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INTRODUCTION

This Second Amendment, which becomes a part of the Final SEIR (FSEIR), includes responses to additional
written comments that were received on the Draft SEIR (DSEIR) at or after the public hearing before the City of
San Jose Planning Commission on August 24, 2011, and text amendments. Both letters are responded to
individually, with the responses on the opposite page facing the comment page. The number preceding the
response refers to the comment's designation. Where the comments were not designated, they have been
numbered consecutively. Section Il. presents text amendments to the DSEIR.

In conformance with the CEQA Guidelines, the Final SEIR provides objective information regarding the
environmental consequences of the proposed project. The FSEIR also examines mitigation measures and
alternatives to the project intended to reduce or eliminate significant environmental impacts. The FSEIR is used
by the City and other Responsible Agencies in making decisions regarding the project. The CEQA Guidelines
require that, while the information in the FSEIR does not control the agency's ultimate discretion on the project,
the agency must respond to each significant effect identified in the DSEIR by making written findings for each of
those significant effects. According to State Public Resources Code (§21081), no public agency shall approve or
carry out a project for which an environmental impact report has been certified which identifies one or more
significant effects on the environment that would occur if the project is approved or carried out unless both of the
following occur:

(a) The public agency makes one or more of the following findings with respect to each significant
effect:
(1) Changes or alterations have been required in, or incorporated into, the project which will

mitigate or avoid the significant effects on the environment.

(2) Those changes or alterations are within the responsibility and jurisdiction of another
public agency and have been, or can and should be, adopted by that other agency.

(3) Specific economic, legal, social, technological, or other considerations, including
considerations for the provision of employment opportunities of highly trained workers,
make infeasible the mitigation measures or alternatives identified in the environmental
impact report.

(b) With respect to significant effects which were subject to a finding under paragraph (3) of
subdivision (a), the public agency finds that specific overriding economic, legal, social,
technological, or other benefits of the project outweigh the significant effects on the environment.
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i,  COMMENT LETTERS AND RESPONSES

The following comment letters are numbered and listed in the order they were received. Both
letters are responded to individually, with the responses on the opposite page facing the
comment page. The number preceding the response refers to the comment's numerical
designation.
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ml|r|lwolfe

& associates, pc
attorneys-at-law

August 24, 2011
By Fax & E-Mail

Hope Cahan, Chair

Members of the Planning Commission
c/o City Clerk

City of San José

200 East Santa Clara Street

San José, CA 95113

Fax: (408) 292-6207

Email: cityclerk@sanjoseca.gov

Re: Almaden Ranch Planned Development Rezoning & Subsequent
Environmental Impact Report (PDC10-006)

Dear Chair Cahan and Members of the Planning Commission:

This office represents the Almaden-Cherry Neighborhood Coalition, an
unincorporated association of San José residents and property owners who live and/or
work adjacent to or near the proposed Almandine Ranch Commercial Project (“Project’)
referenced above. For the reasons presented in this letter, we urge the Planning
Commission to decline to recommend certification of the Project’s Subsequent
Environmental Impact Report (“SEIR”) to the City Council, and to decline to recommend
approval of the Planned Development Rezoning at this time.

Stated succinctly, the SEIR has not been prepared in compliance with the
California Environmental Quality Act (“CEQA”). First, the SEIR contains no analysis of
potential urban decay impacts the Project may cause, even though by all accounts the
anchor tenant will be a large-format discount grocery outlet, namely a WinCo Foods
store. As the City should know, WinCo outlets are generally between 75,000 and
100,000 square feet in size, offering groceries and bulk food items in a warehouse-style
format. California courts have explicitly recognized that urban decay effects wrought by
large-scale discount grocery outlets warrant full analysis in an EIR. See, e.g., Bakersfield
Citizens for Local Control v. City of Bakersfield (2004) 124 Cal.App.4th 1184; American
Canyon Community United for Responsible Growth v. City of American Canyon (2006)
145 Cal.App.4th 1062. The SEIR for the Project here is fatally defective for omitting
such analysis. Accordingly, EIRs prepared for shopping centers containing WinCos in
other jurisdictions routinely include urban decay analyses given the strong potential for
such “category killer” discount stores to force the closure of nearby supermarkets in the

1 Sutter Street | Suite 300 : San Francisco CA 94104 | Tel 415.369.9400 | Fax 415.368.9405 www.mrwoifeassociates.com
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Responses to Letter No. 1, M. R. Wolfe & Associates, P.C.

i.  The Planning Commission declined to certify the Final SEIR and directed staff to prepare
additional analyses for General Plan consistency, urban decay, and water supply; and
required the preparation of this amendment that includes the following responses.

1.  See text amendments to section III. P. Urban Decay, which incorporate the results of the
urban decay analysis. The urban decay analysis analyzed three alternative anchor tenant
possibilities: 1) building materials, 2) general merchandise, and 3) large food sales. The
comment letter states that a WinCo Foods store is the planned anchor tenant; however,
according to the applicant, WinCo Foods will not be the anchor tenant. Specific tenants ;
are unknown at this time; and no leases have been signed.
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August 24, 2011
Page 2

trade area, leading in turn to long-term vacancies in the neighborhood commercial centers
they typically anchor.'

Second, the SEIR’s discussion of the environmental setting, i.e., baseline
conditions, improperly omits any express acknowledgement that a 92,500 s.f. Walmart
store, very likely a Supercenter, is slated to open at 5095 Almaden Expressway in the
immediate vicinity of the Project. As City officials have acknowledged, Walmart has
applied for building permits to occupy the former Home Depot Expo Design Center
building at this location. Indeed, we would observe that Appendix I to the Draft SEIR,
the “Transportation Impact Analysis” prepared by Hexagon Transportation Consultants,
Inc., and dated May 16, 2011, obliquely mentions in its discussion of “Background
Conditions™ that a “Free-Standing Discount Superstore (ITE Land Use 813)” may
occupy that site (p.29). Thus, the EIR preparers — and presumably City officials — have
known since at least May, 2011, that a Superstore is planned for this location.

The failure to state or acknowledge this anywhere in the main body of the SEIR,
or in any other part of its impact analysis, strongly suggests the City has not conducted
the required “best effort to find out and disclose all it reasonably can,” and has denied the
public an opportunity to comment meaningfully on the Project within the context of its
actual environmental setting. See CEQA Guidelines, § 15144; Berkeley Keep Jets Over
the Bay v. Board of Port Commissioners (2001) 91 Cal. App.4™ 1344. The SEIR’s failure
in this regard further underscores the prejudicial nature of its omission of any urban
decay analysis whatsoever, since the combined effects of introducing two large-scale
discount grocery outlets into this currently over-saturated market area likely to be

significant if not grave.

Third, the SEIR’s analysis of the Project’s cumulative impacts is fatally defective
for having failed to include the above-referenced Walmart store at 5095 Almaden
Expressway in the list of projects evaluated. The cumulative contribution of the Almaden
Ranch Project to air quality, traffic, noise, urban decay, greenhouse gas emissions, and
water supply impacts will quite likely be significant when considered in tandem with the
Walmart store across the road in addition to the other projects identified in the SEIR.

Fourth, no water supply analysis is provided in the SEIR notwithstanding the fact
that 1,000 people may be employed at the Project. Water Code § 10910, e seq., together
require any lead agency conducting CEQA review for a proposed commercial shopping
center employing more than 1,000 people to procure a water supply assessment from the
appropriate public water supply entity and to circulate with a draft EIR. Water Code §
10912. Here, the SEIR states repeatedly that the Project will employ “approximately”
1,000 people — indeed, this number is touted as among the Project benefits justifying a
departure from the current HDR General Plan designation for a portion of the site. Given
the obvious importance of assuring a long-term sustainable water supply for this Project

! See, e.g., City of Vallejo, Draft EIR for WinCo Foods Project, Appx. H, “Urban Decay Analysis,”
available at : http://www.ci.vallejo.ca.us/uploads/842/AppendixH-UrbanDecay.pdf



2. As described on page 139 of the DSEIR, “In addition, trips that could potentially be
generated by re-occupancy of the vacant Home Expo Design Center building on Almaden
Expressway were estimated and added to existing traffic volumes since that building could
be re-occupied and generating traffic prior to project construction and/or occupancy.”

When the May 16, 2011 Almaden Ranch TIA was being prepared, there was speculation
that Walmart was considering the Expo Design Center building at 5095 Almaden
Expressway, but the Development Services staff who administered the TIA was not aware
of an official announcement or any applications filed with the City. In order to address this
possibility and fully assess the traffic at the Almaden Expressway/SR 85 (North)
intersection that includes the driveway access to Best Buy and the former Expo Design
Center building to the west, as well as the other intersections in the area, the trips that
would be generated by re-occupancy of the vacant building were added to the background
condition. The potential Walmart trips were estimated using the Institute of Transportation
Engineers (ITE) rate for a Free-Standing Discount Superstore (ITE Land Use 813), which
is the rate that applies to a Walmart store, as follows:

Trip Daily A.M. Peak Hour Trips P.M. Peak Hour Trips

Land Use Size Rate* Trips In Out Total In Out Total

Free-Standing 92.5 ksf  53.1 4,915 87 68 155 209 217 426
Discount Superstore

25% Pass-by Trip Reduction -52 -54 -106

Net Trips 157 163 320

It was subsequently learned, after the DSEIR was completed and circulated on May 23,
2011, that Walmart filed an application for a building permit for tenant improvements to an
existing retail building on March 12, 2011. The Ist Amendment that was prepared on
August 10, 2011 acknowledged that on page A-51 and explained that the re-occupancy of
the Expo Design Center was included in the background. The building permit was
subsequently issued on August 22, 2011. See Text Amendments III. K. Land Use and
Planning.

For comparison, the estimated trips that were used in the TIA for the Expo Design Center
when it was approved in June, 2000 were:

Trip Daily A.M. Peak Hour Trips P.M. Peak Hour Trips
Land Use Size Rate* Trips* In Out Total In Out Total
Expo Design Center 92.5 ksf 37.84 3,150 0 0 0 135 135 270

*  Expo Design Center rate contains 10% pass-by trips.
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The Almaden Ranch TIA includes more trips for the former Expo Design Center than the
Expo Design Center’s TIA did, and the trips for Walmart were accounted for as part of the
background, before the project trips were added.

Also, see response to comment No. 1 above. No second large-scale discount grocery outlet
is currently planned as a project tenant. No tenants have as yet been identified.

The cumulative condition is the assessment of past, present and reasonably foreseeable
future projects. While the future Walmart store on Almaden Expressway is a “reasonably
foreseeable” project, it was accounted for in the DSEIR traffic analysis as a “past” project
as described above and was, therefore, included in the cumulative analysis for traffic and
noise.

The TIA was utilized in the preparation of the air quality analysis, so the Walmart traffic
was included to the extent it was included in the traffic report. This is only true for the
carbon monoxide analysis, because it is based on traffic volumes.

The Bay Area Air Quality Management District (BAAQMD) thresholds of significance for
regional air quality and greenhouse gases are both cumulative thresholds. In the case of
regional air quality emissions, a project would have both a significant impact and a
significant cumulative impact if project emissions exceed the thresholds.  This
determination of significance is based solely on project emissions and is not affected by
specific background or cumulative projects. The Almaden Ranch project, by itself,
exceeds the thresholds and therefore would have a significant project and cumulative
impact, regardless of any other nearby development.

In the case of greenhouse gases, no individual project could have a significant impact, so
the thresholds represent a significant cumulative impact and the project has a significant
cumulative greenhouse gas impact. Therefore, under the BAAQMD CEQA Air Quality
Guidelines, whether the Walmart was or wasn't included would not affect the calculation
of emissions or the significance of the impacts.

See text amendments to section III. P. Urban Decay, which incorporate the urban decay
analysis that includes Walmart in the cumulative section. See response to comment No. 4
below for water supply analysis.

See text amendments to section III. O. Utilities and Service Systems, which incorporates a
water supply assessment. According to the assessment, the water usage of this proposed
development was included in the growth projections of the San Jose Water Company’s
(STWC) 2010 Urban Water Management Plan; and the addition of the proposed project has
a minimal impact on the existing distribution system and SJWC should be able to
adequately supply the project without any additional source of supply or system operations
changes.
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August 24, 2011
Page 3

in connection with existing and future demand for water in the area, the City should as a
matter of sound policy prudence, assume the Project will employ 1,000 people or more
and comply with the water supply assessment requirements of the Water Code
accordingly.

Fifth, although the SEIR acknowledges the Project and associated re-zone is
inconsistent with the current General Plan’s High-Density Residential designation for a
significant portion of the site, it fails to discuss or evaluate meaningfully the potential
consequences of this inconsistency as required under Section 15125(d) of the CEQA
Guidelines. The effect of the proposed re-zone will be to eliminate a large site not only
from the City’s but from the Region’s current inventory of sites suitable for the
development high-density, i.e., potentially affordable housing. This curtailment of land
supply for affordable housing may adversely impact the regional jobs-housing balance
and implicate the City’s obligations pursuant to the area’s Regional Housing Needs
Allocation (RHNA).

For all these reasons, the Planning Commission should direct staff to prepare a
revised SEIR that corrects the omissions identified above and circulate for public review

and comment.

Thank you for your consideration of these concerns, and please call with any
questions.

Yours sincerely,

M. R. WOLFE & ASSOCIATES, P.C.

| Mark R. Wolfe
On behalf of the Almaden-Cherry
Neighborhood Coalition.

MRW:am
cc: Leslie Xavier, Project Manager, by email: lesley.xavier@sanjoseca.gov
Janis Moore, Planner, by email: janis.moore@sanjoseca.gov



A project’s consistency with the General Plan is based upon its consistency with the
General Plan in its entirety, not just with the land use designation. Consistency is
determined by how well the project supports, and is consistent with, the City’s General
Plan Major Strategies, Goals and Policies, as well as the land use designation. The
proposed project was analyzed and found to be consistent with the Major Strategies, Goals
and Policies of the San Jose 2020 General Plan and with the General Commercial land use
designation on the majority (34.7 acres) of the site. Although the project is not consistent
with the High Density Residential (25-50 DU/AC) land use designation on the smaller
portion (8.8 acres) of the site, it was found to be consistent overall with the San Jose 2020
General Plan.

The Envision San Jose 2040 General Plan was approved during the preparation of the 2nd
Amendment to the Draft SEIR for the proposed project, so a discussion of the project’s
consistency with the Envision San Jose 2040 General Plan was included as a new section in
the text revisions to the Draft SEIR. The recently adopted Envision San Jose 2040 General
Plan designates the project site as Regional Commercial. The proposed project is
consistent with that designation as well as with the Envision San Jose 2040 General Plan
Major Strategies, Goals and Policies of the new General Plan, as discussed in the text
amendments for Section III. E. 2. Envision San Jose 2040 General Plan.

The current zoning designation of the site would allow the construction of up to 350,000
square feet of commercial development or up to 400 residential units, or any combination
of the commercial and residential uses that conforms to the City’s Transportation Level of
Service Policy (5-3). As such, the current zoning does not require the development of any
residential units on the site, which could be developed entirely with up to 350,000 square
feet of commercial development. Approval of the proposed Planned Development
Rezoning would allow the development of up to 400,000 square feet of new commercial
uses, which would increase jobs in the City, thereby improving the jobs/housing imbalance.

In addition, the loss of potential residential development of 400 units on the site is more
than offset by the San Jose 2020 General Plan’s residential holding capacity of 67,469
dwelling units, and by the 120,000 new residential units envisioned in the Envision San
Jose 2040 General Plan. Either plan provides ample opportunity for additional residential
development in the City of San Jose.
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The mission of the Sante Clara Valley Water District

File: 23843
Guadalupe River

August 25, 2011

Ms. Janis Moore

Department of Planning, Building, and Code Enforcement
City of San Jose

200 East Santa Clara Street, 3™ Floor

San Jose, CA 95113

Subject; Final Subsequent Environmental Impact Report (SEIR) for Almaden Retail
Center Planned Development Rezoning, File PDC10-006

Dear Ms. Moore:

The Santa Clara Valley Water District (District) has reviewed the Final Subsequent
Environmental Impact Report (SEIR) for Aimaden Retail Center Planned Development Planned
Development Rezoning, File PDC10-006, received by the District on August 11, 2011.

This letter is to follow up on the City’s responses to two items in our July 6, 2011 comment letter
on the draft SEIR.

Comment 2

The District and Army Corp of Engineers are finalizing construction documents for the
Guadalupe River Flood Protection Project, Reach 12 Blossom Hill Road to Branham Lane,
scheduled to be constructed in June 2012. Reach 12, while providing increased flood
protection, will also incorporate a large portion of the required riparian mitigation associated with
the remainder of the Upper Guadalupe River Flood Protection project reaches 6-12 that are
being constructed currently and in the near future. Due to the proximity of the project site to the
river and the fact that the prevailing winds blow from the project site toward the river, the river
area adjacent to the project site will have a special sensitivity to hybridization, being planted per
standard practice with 100% Guadalupe Watershed-specific plant material for best growth
performance. Use of plants at the project site that can hybridize with the District's mitigation
plants will jeopardize the District’s efforts in meeting the mitigation requirements for the Upper

Guadalupe River Flood Protection Project.

Plant categories which would be the most compatible with the Upper Guadalupe River Flood
Protection Project Reach 12 mitigation plants include:

is a healthy, safe and enhanced quality of living in Santa Clara County through watershed
f weat i i : ives environmentally sensitive manner.

i

sfewardship and comprehensive

5750 ALMADEN EXPwWY
SAN JOSE, CA 95118-3686
TELEPHONE (408) 265-2400
FACSIMILE (408) 266-0271
www.valleywater.org
AN EQUAL OPPORTUNITY EMPLOYER



Responses to Letter No. 2, Santa Clara Valley Water District

1. The comment is acknowledged. As stated on page 33 of the DSEIR, plantings around the
proposed HMP basin and landscape plantings within the riparian setback area, if any, will
be comprised of trees, shrubs and/or groundcover species that are riparian and native to the
region. The project applicant will work with the District in selecting appropriate landscape
plant materials throughout the project.
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Ms. Janis Moore

Page 2

August 25, 2011

Plant categories which would be the most compatible with the Upper Guadalupe River Flood
Protection Project Reach 12 mitigation plants include:

@

Drought-tolerant species.
Non-invasive, non-native species that will not migrate to the river via wind-borne seed,

seed swept into the river via runoff, or seed transported to the river via birds and other
wildlife.

Non-native species which will not hybridize with the native plants inside the flood
protection project fimits.

Native plants from outside of the area which are not capable of hybridizing with the
locally native plants within the flood protection project limits. For example, Catalina
Ironwoed, native to the Channel Islands off CA, will not hybridize with any local natives
and could be planted without concern.

Native species which are custom-collected from wild plants in the Guadalupe Watershed

and contract-grown for the proposed project.

Plant categories which would be the least compatible with the Upper Guadalupe River Flood

Protection Project Reach 12 mitigation plants include:
¢ Native species which are purchased in commercial nurseries. They typically are of

unknown genetic heritage. Large boxed tree material, such as landscape-sized oaks,
often are grown from liner stock started from acoms sourced in southern California
which are not “slightly removed from the local watershed” as noted in the City's
response to this comment and these genotypes are mal-adapted to the Bay Area.
Plants do not have to be rare to express a wide array of genetic diversity. Coast live oak
genotypes are being studied at UC Berkeley; they are talking about average pollen
flights of less than a mile, so ‘broad homogeneity’ should not be assumed.

Non-native plants which can hybridize with the native plants inside the flood protection
project limits. For example , non-native Lombardy poplar (from Italy) will cross with
native Fremont cottonwood and non-native London plane tree (from Europe) will cross
with native California sycamore and should be excluded from planting at the site. Once
seedlings from these unnatural hybrids naturalize in the creek, it is extremely hard to
weed them out, and they will degrade the geneitic integrity of the riparian forest for

many generations to come.

District staff is available to further discuss our concerns with landscaping at the site and assist
the City and the developer in developing a plant list for the site that can achieve the goals of the

City, developer, and the District.

Comment 4

The District is still interested in obtaining an approximately 30 foot wide easement over the
portion of the site adjacent to the Guadalupe River to facilitate access and maintenance of the
west bank of the river. The District would like to continue to coordinate with the City and
property owner regarding development of the site to ensure the proposed improvements,
including landscaping and irrigation, do not impact the proposed easement. The District will
formally contact the property owner to begin discussion regarding the District’s acquisition of the

easement.
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2.

The comment is acknowledged.



Ms. Janis Moore
Page 3
August 25, 2011

Please continue to forward project plans and information as it becomes available for District
review and coordination. Reference District File Number 23843 on further correspondence

regarding this project.

If you have any questions or need further information, you can reach me at (408) 265-2607,
extension 2322.

Sincerely,

A lfo

Colleen Haggerty, P.E.
Associate Civil Engineer
Community Projects Review Unit

cc: S. Tippets, C. Haggerty, T. Ibarra, D. Mody, M. Martin, L. Spahr, C. Elias, File

23843_54449ch08-25
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3. The comment is acknowledged. Plans and information will be forwarded to the District as
they become available.
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Il. TEXT AMENDMENTS

The following sections of the DSEIR are amended as noted. New wording is underlined.
Deleted wording is lined out. Deleted.

Note: Many if the following text amendments incorporate references to the Envision San Jose
2040 General Plan that was adopted by the City Council on November 1, 2011 and will
become effective December 1, 2011.

SUMMARY

Revise the Summary as necessary in accordance with the following Text Amendments.

I. A. LOCATION

page7a  Add a General Plan Map that is based on the Envision San Jose 2040 General Plan,
as shown on the following page.

page7b  Add a Transportation Network Diagram that is based on the Envision San Jose 2040
General Plan, as shown on the second following page.

I. B. PROJECT OBJECTIVES

page 1 Revise the Project Objectives paragraph as follows:

The objective of this project is to construct a high quality commercial development of a
maximum of 400,000 square feet of commercial space in the Almaden Valley area in accordance
with the Economic Development Major Strategy of the San Jose 2020—General Plan by |
generating needed jobs within the City and adding to the City’s economic base that is necessary
to fund the City’s urban service needs.

I. C. DESCRIPTION

page 15  Revise the second Access paragraph as follows:

The eurrent-San Jose 2020 General Plan Land Use/Transportation Diagram includes a bridge |
from the project site across the Guadalupe River connecting with existing Chynoweth Avenue to
the east. The Chynoweth Avenue bridge is also shown on the Envision San Jose 2040 General
Plan Land Use/Transportation Diagram. The bridge is not planned as part of the project, and is
not required for project circulation based on the traffic analysis in section III. N., Transportation
/ Traffic. The proposed project site plan would allow for a connection to the extension of Cherry |
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Avenue (formerly Chynoweth Avenue) through the site if the brldge is built in the future. Fhe

aﬂd—ﬂn addltlon there is a new proposed crossing added to the Envzszon San Jose 2040 Geneml
Plan at Thornwood Drive, as shown on the General-Plan-MapTransportation Network Diagram,
Figure 6b.

Il. CONSISTENCY WITH ADOPTED PLANS AND POLICIES

page28  Revise section E. The San Jose 2020 General Plan, as follows:

E. FHESANJOSE2020-GENERAL PLANS

1. The San Jose 2020 General Plan

The San Jose 2020 General Plan, adopted on August 16, 1994, is a comprehensive long-term
plan for the City of San Jose. This General Plan represents the City's assessment of the amount,
type, and phasing of development needed to achieve the City's social, economic and
environmental goals. The elements and parts of this plan comprise an integrated, internally
consistent and compatible statement of the official land use policy of the City of San Jose. It
contains a statement of development policies and includes a Land Use/Transportation Diagram
as well as text which set forth the objectives, major strategies, principles, goals and policies,
standards and plan proposals.

The Land Use/Transportation Diagram, Major Strategies and Goals and Policies set forth in the
plan guide the action of the City in its attempts to achieve its long term objectives. Discussions
of the land use element, major strategies, and policies that are applicable to the project follow
along with a discussion of the project's consistency.

Land UselT ransportatlon Dlagram

The San Jose 2020 General Plan Land Use/Transportation Diagram land use designations for the

project site are General Commercial on the majority of the site (34.7 acres) and High Density
Residential (25-50 DU/AC) on a small portion of the site (8.8 acres), located at the northeasterly
edge of the site along the Guadalupe River.
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While the proposed project is consistent with the General Commercial land use designation on
the majority of the site but not with the High Density Residential (25-50 DU/AC) designation on
the small area at the northeasterly edge of the site, a development consisting entirely of
commercial uses is consistent with the existing Planned Development zoning of the site as well
as surrounding land uses. The proposed project will provide a significant benefit to San Jose as
it will create jobs within the City and add to the City’s economic base, which is necessary to
fund the City’s existing urban service needs.

A project’s consistency with the General Plan is based upon its consistency with the General
Plan in its entirety, not just with the land use designation. Consistency is determined by how
well the project supports, and is consistent with, the City’s General Plan Major Strategies, Goals
and Policies, as well as the land use designation. The General Plan states that it should be
considered in its entirety with no single policy, principle, standard or plan read and considered in
isolation so as to provide some flexibility and not be applied or interpreted in such a rigid
manner that attainment of its objectives is impeded. One key objective the San Jose 2020
General Plan includes the achievement of a jobs/housing balance. The unique characteristics of
the project site - its location on an expressway and freeway, its large size (43.5 acres), its
proximity to a riparian corridor, and its provision of up to 1,000 jobs - are such that the project’s
support of the Major Strategies, Goals and Policies of the San Jose 2020 General Plan outweighs
the minor land use designation inconsistency.

The proposed project was analyzed and found to be consistent with the Major Strategies, Goals
and Policies of the San Jose 2020 General Plan and with the General Commercial land use
designation on the majority of the site. Although the project is not consistent with the High
Density Residential (25-50 DU/AC) land use designation on a small portion of the site, the
proposed project was found to be consistent overall with the San Jose 2020 General Plan.

Furthermore, a site developed entirely with commercial uses is consistent and compatible with
existing surrounding land uses and will provide a greater benefit to San Jose in the creation of
jobs while adding to the City’s economic base, which is necessary to fund the City’s urban
service needs.

The Envision San Jose 2040 General Plan was approved by the City Council on November 1,
2011, during the preparation of the 2nd Amendment to the Draft SEIR prepared for the proposed
project, so a discussion of the project’s consistency with the Envision San Jose 2040 General
Plan was included as a new section in the text revisions to the Draft SEIR. The recently adopted
Envision San Jose 2040 General Plan designates the entire project site as Regional Commercial.
The proposed project is consistent with that designation as well as with the Envision San Jose
2040 General Plan Major Strategies, Goals and Policies, as discussed below in Section II. E. 2.
Envision San Jose 2040 General Plan.
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page 37  Add the following as section E. 2. Envision San Jose 2040 General Plan:

2. Envision San Jose 2040 General Plan

The Envision San Jose 2040 General Plan, adopted by the City Council on November 1, 2011, is
the City’s latest expression of its ongoing commitment to a leadership role in the advancement of
an innovation-based economy, the development and implementation of environmental policies,
and the utilization of land use planning best practices to shape San Jose’s future. The Plan
updates the City’s overall long-term vision for its future to reflect San Jose’s changing context
and community values, building on the City’s commitment to community-based planning to
reinforce _San Jose’s consistent and ongoing goals for economic development, fiscal
sustainability, environmental leadership, and expanded transit use. The Plan also embodies the
growing support among the City’s residents for building urban, walkable communities while
preserving the integrity of established neighborhoods.

The Envision San Jose 2040 General Plan sets forth a vision and a comprehensive road map to
guide the City’s continued growth through the year 2040. The Plan includes land use policies to
shape the transformation of strategically identified and historically under-utilized Growth Areas
into higher-density, mixed-use, urban districts or “Urban Villages” which can accommodate
employment and housing growth and reduce the environmental impacts of that growth by
promoting transit use and walkability. This land use strategy, in combination with progressive
economic and environmental policies, will guide the City toward fulfillment of its future vision.
The Envision San Jose 2040 General Plan supports the potential development of up to 470,000
new jobs and 120,000 new housing units for the time frame 2011 through 2040.

Land Use/Transportation Diagram

The Envision San Jose 2040 General Plan Land Use/Transportation Diagram land use
designation for the entire project site is Regional Commercial, as shown on Figure 6a. This
designation supports a very wide range of commercial uses, which may develop at a wide range
of densities; single-story commercial buildings in large shopping malls and large or specialty
commercial centers that draw customers from the greater regional area are appropriate in this
designation, along with office uses ranging in intensity up to multi-story buildings with a Floor
Area Ratio (FAR) of 12.0. The Envision San Jose 2040 General Plan supports intensification
and urbanization of Regional Commercial areas in order to promote increased commercial
activity, and more walkable, urban environments in Regional Commercial districts. The
rezoning of the entire site for a large commercial shopping center is consistent with the 2040
General Plan land use designation. Additionally, the project incorporates a number of site
design measures to move the project in the direction of the future, people-centric vision of the
City envisioned by the Envision San Jose 2040 General Plan. Bike lanes are included on the
new Cherry Avenue/Sanchez Avenue extension, as are wide, pedestrian-friendly sidewalks,
pedestrian connections, and gathering areas.
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Major Strategies

No. 1. Community Based Planning

The Community Based Planning Major Strategy strives to embody the community values and
goals articulated through an extensive and meaningful community-based planning process in the
development and implementation of the Envision San Jose 2040 General Plan.

Consistency. The proposed pr_ojqct was presented at four Neighborhood Association meetings
(Erikson Neighborhood Association, VEP Community Association, Almaden Valley Community

Association, and Pinehurst Neighborhood Association) prior to a general community meeting on
June 23, 2011, at which approximately 42 community members were in attendance. As many of
the comments focused on the place making elements of the site plan, the proposed Development
Standards for this zoning include guidance on how and where a gathering place should be
included in the project, as well as providing clear pedestrian connections throughout the site.

No. 4. Innovation/Regional Employment Center

The Innovation/Regional Employment Center Major Strategy emphasizes economic
development within the City to support San Jose’s growth as a center of innovation and regional
employment, which will enhance the City’s leadership role in North America, increase
utilization of the regional transit systems, and support the City’s fiscal health. The Envision San
Jose 2040 General Plan Land Use/Transportation Diagram and General Plan policies support
the development of up to 470,000 new jobs within San Jose and a jobs to employed residents
ratio of 1.3 Jobs/Employed Resident. The Plan recognizes that all existing employment lands
add value to the City overall and therefore preserves those employment lands and promotes the
addition of new employment lands when opportunities arise in order to support an ambitious
amount of planned job growth.

Consistency. Approval of the proposed rezoning and subsequent development of the site with the
proposed project would result in up to 400,000 square %eet of new commercial uses, which
would add approximately 1,000 new jobs in the City, thereby benefiting the existing
jobs/housing imbalance.

No. 7. Measureable Sustainability/Environmental Stewardship

The Measureable Sustainability/Environmental Stewardship Major Strategy advances the City’s
Green Vision through 2040 and establishes Measurable Environmental Sustainability indicators
consistent with the Green Vision Goal No. 7. The Plan provides the basis for the City’s
Greenhouse Gas Reduction Strategy. The General Plan contains multiple policies to support the
implementation of environmental best practices. San Jose is a city designed, constructed and
operated to minimize waste, to efficiently use its natural resources, and to manage and conserve
resources for use by present and future generations. San Jose strives to minimize its contribution
to climate change while remaining adaptable to impacts from climate change. And San Jose will
encourage and participate in cooperative regional efforts intended to improve the quality of air
and water and to conserve land, soil, water, energy and ecosystems such as San Francisco Bay,
forests, riparian corridors, fisheries and grasslands.
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Consistency. Approval of the proposed rezoning and implementation of the proposed project
would result in a commercial center on a major roadway that is well served by a public
transportation system and within close proximity to residential development. As discussed in
more detail in section II. G. Riparian Corridor Policy Study, and section III. D. Biological
Resources, the project proposes a 100-foot riparian setback from the outside edge of riparian
habitat that will buffer the impacts of adjacent human activities on the Guadalupe River riparian
corridor. The site will be developed with green building design standards. The proposed project
will comply with the City’s “Build it Green” policies and will include design features that
improve energy and water use efficiency and reduce consumption and waste, as discussed in
more detail in section II. H. Green Building Policy, section III. F. Energy, and section III. H.
Greenhouse Gas Emissions. The project locates retail commercial uses near convenient transit.
Although the proposed project is consistent with the Measureable Sustainability/Environmental
Stewardship Major Strategy. due to the size of the project, the increase in greenhouse gas
emissions would be a significant and unavoidable impact.

No. 8. Fiscally Stronqg City

The Fiscally Strong City Major Strategy establishes a land use planning framework that
promotes maintaining a fiscal balance of revenue and costs to allow the City to deliver high-
quality municipal services, consistent with community expectations. San Jose will maintain a
Fiscally Strong City by providing adequate land for uses that generate revenue for the City and
by focusing new growth in developed areas where existing infrastructure (e.g., sewers, water
lines, and transportation facilities) are already available, resulting in maximum efficiency.

Consistency. Approval of thg: proposed rezoning and implementation of the proposed grojept
would result in a commercial center on a major roadway that is well served by a public

transportatioq system and municipal services. In addition, development of the proposed project
would result in up to 400,000 square feet of new commercial uses, which would increase sales
tax revenue to help support City services.

Goals and Policies

Land Use and Employment Policy No. |E-1.4
“Manage land uses to enhance employment lands to improve the balance

between jobs and workers residing in San Jose. Strive to achieve a minimum
ratio of 1.3 jobs/employed resident to attain fiscal sustainability for the City.”

The project provides for up to 400,000 square feet of new commercial development, resulting in
the creation of up to approximately 1,000 new jobs within San Jose.

Business Growth and Retention Policy No. IE-2.6 )
“Promote retail development to the maximum extent feasible, consistent with

other General Plan goals and policies, in order to generate City revenue,
create jobs, improve customer convenience, and enhance neighborhood

lLivability.”

The project provides for up to 400,000 square feet of new commercial development, resulting in
the creation of up to approximately 1,000 new jobs within, and increased revenue for, San Jose.
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The proposed commercial center is located on a major roadway that is well served by a public
transportation system and within close proximity to residential development.

Energy Qonservation and Renewable Energy Use Policy No. MS-2.11
“Require new development to incorporate green building practices, including

those required by the Green Building Ordinance. Specifically, target reduced
energy use through construction techniques (e.g., design of building envelopes
and_systems to maximize energy performance), through architectural design
(e.g., design to maximize cross ventilation and interior daylight) and through
site_design techniques (e.g., orienting buildings on sites to _maximize the
effectiveness of passive solar design).”

As described in sections II. H. Green Building Policy, III. F. Energy and III. H. Greenhouse
Gas Emissions, the green building standards and the energy efficiency of the proposed project,
as approved, will become conditions of the PD Permit.

Water Supply, Conservation, Recycling and Quality Policy No. MS-17.2
“Ensure that development within San Jose is planned and built in a manner

consistent with fiscally and environmentally sustainable use of current and
future water supplies by encouraging sustainable development practices,
including low-impact development, water-efficient development and green
building techniques. Support the location of new development within the
vicinity of the recycled water system and promote expansion of the South Bay
Water Recycling (SBWR) system to areas planned for new development.
Residential development outside of the Urban Service Area can be approved
only at minimal levels and only allowed to use non-recycled water at urban
intensities. For residential development outside of the Urban Service Area,
restrict water usage to well water, rainwater collection, or other similar
environmentally sustainable practice. Non-residential development may use
the same sources and potentially make use of recycled water, provided that its
use will not result in conflicts with other General Plan policies, including
geologic or habitat impacts. To maximize the efficient and_environmentally
beneficial use of water outside of the Urban Service Area, limit water
consumption for new development so that it does not diminish the water supply
available for projected development in areas planned for urban uses within
San Jose or other surrounding communities.”

The project site is located within the City’s Urban Service Area and is served by existing water
supply infrastructure. As stated in section III. O. Utilities and Service Systems, the water usage
of this proposed development was included in the growth projections of the San Jose Water
Company’s 2010 Urban Water Management Plan; and SJWC should be able to adequately
supply the project without any additional source of supply or system operation changes. A
recycled water source is not currently available to the project site.

Riparian Corridors Policy No. ER-2.1 ) .
“Ensure that new public and private development adjacent to riparian

corridors in San Jose are consistent with the provisions of the City’s Riparian
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Corridor Policy Study and any adopted Santa Clara Valley Habitat
Conservation Plan / Natural Communities Conservation Plan (HCP/NCCP).”

As stated in sections II. G. Riparian Corridor Policy Study and III. D. Biological Resources, the
proposed project is consistent with the City’s Riparian Corridor Policy Study. The project site is
located in an area that is covered by a draft HCP/NCCP, which has not yet been approved. The
Notice of Preparation, referral letters, and the Draft SEIR were sent to the Department of Fish
and Game and the U.S. Fish and Wildlife Service; however, no comments were received.

Consistency
Overall, the proposed project is consistent with the applicable major strategies and goals and

policies of the Envision San Jose 2040 General Plan.

lil. B. AGRICULTURE AND FOREST RESOURCES
page 50  Revise the Agriculture Resources Impact and Mitigation paragraph as follows:

Agriculture Resources

Fourteen (14) acres of the project site are classified as prime farmland on the Important
Farmland Map for Santa Clara County and the site has been historically used for farming. San
Jose has been built on prime soils, and most of the remaining vacant, valley floor land in San
Jose is designated as prime farmland. The San Jose 2020 General Plan reeegnizes-recognized
that “preservation of all prime soil land would mean a virtual halt to urbanization and is not a
reasonable goal”. The project site has an urban land use designation on the San Jose 2020
General Plan_and on the Envision San Jose 2040 General Plan, and is currently zoned for
commercial and/or high density residential development_or a combination thereof, and is
surrounded by urban development. Development of this site would result in the loss of 14 acres
of prime farmland that is used for pumpkins and corn each year, and of 29.5 acres of fallow
“grazing land”. There is no other adjacent or nearby farmland that is likely to directly or
indirectly convert to urban use because of the conversion of this site.

Ill. K. LAND USE AND PLANNING
page 123 Add the following as the second paragraph after the Existing Setting heading:

Envision San Jose 2040 General Plan

The land use designation for the project site on the Envision San Jose 2040 General Plan Land
Use/Transportation Diagram is Regional Commercial, as shown on the preceding 2040 General
Plan Map, Figure 6a.
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page 123 Add the following after Existing and Surrounding Uses in the Existing Setting section:

Pending Developments

Walmart is moving into, and received building permits for tenant improvements on August 22,
2011 to remodel, the vacant 92,500-square-foot former Home Expo Design Center building that
is located across Almaden Expressway from the project site. The issuance of building permits is
deemed a ministerial action, and is not the subject of a discretionary permit, public review or
public hearing. The store is proposed to be open seven days a week from 6:00 a.m. to 12:00
midnight. The store opening is tentatively scheduled for early Spring, 2012.

page 124  Add the following after the last paragraph on page 124:

Envision San Jose 2040 General Plan

Land Use/Transportation Diagram
The proposed project is consistent with the Regional Commercial land use designation of the site

as shown on the Envision San Jose 2040 General Plan Land Use/Transportation Diagram, as
shown on Figure 6a.

Major Strategies and Policies
Approval of the proposed rezoning and subsequent development of the site with the proposed

project would result in development of up to 400,000 square feet of new commercial uses, which
would increase jobs in the City, thereby benefiting the existing jobs/housing imbalance and
increasing revenue for City services. The project will provide up to 1,000 new jobs in a highly
urbanized area of the City. The proposed project would result in a commercial center on a major
roadway that is well served by a public transportation system and within close proximity to
residential development. The site will be developed with green building design standards and
will provide new jobs and revenue to the City of San Jose. As described in section II. E. 2., the
proposed project is consistent with the following Major Strategies: No. 1. Community Based
Planning, No. 4. Innovation/Regional Employment Center, No. 7. Measurable Sustainability/
Environmental Stewardship, and No. 8. Fiscally Strong City.

The proposed project includes the provision of a 100-foot setback from the outside edge of the
riparian corridor habitat; the replacement of trees that are to be removed; and the provision of an
HMP basin to intercept all runoff prior to discharge into the Guadalupe River; and incorporates
design, parking, lighting, street trees and landscaping, and noise considerations in conformance
with the policies, as detailed in section II. E. 2.
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lll. M. PUBLIC SERVICES

page 132 Revise the Fire Protection section as follows:

Fire Protection

The project site is in the service area of the San Jose Fire Department. The closest fire station is
Station No. 13, located at 4380 Pearl Avenue, approximately 1.1 miles northeasterly of the site.
According to the San Jose 2020 General Plan Services and Facilities Level of Service (Other
Services) Policy No. 16, a 4-minute average response time to all calls is recommended for fire
protection. According to the Envision San Jose 2040 General Plan Community Safety Policy
No. ES-3.1, a total response time (reflex) of 8 minutes and a total travel time of 4 minutes for 80
percent of emergency incidents are recommended.

page 132 Revise the Police Protection section as follows:

Police Protection

The project site is served by the San Jose Police Department (SJPD). The project site is within
the Southern Division of the SJPD’s service area. According to the San Jose 2020 General Plan
Services and Facilities Level of Service (Other Services) Policy No. 16, response times of 6
minutes or less for 60 percent of all Priority 1 calls and 11 minutes or less for 60 percent of all
Priority 2 calls are recommended for police protection. According to the Envision San Jose
2040 General Plan Community Safety Policy No. ES-3.1, recommended response times for
police protection are the same.

lll. N. TRANSPORTATION / TRAFFIC

page 135 Revise the Introductory paragraph before the Existing Setting heading as follows:

Hexagon Transportation Consultants, Inc. conducted a transportation impact analysis dated
May 16, 2011 that is included in Appendix I._ Hexagon Transportation Consultants, Inc. also
prepared_an addendum to the transportation impact analysis, dated November 9, 2011, that is
included in Appendix I.

page 145  Add the following after the last paragraph on page 145:

Although the above mitigation would reduce the project impact to a less-than-significant level
according to the City of San Jose Level of Service Policy, further improvements to the SR 85
southbound off-ramp have been suggested. Additional improvements include adding a fourth
lane to the SR 85 southbound off-ramp.

4-Lane Off-Ramp Alternative 1
The most efficient 4-lane configuration would include two left-turn lanes, a shared left-thru-right

(L-T-R) lane, and a right-turn lane. With the shared L-T-R lane, the eastbound and westbound
approaches would need to continue to operate as split-phase. The intersection would operate at

B-25




Level D with an average vehicle delay of 53.7 seconds with this 4-lane configuration under
existing plus approved plus project conditions. This alternative would have a new right-turn
lane with approximately 260 feet of vehicle storage.

4-Lane Off-Ramp Alternative 2
This alternative is the same as Alternative 1 except that the project would set aside additional

right-of-way to allow for further extension of the right-turn lane on the off-ramp in the future.

lll. O. UTILITIES AND SERVICE SYSTEMS
page 152 Revise the Water Supply - Potable Water Existing Setting section as follows:

Water Supply

Potable Water

There is an existing 20-inch San Jose Water Company (SJWC) water line in Almaden
Expressway, an existing 12-inch SJWC water line in Cherry Avenue (formerly Chynoweth
Avenue), and an existing 10-inch STWC water line in Sanchez Drive that ends where the
roadway ends. Extensions within the project would be required._According to the SIWC’s
Water Supply Assessment in Appendix K, the project site is in the Dow Zone, which contains
about 40,700 customer accounts.

page 154  Revise the Water Supply - Potable Water Impact and Mitigation section as follows:

Water Supply

Potable Water

Potable water for the project site is provided by the San Jose Water Company. The existing
water lines in Almaden Expressway, Cherry Avenue (formerly Chynoweth Avenue) and Sanchez
Drive are available and-adequate-to serve the project. Extensions within the project would be |
provided. The project is estimated to require approximately 40,000 gallons of water per day,
based on 100 gallons per 1,000 square feet per day. The project incorporates built-in water
savings devices such as low flush toilets to reduce water usage.

Water Supply Assessment

According to the STWC’s Water Supply Assessment in Appendix K, the water usage of this
proposed development was included in the growth projections of the STWC’s 2010 Urban Water
Management Plan. Once the final configuration of the site and fire department requirements are
known, SJIWC will perform a fire flow analysis to determine the necessary pipe sizes and
locations needed for the project. The hydraulic model results show that the addition of the
proposed project has a minimal impact on the existing distribution system and SJWC should be
able to adequately supply the project without any additional source of supply or system operation

changes.
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lll. P. URBAN DECAY

page 156  Add the following new section between III. O. Utilities and Service Systems and
IV. Cumulative Impacts:
P. URBAN DECAY

ALH ECON conducted an urban decay analysis dated November 25, 2011 that is included in
Appendix L.

EXISTING SETTING

The purpose of this section is to assess the economic impact and potential for urban decay
resulting from development of the Almaden Ranch Retail Shopping Center. For the purpose of
this analysis, urban decay is defined as, among other characteristics, visible symptoms of
physical deterioration that invite vandalism, loitering, and graffiti that is caused by a downward
spiral of business closures and long term vacancies. This physical deterioration to properties or
structures is so prevalent, substantial, and lasting for a significant period of time that it impairs
the proper utilization of the properties and structures, and the health, safety, and welfare of the
surrounding community. The manifestations of urban decay include such visible conditions as
plywood-boarded doors and windows, parked trucks and long term unauthorized use of the
properties and parking lots, extensive gang and other graffiti and offensive words painted on
buildings, dumping of refuse on site, overturned dumpsters, broken parking barriers, broken
olass littering the site, dead trees and shrubbery together with weeds, lack of building
maintenance, homeless encampments, and unsightly and dilapidated fencing.

Tenant programming for the 400,000-square-foot development has not yet been determined.
There is a large anchor space planned totaling 152,245 square feet. To provide for maximum
flexibility, three project alternatives are analyzed, representative of three possible anchor tenant
scenarios: 1) a building materials retailer; 2) a general merchandise retailer; and 3) a food
retailer sharing the anchor space with a smaller general merchandise retailer.

Aside from these prospective anchor tenant scenarios additional retail tenants have not yet been
identified, but current programming efforts suggest they could include sporting goods, general
merchandise, grocery, health club, restaurants, and services, such as banking, as shown in the
following table. Given the environmental and development timeline for the project, this study
assumes the project will begin operations in approximately 2016.
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Table 17. Tenant Categories by Alternative

Alternative A - Building Alternative B - General Alternative C -
Materials Anchor Merchandise Anchor Grocery Anchor
Square % of Square % of Square % of
Retail Category Feet Space Feet Space Feet Space
Building Materials 152,245 38.1 0 0.0 0 0.0
General Merchandise 80,142 20.0 232,387 58.1 170,387 42.6
Other Retail 50,000 12.5 50,000 12.5 50,000 12.5
Food Stores 28,000 7.0 28,000 7.0 90,000 22.5
Eating & Drinking 40,313 10.1 40,313 10.1 40,313 10.1
Non-Retail 49,300 12.3 49,300 12.3 49,300 12.3
Total 400,000 100.0 400,000 100.0 400,000 100.0
SIGNIFICANCE CRITERIA

The proposed project would have a significant impact on urban decay if it would:

o Directly or indirectly result in the physical deterioration to properties or structures that is so
prevalent, substantial, and lasting for a significant period of time that it impairs the proper
utilization of the properties and structures, and the health, safety, and welfare of the
surrounding community. Physical deterioration includes but is not limited to abandoned
buildings, boarded doors and windows, parked trucks and long term unauthorized use of the
properties and parking lots, extensive or offensive graffiti painted on buildings, dumping of
refuse or overturned dumpsters on properties, dead trees and shrubbery or uncontrolled weed
orowth, or homeless encampments.

IMPACT AND MITIGATION

The potential impacts of the project’s tenants on existing retailers in the project’s market area
and other potentially affected areas, primarily in the form of diverted sales from existing
retailers, were estimated. The extent to which the opening of the project and other cumulative
retail projects may or may not contribute to urban decay in the market areas pursuant to potential
store closures attributable to existing retailer sales diversions was also estimated.

Project Sales and Market Areas

The project’s estimated stabilized sales will range from $108.8 million to $141.2 million,
depending upon the nature of the project’s anchor tenants. Of these amounts, 80 percent are
estimated to be generated by residents of the project’s market areas, equivalent to $87.0 to
$113.0 million in sales. These sales will occur in a wide range of categories, including home
furnishings and appliances, building materials and garden equipment, food and beverage stores,
clothing and clothing accessories, general merchandise, food services and drinking (restaurants),
and other retail, as shown in the following table. The other retail category is broad, and
encompasses a wide range of retailers, such as office supply, pet supply, sporting goods, book
stores, and jewelry.
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Table 18. Estimated Sales by Retail Category

Alternative A - Building Alternative B - General Alternative C -
Materials Anchor Merchandise Anchor Grocery Anchor

% of % of % of

Retail Category Sales* Sales Sales* Sales Sales* Sales
Motor Vehicles & Parts $132,239 0.1 $355,146 0.4 $281,148 0.2
Home Furnishings/Appls  $14,431,693 16.2 $3,631,675 4.2 $2,874,984 25
Building Mat'ls/Garden $20,799,300 23.3 $917,738 1.1 $726,519 0.6
Food & Beverage Stores  $12,267,072 13.8 $12,267,072 14.1 $48,642,462 43.1
Clothing & Accessories $2,982,614 3.3 $8,010,229 9.2 $6,341,227 5.6
General Merchandise $9,907,520 11.1 $26,608,040 30.6 $21,064,018 18.6
Food Services & Drinking $14,162,226 15.9 $14,162,226 16.3 $14,162,226 12.5
Other Retall $14,444,830 16.2 $21,055,927 24.2 $18,861,261 16.7

Total $89,127,494 100.0 $87,008,053  100.0 $112,953,845 100.0

*2011 Dollars.

The project’s market areas are defined differently by project anchor, with three alternatives
defined: Alternative A - Building Materials Anchor; Alternative B - General Merchandise
Anchor; and Alternative C - Grocery Anchor. The Alternative A - Building Materials Anchor
market area is relatively large and includes the approximate southwest quadrant of the City of
San Jose. In addition, it includes all of Los Gatos, Monte Sereno, and Saratoga and a portion of
Campbell. The Alternative B - General Merchandise Anchor market area is a bit more
constrained than the building materials market area. This market area includes another portion
of San Jose’s southwest quadrant, the majority of Los Gatos, all of Monte Sereno, and a small
sliver of Campbell. Finally, the Alternative C - Grocery Anchor market area is the smallest of
the three market areas. This is in some part attributable to the more convenience-oriented nature
of grocery shopping, with proximity a more important factor than for other merchandise
categories. This market area includes only a portion of the southwest quadrant of San Jose. The
market areas are shown on the following Alternatives Market Areas exhibit.

Market Area Sales Bases and Retail Leakage

Because of their differing geographies, the project’s three market areas each have a different
estimated retail base size. In 2010 dollars, these sizes are $2.7 billion for the Alternative A -
Building Materials Anchor market area, $3.0 billion for the Alternative B - General Merchandise
Anchor market area, and $2.0 billion for the Alternative C - Grocery Anchor market area, as
shown in the following table. For all areas, the single largest component of the sales base is
food and beverage store sales, estimated to comprise approximately 17 percent to 21 percent of
each sales base. Other categories that comprise larger shares of the sales bases vary by market
area, but include motor vehicles and parts in the Building Materials Anchor and Grocery Anchor
market areas and food services/drinking (i.e., restaurants) and other retail.
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Table 19. Estimated Market Area Sales Bases, 2010 Dollars

Alternative A - Building Alternative B - General Alternative C -

Materials Anchor Merchandise Anchor Grocery Anchor
% of % of % of
Retail Category Sales* Sales Sales” Sales Sales* Sales
Motor Vehicles & Parts $401.6 15.1 $354.2 11.9 $310.2 15.5
Home Furnishings $87.3 3.3 $120.5 4.0 $66.4 3.3
Building Mat’ls/Garden $158.9 6.0 $272.0 9.1 $160.8 8.1
Food & Beverage Stores $571.7 21.5 $515.8 17.3 $351.3 17.6
Gasoline Stations $311.0 11.7 $312.0 10.5 $216.0 10.8
Clothing & Accessories $188.0 7.1 $205.5 6.9 $154.9 7.8
General Merchandise $206.6 7.8 $366.6 12.3 $221.7 11.1
Food Services & Drinking $398.9 15.0 $418.4 14.0 $267.9 13.4
Other Retalil $336.4 12.6 $413.6 13.9 $245.7 12.3
Total $2,660.5 100.0 $2,978.5 100.0 $1,994.9 100.0

*$’s in millions.

All three project market areas are characterized by high levels of retail demand leakage, meaning
that resident shopping needs are not being adequately met by the available retail venues. The
volumes of estimated leakage are high, with total leakage for each market area exceeding $1.0
billion in resident spending potential, as shown in the following table. This indicates that even
with the amount of existing retail, there are many missed opportunities for other retail venues.
The development of Almaden Ranch will serve to help retain some of this resident spending
potential in the market areas, and thus contribute toward reducing leakage and associated area
traffic congestion as consumers find opportunities to shop closer to home. Every market area
has leakage in every major retail category with only one exception, relative neutrality of actual
retail sales attraction in the clothing & clothing accessories category in the Alternative B -
General Merchandise Anchor market area and the Alternative C - Grocery Anchor market area.

Table 20. Retail Leakage and Attraction Findings, 2010

Alternative A - Building Alternative B - General Alternative C -
Materials Anchor Merchandise Anchor Grocery Anchor
Attraction/ Attraction/ Attraction/

Retail Category Leakage* Percent Leakage* Percent Leakage* Percent
Motor Vehicles & Parts (%$264.0) -39.7 ($315.5) -47.1 ($189.3) -37.9
Home Furnishings (%$51.6) -37.2 ($15.9) -11.7 ($34.4) -34.1
Building Mat'ls/Garden ($260.4) -62.1 ($140.2) -34.0 ($143.9) -47.2
Food & Beverage Stores ($140.2) -19.7 ($197.0) -27.6 ($179.3) -33.8
Gasoline Stations ($138.7) -30.8 ($142.1) -31.3 ($123.1) -36.3
Clothing & Accessories ($20.5) -9.8 ($1.3) -0.6 $1.5 1.0
General Merchandise ($503.8) -70.9 ($339.6) -48.1 ($302.5) -57.5
Food Services & Drinking ($172.7) -30.2 ($147.7) -26.1 ($151.7) -36.2
Other Retail ($179.7) -34.8 ($100.7) -19.6 ($136.5) -35.7

Total  ($1,731.6) -39.4 ($1,400.0) -32.0 ($1,259.2) -38.7

*$’s in millions.
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Project Sales Achieved Through Retail Sales Recapture

The enhanced shopping opportunities provided by Almaden Ranch will serve to help recapture
existing retail leakage. The amount of recaptured leakage will depend upon the nature of the
project’s retail opportunities and the complexity of the retail purchase.

The analysis estimates that the project alternatives will recapture $65.8 to $82.4 million in
market area resident spending potential, i.e., leakage, as shown in the following table. These
figures were estimated based upon the proportion of project sales to leakage by retail category.
Even with this amount of absorbed leakage, the market areas will each be characterized by more
than $1.0 billion in continued resident retail leakage.

Table 21. Project Market Area Sales Recapture and Remaining Leakage, 2011

Alternative A - Building Alternative B - General Alternative C -
Materials Anchor Merchandise Anchor Grocery Anchor

Recaptured Remaining Recaptured Remaining Recaptured  Remaining

Retail Category Leakage* Leakage* Leakage* Leakage* Leakage* Leakage*
Motor Vehicles & Parts ($0.1)  (%$271.6) ($0.4) ($324.2) ($0.3) ($194.5)
Home Furnishings ($7.2) ($35.5) ($0.9) ($1.1) ($2.9) ($24.5)
Building Mat'ls/Garden ($20.8)  ($250.3) ($0.9) ($148.6) ($0.7) (%$150.5)
Food & Beverage Stores ($12.3) ($143.1) ($12.3)  ($200.5) ($24.3) ($167.1)
Gasoline Stations $0.0 ($98.7) $0.0 ($102.0) $0.0 ($96.1)
Clothing & Accessories ($3.0) ($14.5) $0.0 $0.0 $0.0 $0.0
General Merchandise ($9.9) ($505.9) ($26.6) ($318.0) ($21.1)  ($287.3)
Food Services & Drinking ($14.2) ($160.4) ($14.2) ($134.6) ($14.2) ($139.9)
Other Retail ($14.4) ($162.2) ($10.5)  ($82.9) ($18.9) ($115.5)
Total (all) ($81.9) ($1,642.2) ($65.8) ($1.311.9) ($82.4) $1.175.4)
Total (exc. Auto/Gas) ($81.8) ($1,271.9) ($65.4) ($885.7) ($82.1)  $884.8)

*$°s in millions.

In the absence of a detailed shopper survey relevant to the project’s market areas, it is not
possible to identify all of the outside market area retail shopping nodes and corridors where
market area residents currently shop. Many locations outside the market areas are retail rich,
with a wide variety of shopping opportunities available. Because of this retail market
characterization, it is also difficult to predict the various venues where consumers make their
out-of-market-area_purchases. They are likely dispersed over a wide geographic area, and
among a wide number of retailers, and thus recaptured leakage from these venues are not
anticipated to be detrimental to any one specific retailer to the point of raising concern about
store closure and the downward spiral that can lead to urban decay and deterioration. This is
especially the case if leakage is recaptured from retailers who choose to locate at the project,
such that captured market area resident sales will comprise sales diverted from the same
retailer’s store in a location outside the market area. Retailers who choose this kind of
geographic store distribution make these choices deliberately to maximize their market
penetration, and thus anticipate this type of store sales redistribution when opening multiple
venues in the same general region.
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Examples of Recaptured Leakage

There has been successful recapture of retail sales leakage without significant detriment to
existing City retailers. Two examples are the Lowes home improvement store on Cottle Road
that opened in March, 2010, and the Whole Foods grocery store on Blossom Hill Road in late
2010. Analysis of sales data for the area around the stores shows how new retailers in San Jose
can achieve sales through recapturing market area leakage, and not necessarily diverted sales
from existing retailers.

Sales Impacts and Future Growth Offsets

After consideration of out-of-market-area sales and recaptured sales leakage, Almaden Ranch
has the potential to divert $7.2 to $30.7 million in sales from existing market area retailers,
depending upon alternative, as shown in the following table. The sales will vary by category,
with the food and beverage category experiencing the greatest amount of potential impact,
followed by other retail, clothing and clothing accessories, and home furnishings. No other
retail categories are anticipated to experience any sales impacts.

Table 22. Project Market Area Sales Impacts, 2011

Alternative A - Building Alternative B - General Alternative C -

Materials Anchor Merchandise Anchor Grocery Anchor
Sales % of Sales % of Sales % of
Retail Category Impact* Sales Impact* Sales Impact* Sales
Motor Vehicles & Parts $0.0 0.0 $0.0 0.0 $0.0 0.0
Home Furnishings $7.2 7.2 $2.7 2.0 $0.0 0.0
Building Mat'ls/Garden $0.0 0.0 $0.0 0.0 $0.0 0.0
Food & Beverage Stores $0.0 0.0 $0.0 0.0 $24.3 6.9
Gasoline Stations $0.0 0.0 $0.0 0.0 $0.0 0.0
Clothing & Accessories $0.0 0.0 $8.0 3.7 $6.3 3.9
General Merchandise $0.0 0.0 $0.0 0.0 $0.0 0.0
Food Services & Drinking $0.0 0.0 $0.0 0.0 $0.0 0.0
Other Retail $0.0 0.0 $10.5 2.4 $0.0 0.0
Total $7.2 0.3 $21.3 0.7 $30.7 1.5

*$°s in millions.

The sales impacts are low relative to the market area sales bases. If they translate into store
closure impacts, which is not a certainty, the greatest level of impact estimated for any one
category is 45,000 square feet in the food store category. Lesser amounts estimated include
27.000 square feet of clothing stores, and 24,000 square feet of home furnishing stores. Given
that the maximum category impacts are not isolated to just one project alternative, these impacts
are not additive. Moreover, with great amounts of retail sales leakage remaining even after the
project opens, there will be many opportunities for new retail to absorb any vacated spaces, thus
minimizing the potential for long-term vacancies to ensue and lead to urban decay or
deterioration. Of even greater likelihood is that new demand generated by new households
added to the market areas prior to the opening and stabilization of the project will offset the
majority of these sales impacts even before they are experienced by the market. Growth
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projections vary, including by market area and growth assumptions, but the analysis suggests
there is the potential for $26.1 to $164.6 million in new retail demand to be generated through
new household growth by the estimated 2016 timeframe for opening of the project.

Cumulative Project Impacts

There are 16 potential cumulative retail development projects in the market area and constituent
cities. Only the following eight projects are anticipated to be competitive with the project or
developed in a similar timeframe. Five of these projects are located in San Jose, including the
new Walmart tenant improvements currently under construction near the project site, and three
are located in Los Gatos. These eight projects have a cumulative total of 548,350 square feet of
retail planned.

San Jose
= Walmart, 92,500 square feet, conversion of Home Expo Design Center, tenant
improvements via building permit under construction;
=  Sunflower Farmer’s Market, 36,560 square feet, planned;
=  Sun Garden, 257,000 square feet, approved;
= Fruitdale Station, 29,000 square feet, under construction;
= Ohlone, 50,000 square feet, approved

Los Gatos
= Lincoln/Mercury Site, 40,000 square feet, approved;
= Chevy Site, 12,500 square feet, approved;
=  Swanton’s Ford, 30,790 square feet, approved

Based upon assumptions regarding cumulative project sales, by amount and category, and degree
of market area overlap with the project, these cumulative projects are estimated to achieve sales
totaling $56.4 million to $113.5 million generated by the same market area consumers
anticipated to support the project. These sales are in addition to the project sales. As with the
project, a substantial amount of these sales are anticipated to be absorbed through recaptured
leakage. As a result, the cumulative project sales impacts, inclusive of the project, are estimated
to total $38.7 to $65.8 million, roughly double the impacts of the project alone, as shown in the
following table.
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Table 23. Cumulative Project Market Area Sales Impacts, 2011

Alternative A - Building Alternative B - General Alternative C -

Materials Anchor Merchandise Anchor Grocery Anchor
Sales % of Sales % of Sales % of
Retail Category Impact* Sales Impact* Sales Impact* Sales
Motor Vehicles & Parts $0.0 0.0 $0.0 0.0 $0.0 0.0
Home Furnishings $9.4 9.4 $8.1 5.8 $3.4 4.5
Building Mat'ls/Garden $0.0 0.0 $0.0 0.0 $0.0 0.0
Food & Beverage Stores $24.4 4.2 $0.0 0.0 $37.3 10.5
Gasoline Stations $0.0 0.0 $0.0 0.0 $0.0 0.0
Clothing & Accessories $5.1 2.6 $15.9 7.4 $10.4 6.4
General Merchandise $0.0 0.0 $0.0 0.0 $0.0 0.0
Food Services & Drinking $0.0 0.0 $0.0 0.0 $0.0 0.0
Other Retail $0.0 0.0 $20.7 4.8 $14.7 5.7
Total $38.9 1.4 $44.7 1.4 $65.8 3.1

*$’s in millions.

Given the size of the market area retail bases, the maximum cumulative project impacts of $65.8
million comprise a small portion of the total market area sales base. Sales that may be diverted
from existing retailers can be offset by new retail demand generated by new market area growth
and by opportunities for new stores to open seeking to satisfy the continued unmet need for retail
anticipated across all market areas. The extent to which any possible store closures become
problematic for the retail market will also depend upon the market strength, regulatory controls,
and actions pursued by property owners.

Retail Market Characteristics

The market areas were examined to determine the frequency and condition of existing retail
vacancies. In general, there are some retail vacancies, ranging from small shop spaces to mid-
sized spaces, but most retail centers exhibit strong occupancy. This includes both newer and
older shopping centers, thus even older market area shopping centers are demonstrating strong
market fundamentals.

Most retail shopping centers located within and on the periphery of the market areas are in good
condition, demonstrate ongoing maintenance, and appear to have moderate to strong shopper
volume. Some vacancies along older retail corridors are not as well maintained as others more
central to major retail nodes, but these vacancies as a whole are limited in quantity. Within the
market areas there is a lot of evidence of recently renovated shopping centers or centers planning
to undergo renovation.

Historically, all of the market area cities have generally maintained relatively healthy retail
market sectors. Third quarter 2011 market statistics indicate that as of third quarter 2011, San
Jose had an overall retail vacancy rate of 5.1 percent. This is a low retail vacancy rate indicative
of a relatively strong market. Third quarter 2011 retail vacancy rates in the other constituent
market area cities ranged from 2.5 percent in Campbell to 7.0 percent in Los Gatos. Across all
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market area cities, the overall third quarter 2011 vacancy rate is 5.0 percent. This is a low rate,
indicative of a strong retail market. This bodes well for the market areas with respect to any
potential increases in vacancy attributable to potential project impacts resulting in store closures.

Retail vacancies in the market area cities are successfully securing new tenants. Information
collected on new lease transactions during the recent one-year period from October 2010 to
October 2011 identified 91 retail lease transactions in San Jose totaling 297,141 square feet of
leased space, with an average size of 3,265 square feet. Additional lease transactions also
occurred in the other market area cities, totaling 4 in Campbell comprising 23,199 square feet;
13 in Los Gatos comprising 24,137 square feet; and 10 in Saratoga comprising 19,710 square
feet. In all, there were 118 lease transactions in the market area cities, totaling 364,187 square
feet. While the average lease transaction was for a relatively small increment of space, 3,086
square feet, this activity is indicative of strong interest in the market area cities retail markets.
This is a solid indicator that retail vacancies in San Jose and the other market area cities have the
potential to be backfilled by new or expanding retail tenants.

As further demonstration of the potential for retail backfilling, information was compiled on
examples of backfilled tenants in San Jose, Campbell, and Los Gatos, with a focus on larger
tenant spaces backfilled in the current market or during the recent past. This information
included 29 backfilling examples, comprising more than an estimated 850,000 square feet of
space. This quantity of retail backfill examples is a very strong indicator of the reuse potential
of larger retail spaces and the attraction of the retail market in San Jose and the other market area
cities. These backfill examples show that the market has the demonstrated ability to backfill
retail vacancies, suggesting that any retail vacancies that might occur as a result of project or
cumulative project impacts will not remain vacant for long and contribute to conditions of urban
decay or deterioration.

Retail Vacancies and Commercial Broker Perspectives
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