | have met with the property owner. On september 14th i will meet again. We have been talking to both
foundations and all i can say at this point is we hope to have some direction on how to proceed, and keep the 65
entities that are in there, and i do have a list if anyone wants it, or industries them out in an orderly manner, that
it's not three weeks and you're out. Specifically the u.s. mac has international corporations, that it just wouldn't
look good, so that's our main goal.

>> councilmember herrera: great, questions?

>> councilmember liccardo: two questions. One is knowing the business general, there are rumors that divco
was buying up mission west, i don't know if that meant all 1.3 billion of it or just a chunk and was this anticipated
to be part of that asset sale?

>> it is anticipated. Mission west does want to sell the entire portfolio.

>> councilmember liccardo: this would theoretically go with it?

>> unless something has changed in the last three weeks but that's not something i have heard.

>> there are rumors that that building would be held out, so there isn't confirmation on optical court at this point.

>> councilmember liccardo: has carl berg or anyone on his team indicated a willingness to purchase the property
or the equipment at this point?

>> yes, of course like any good businessman he wants to know the value and what the cost would be.
>> councilmember liccardo: okay but there's an interest at least.

>> and the San José research foundation also has equipment in there that they valued. | haven't gotten that
amount that he would be offered to purchase as well.

>> councilmember liccardo: okay. And then on the site down here on santa clara street, what are the
consequences of a breach? If this is really held by what i would guess would be the successor entity as a
recourse [ break in audio]

>> successor agency.
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>> councilmember liccardo: okay, and is there -- given i know we don't want anybody to be pushed out in the
street, is there a vacancy in city buildings where we can park folks for some period of time until they transition?

>> j think, councilmember, the notion that some of those conversations have quietly begun talking about as other
alternatives in the downtown that are also privately owned, we haven't explored any space perhaps in this building
which would be our only other real alternative.

>> councilmember liccardo: okay, thanks.
>> councilmember herrera: ash.

>> councilmember kalra: thanks. The, well, the latter point that sam has mentioned, that may also could set a
bad precedent if we pick and choose who we allow to park in city facilities. So i think it's probably better that we --
and especially for a long term solution that they if there is something that happens, i know that i would agree with
sam's concern because i'm sure if it happens it will happen very quickly. So we want to make sure we don't lose
the company. So if there's a benefit somehow of having to use a specific facility that's one thing. But i think it will
be optimal to try to identify you know a private property in the downtown or anywhere in San José. On the
biocenter i think the likelihood is that in terms of the equipment is that if 21 or 23 or maybe 22 or 23 have agreed
to stay i imagine that there's an understanding that the equipment will be there and the lab space will be there
because that's why those companies are there. So you know obviously, like any other -- like any businessman,
they want fair compensation or a fair price but the idea that they would somehow negotiate these contracts with
almost every single one of the businesses there without some sense that the lab equipment those businesses rely
on won't be there doesn't seem realistic you know from -- just doesn't seem like a realistic scenario. So ultimately
i'm glad the companies are staying there and the fact the signs up there is 79, there's no reason we can't still
market them as the San José biocenter and these are companies that are growing in San José and the next piece
we have talked about on many occasions is trying to find places for these companies to land as they grow out just
like tandem did on the first floor. This is a place where mr. Berg or anyone else that may have property interest
that there is a successful model there and for a buildout of the adjoining buildings as well.

>> councilmember herrera: thank you. I'm glad to hear there's some positive news on this item and i think it's
really great that most of these companies are going to stay. And i think as ash has pointed out it's kind of common
sense and there's some practical considerations for them to stay and i think the discussions with the business
owner will yield the right results there. | like this because it confirms that the model works. So it wasn't just
dependent on the exact players that were involved in it but that there is value in that building and the lab buildout
and everything that was done so there's a confirmation of that that we're able to move on to a new iteration of this
and it's staying so i think that's a good thing, even though on the other item on the less positive item downtown i
think we should do whatever we can to try to keep the companies here in San José even though clearly the lease
obligations not the city of San José. | think it's our moral and civic obligation to try to work with those companies
and hopefully, work with them so that they can stay here. Also i think again, common sense may prevail on this
too, because you know you have a building with tenants in it. And the landlord may you know work out something
with those tenants just like we saw in the biocenter. Because the buildings are much more -- it's a good thing to
have tenants in a building, right? So i have some hope that that may get worked out as well. Any other comments,
questions? David wall. You wanted to comment on this item.

>> j don't see how you -- any business person would want to look at the San José innovation center, the
downtown one, and say well, my bill for you is over $400,000, and you can only come up with $66,000. That
doesn't make any sense in reality. | don't know how these people are going to get paid. But bigger issue: i find no
fault with mr. Keit. I'd like to thank him for the administrator of the successor agency and all that you've done with
the little staff that do you have and the surmounting problems that you have inherited by those that have
experimented with economic models that some say is a success that works, others from the farm that would have
never given a cent for it to go forward. But that's neither here nor there. What is germane for topics today and
onward is how to fund the administrative function of the successor agency. Last week you have allocated $1.3
million for just six months commencing in january of 2013 to june of 2013, after that period of time there is no
discussions for further funding, and also, any real way to pay back via collateral or revenue from tax increment
funding for that $1.3 million that's coming out of the general fund, that definitely will affect a variety of programs
that all of you would like to fund. Such as police and fire. So i think today, you should all have a nice little talk in
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executive session about if you're going to experiment with public moneys, where is there a given return for the
investment? And obviously, what we've seen here with the incubator programs, biocenter, it's been a failure. 20,
22, 23 companies out of 20, whatever it is, they're here because they're being subsidized and eventually that
subsidy is going to collapse. And once again i do not blame mr. Keit for any of this. The only blame i can give is to
the decision makers. And for gambling with illusory promises. Thank you.

>> councilmember herrera: so we need a motion to accept this report.
>> councilmember liccardo: motion to approve.

>> second.

>> councilmember liccardo: accept the report rather.

>> councilmember herrera: all those in favor, opposed, carries, and we have a report from betsy shotwell on
legislative priorities.

>> betsy shotwell: thank you, madam chair. Betsy shotwell, director of intergovernmental relations. For the city
of San José. | think if you were to look at this memo, which i do at the end of the summer for the various
committees and csas, we are looking at legislative options in this post-development world and looking through
them as they are introduced or whatever. The second thing would be how many of these bills that are still alive
will actually be meaningful by end of session this friday at midnight. Since the last major deadline of august 17th
i'd say about 30 bills in this memo are no longer alive. There are still a few that are still pending that i'd like to
touch upon if i could and again it remains to be seen as i speak today what they'll look like if they're still around on
friday. But it can kind of give you a flavor, so just touching on a few here. On page 3, ab 1411 by the speaker on
economic development enterprise zones, which would make various changes, and in the enterprise zone
program, i have been in conversation of course continually with our lobbyist roxann miller in San José who put
together these bills and she and others of course continue to be very engaged in all enterprise zone legislation,
related legislation. There are some concerns that if regulatory amendments are made to this legislation, it may not
make it viable for future enterprise zone activities. So that's why you'll see for instance league of california cities
are watching this. Doesn't mean that people are sitting on the sidelines, it's just people are very engaged to make
sure this doesn't go too far. So that's one that is on the senate floor. And working with that one very closely. On --
and i'd be happy to answer questions about other bills if you want. That i don't mention. On page 6 of the memo,
ab 2144 by perez, the infrastructure and revitalization finance districts, this is a measure that would require voter
approval for creation of enterprise, excuse me, all these terms. Financing districts, infrastructure and finance
districts. So that is on the assembly floor, passed the senate, waiting for concurrence and amendments. I'd like to
bring your attention to another bill on the same topic, page 8, the top of, and that's sb214, which is senator wolk's
infrastructure financing districts. This would not require the vote. However it would establish a legislative body
with major transparency in public processes to develop a financing district. This is now on the assembly

floor. Because this is an excellent tool potentially, it's also unfortunately a moving target. | saw there were some
amendments added on friday. But our lobbyist did when it was heard on wednesday indicate support in concept
from the city for this, again not knowing how this may evolve between now and friday. But and then we'll see
further how this plays out. But it is one of the bills that i know i've brought before to this committee and other
committees over the last year with regards to creating infrastructure finance districts. And on page 9, excuse me,
at the very bottom, next to the bottom, sb 1156 by the speaker pro tem steinberg, sustainable communities
investing authority, this is currently on the assembly floor. And i think this is one definitely we're following closely,
this would require cooperation with the county as well, and there are some other nuances here, but again, it
remains to be seen if this will be meaningful by the end of the week. | know director of housing leslye corsiglia is
here as well. The number of bills i know her department has been following, i'd be happy to answer any questions
at this time.

>> councilmember herrera: questions.

>> councilmember liccardo: yes, thank you, betsy. You actually hit on the two bills i was most concerned which
were wolk's and perez's bill on infrastructure revitalization financing districts. In terms of the use of the money
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based on their current forms, can both be used for affordable housing as the tax increment, can they both be used
for affordable housing?

>> betsy shotwell: i'd have to get back to you on that question. I've seen references to adding watershed lands,
flood management, habitat restoration, looking at the analysis in front of me as well as of course --

>> councilmember liccardo: habitat restoration?

>> betsy shotwell: yes, it would be a piece that would allow it to be added but as well as transportation
infrastructure and all. And perhaps leslye's heard from her sources if it includes affordable housing.

>> |eslye corsiglia: councilmember liccardo, leslye corsiglia director of housing. The wolk bill definitely has

not. The other bill, i believe, has some reference but not specifically to affordable housing itself. But to various
kinds of development that might encompass that. | think the thing about infrastructure finance districts just to be
honest is, that they're really not that viable a tool for us. It's not something we've been all excited about. It would
allow the city to use it to create an infrastructure finance district with its taxing amount. So for San José that's
about 12%. You could convince the county or other special districts to join the infrastructure finance district but it's
unlikely. So we've actually kind of discouraged it as knowledge a tool for the creation of or the replacement of
redevelopment because we really don't think it does.

>> councilmember liccardo: so it really isn't -- it doesn't operate the same way tax increment does in
redevelopment agency, in other words, we can't actually take tax increment that would otherwise go to counties
and school districts or anything else?

>> |eslye corsiglia: correct. You would freeze the increment, take the increment above that would have gone to
city for city operations is basically what you would do unless you could convince others.

>> councilmember liccardo: the 88% continues to flow as it did?
>> |eslye corsiglia: that's correct.
>> councilmember liccardo: that's disappointing.

>> as a clarification in north San José or in other agency areas the funding for the property tax would be
committed for existing obligations for some period of time anyway.

>> |eslye corsiglia: that's correct. In current areas, as well. These would have to be different areas.
>> councilmember liccardo: right. Well it's a whole lot less exciting now. Thank you.

>> councilmember herrera: any other questions? Okay. Do we need to approve this report?

>> councilmember liccardo: motion to approve.

>> councilmember oliverio: second.

>> councilmember herrera: all those in favor?

>> david?

>>mr. Wall.

>> councilmember herrera: we're at open forum. David wall.

>> i'm going to give you a way to make money, nobody has ever thought, not you per se, read the auditor's report
on the environmental services department. It's a very serious legal issue that's here. With reference to how the
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sewer service and use charge is calculated since 1982, it hasn't been touched. 30 years. But was predicated on a
formula accepted by the state water resources board on census data like how many people live in a house. Well
let's estimate it, let's ask karnak and he'll give us a reliable estimate. That worked up until today but in a sense it
worked up until 1996 when proposition 218 kicks in. Now good lawyers like dates because when proposition 218
kicked in then it's fees for the service to provide to the properties such as sewage treatment. And that gives rise to
the biggest money maker the city can have to employ people and increase the economy of the city by forcing
sewage meters for every property. Now, homeowners are going to howl. High density affordable places are going
to howl even larger. But the issue is constitutional-based. Does proposition 218 get trumped by karnak's
estimation of census data that's 30 years old or census data even if it's current? | do not think so. So therefore,
good lawyers should look at this with great detail before some guy in bib overalls may go down to federal district
court and say hey, we need a motion to compel if it's appropriate. But i would suggestion a sewer service and use
charge be on your study session maybe after all the murders that's going on. The other thing we'll talk about is
how engineering and training certificates may or may not be fraudulently based in the city to allow employees to
take the professional engineering test, who then sit as gatekeepers for all sorts of contracts that arise from the
water pollution control plant rebuild. That you should pay also close attention. Thank you so much.

>> councilmember herrera: thank you. And our meeting's now adjourned.
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