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1. SUMMARY

In June 2005 the City of San Jose unveiled its North San Jose Vision, a plan for building 32,000 high density residential units and 21 million square feet of commercial and office space in the North First Street transit corridor. This entire area is within the City’s Redevelopment Area (RDA) and half of the residential building, or 16,000 units and about 4 million square feet of office space, are expected to be built within the boundaries of the Santa Clara Unified School District.

A Student Generation Rate study completed for the District, projected that this development would produce 4,700 additional students for the District, 3,500 of these directly living in the developments and 1,200 spillover students from the jobs created in the area. These additional students will require five new schools; the equivalent of four elementary and one secondary, plus additional capacity for 1,200 students at existing school sites. These schools will require approximately fifty six acres of land to be purchased, assuming that they are built next to City owned parks. The construction cost for these schools is estimated at $200,000,000 with an additional $90,000,000 to $112,000,000 for land costs.

There are several alternatives to obtaining construction and land acquisition funds including developer financing, RDA financing or forming a separate Mello Roos district. Ongoing operational costs will also be an issue since SCUSD is a basic aid district, receiving its operating revenue from local property taxes. This means that SCUSD would not get any additional funds to support the students coming out of the North San Jose developments. Tax revenue would seriously trail costs to support students generated out of North San Jose, particularly in the early years of development. There are several options for assuring that SCUSD has the revenue to cover operational costs including: RDA contributions based on the number of students generated, rebasing the AB1290 base year to the current year, or the RDA releasing the full tax to the district as with other non-RDA parcels.

2. BACKGROUND

In June 2005, the City of San Jose unveiled its North San Jose Vision, a plan for developing the North First Street transit corridor. The development, all within the Rincon de los Esteros Redevelopment Project Area, will include 32,000 high density living units (apartments and condominiums) and 21 million square feet of retail and office space. About half of the development, or 16,000 units plus about 4 million square feet of commercial space, will be within the boundaries of Santa Clara Unified School District (SCUSD). Although the plan is suppose to be a twenty to thirty year plan, there are already 6,600 residential units in the planning stages and another 1,400 units on the drawing board within SCUSD boundaries. 

The City of San Jose considers this a vision versus an actual plan; nevertheless, a master plan for schools, parks or traffic management has not been developed. The City believes that only several hundred students will come out of the entire North San Jose developments and that existing schools can absorb these students. The district’s initial projection was that 1,500 to 1,760 students would be generated from this area and would require building three or four new schools to serve these students. 

As a result of a lawsuit by the County of Santa Clara, the City of Milpitas and the City of Santa Clara, the City of San Jose was required to pay SCUSD to conduct a Student Generation Rate Study and then to negotiate with the district regarding planning for schools. The result of this study shows that the North San Jose Plan will directly generate 3,500 students and indirectly generate another 1,200 students that will impact existing SCUSD schools.

3. STUDENT GENERATION RATE STUDY
In a Student Generation Study completed in August 2004, Shilts Consultants, Inc. found that new townhomes and condominiums generate, on the average 0.23 K-12 students while new multifamily units generate an average of 0.11 K-12 students. Using the lower of these two numbers, the district projected that 1,760 students would come from the 16,000 units in North San Jose.

The June 2007 Student Generation Rate study conducted by School House Services, Inc. as a result of the lawsuit settlement calculated a student generation rate of 0.026 for high end adult residential living units, 0.135 for middle level units and 1.070 for affordable housing units. This study assumed a ratio of 50% high and higher end units being built in North San Jose, 35% middle level and 15% affordable housing units. This scenario would generate 2,200 to 3,522 students, depending on the actual number of each type of housing units built and the total number of units actually built.  The smaller number of students, 2,200, would be a result of building 10,000 total units and the larger number 3,522 would come from the full 16,000 units being developed within the school district boundaries. This calculates to a composite Student Generation Rate of 0.22 per living unit. 
In addition, School House Services predicted another 1,200 students will enter the Santa Clara Unified school system as a result of the North San Jose development. These are students who do not live in the North San Jose area, but whose parents work in the area, or move here because of natural growth tendencies related to the North San Jose developments. The district will have to expand existing schools throughout the district to accommodate this spillover growth.

The total number of direct and indirect students projected to impact Santa Clara Unified School District is 3,400 to 4,700.

Of the 3,522 students coming directly out of North San Jose, the district would expect 1,943 K-5 students, 805 middle school students and 774 high school students. Given the district’s current per school average enrollment this would translate to four new elementary schools and one medium sized combination middle/high school.
4. FACILITY NEEDS ANALYSIS – AN OVERVIEW
Schools:

All SCUSD schools, except for Montague and Don Callejon, are at or within 10% of capacity. Montague currently has excess capacity of 170 students. Don Callejon is on a steep growth curve and can expect to be near capacity within the next two to three years. In-fill developments within the cities of Santa Clara and Sunnyvale are expected to fill existing schools to capacity and require the addition of some portable classrooms over the next five to ten years.

The two high schools are already over capacity.

The average SCUSD elementary school has approximately 450 enrolled students. The average capacity of SCUSD’s sixteen elementary schools is 484. The three middle schools (not including Don Callejon) average 925 students and have an average capacity of 1,161. The two high schools have an average enrollment of 1,780 and an average capacity of 1,574.

At 500 students per K-5 school, that would dictate four new elementary schools in North San Jose. The projected 1,579 secondary students (805 middle and 774 high school) would dictate a large combination middle high school, or a small high school for 1,000 students and one to four K- 8 schools with a population of 700 – 750 students.

These calculations yield a minimum of five new schools in the North San Jose area.

Land:

The State of California, Department of Education, School Facilities Planning Division’s Guide To School Site Analysis and Development, 2000 Edition recommends 11.1 acres for K-6 schools with 450 to 600 students. Acreage for buildings, roads and parking is 3.7 and another 7.4 acres are required for physical education. This outdoor area is a mixture of hard court and turf surfaces. Schools with grades 6 through 8 are recommended to have 18.1 acres with 7.4 for buildings and 10.7 for hard and turf exercise areas. High schools with an enrollment of 1,400 to 1,600 need 38.7 acres with 18.3 for buildings and 20.4 for physical education. The Guide does not address K-8 school needs, but can be assumed to be somewhere between elementary and middle school needs shown above.

A portion of each school site (that varies by grade level of school) is needed for outdoor turf recreation. As seen at Don Callejon School in Rivermark and other Santa Clara schools, a joint use agreement can be entered into with the City for the City park to serve as the turf requirement for the school and at the same time serve to provide a park for the local residents. At Don Callejon, the 900 student school uses 7.5 acres for buildings and hard court surfaces and is adjacent to a 7.5 acre city park that the school has use of during the day. It would not be realistic to place a high school adjacent to a city park because of its particular needs for football, soccer, baseball and physical education fields.
The total land requirement would be for four areas of about 4 acres of usable land each adjacent to a 7 acre park plus about 40 acres of usable land for the high school. 
A school architect will need to be retained to determine more closely the school land needs associated with the school needs.
Cost:

Costs for acquiring land and building schools can only be estimated at a very high level at this time. As an example of a school cost, the Don Callejon K-8 school cost approximately $32 million. The land for the school was donated by the consortium of developers. It can be assumed that building multi-story buildings with hard court surfaces on the roofs would cost more to build. 

If we assume a cost of $20 million per K-5 school with an enrollment capacity of 500 - 600 and $120 million for a 2,000 student 6- 12 school, we have a total of $200,000,000 for construction costs alone.

If we assume a range of $1.6 to $2 million an acre for land acquisition costs, and assume that a City owned park will be placed next to the elementary school, but not the high school, we have a total acreage requirement of 56 acres, or a cost of $90,000,000 to $112,000,000. This assumes that the City buys the park land and improves it with the hard court surfaces required for a school.

This gives a total estimated cost for needed schools of almost $312,000,000.

A school architect will need to be retained to determine more closely the school costs.

Spillover facility needs:

The creation of 32,000 living units and 21 million square feet of commercial space will produce a demand for additional housing not within the North San Jose Plan area. School House Services, Inc. projected that SCUSD would have to absorb 1,200 more students than if the projects were not built. Permanent school housing will have to be planned for these students. 

Funding:
SCUSD has several options for housing these spillover students. Assuming this growth occurs throughout the district, existing schools can be expanded by adding portable classroom buildings. The district can also reopen one or more of its closed school sites.

Either of these options requires a cost. Installed portable costs, on average, $100,000. Assuming 25 students per portable, 1,200 students would require 48 portables at a cost of $4,800,000. Opening up closed school sites would trigger remodeling and renovation costs which could run in the range of $2 to $3 million per school.

There is also a cost to educate these 1,200 students. As a basic aid district, no new tax revenue would accrue to the district for these students. The district would have to look elsewhere to cover these additional costs.

5. REDISTRICTING

One option proposed to provide facilities and operational funding for the new students generated out of the North San Jose area is for SCUSD, Orchard School District and East Side Union High School District to redistrict their boundaries with the result of SCUSD ceding the entire North San Jose area (defined as the Rincon de los Esteros Redevelopment Area) to the two neighboring districts. The assumption has been made that these two districts have the current capacity to house the new students. And, because both districts are funded on the Revenue Limit basis, they would automatically receive funding by the State of California for the new students.

In 2001 SCUSD ceded a portion of land in San Jose referred to as the Moitoza property, along with a swatch of land between North First Street and Zanker Road to Trimble Avenue, to Orchard School District and East Side Union High School District. A developer built 1,400 high end apartment units on the Moitoza property (North Park apartment complex) which were expected to generate a large number of students. SCUSD did not have the capacity to house these students and there was no source of revenue to pay for these student’s education. Orchard and East Side, both being Revenue Limit districts and both having excess capacity at their schools, were willing to append the land. About 18 students have come from this project.

Although no vote has been officially taken, several Board members have expressed that they do not favor the district losing any more property.  Orchard and East Side probably do not have a clear understanding of the impact of the students now projected to come out of the area and may not have the facilities to serve the students. Schools would have to be built anyway. 

Although a small number of students are expected to come out of the Irvine project planned for the Sony site on Zanker Road, this is only one of several projects anticipated for the RDA area. Other projects will be coming on line and more of these will have to be moderate income and affordable units, thus generating even more students. There might be some questions raised about the appropriateness of sending all high income students to one district and low income students to another district that live in the same geographic area.

The purposes for redistricting are:

1. Facilities capacity: There is a belief that Orchard and East Side have the capacity to take on more students and thus there would not be a need for additional facilities. However, as shown elsewhere, there will be 3,500 students plus their share of the spillover coming out of this area and it is doubtful that these districts have that capacity.

2.  Operational funding: Orchard and East Side are Revenue Limit districts and as such are funded on a per student basis by the State – the more students they have the more money they get from the State. They are not dependent on the tax revenue generated from the RDA. On the other hand, SCUSD is a basic aid district and is funded from property taxes. As more students are added, revenues do not go up. The same existing revenue stream has to pay for the education of more and more students. With the North San Jose projects being in a Redevelopment Area only limited taxes flow through to the school district.  This concept is explained more fully in the Operational Cost section elsewhere in this paper.

SCUSD opposes redistricting on the grounds that it does not want to give up land and that the other districts would have the same facilities issues. 
Orchard School District has a capacity for 1200 students and a current enrollment of about 800. They are a K-8 district. However, more study will have to go into operational funding options to ensure that the North San Jose students receive a proper education, no matter which district they attend.
6. POTENTIAL FACILITIES REVENUE SOURCES
Determination of the total amount of funding required:

Determine the funding required for 

1. Land acquisition – see Facilities Needs Analysis section
2. School construction – see Facilities Needs Analysis section
Determining the total square footage:

The total square footage will be needed to determine the Developer Fee income, or the In Liu square footage fee. An average of 1,000 square feet per living unit will be used for the purposes of this paper.
Determine the number of units to be built:

The total number of units will be needed for the Mello Roos calculation. This information will come from the City of San Jose Planning department. For purposes of this paper, 16,000 units will be used.
Funding Source Alternatives:

1. Developer fees

SCUSD’s current Level I Developer Fees are $2.24 per square foot for residential development and $0.36 per square foot for commercial and industrial development. Developer fees imposed on commercial and industrial development is in recognition of the jobs created by the development and the consequential housing required to support the jobs created by the businesses.  At this rate, SCUSD could expect approximately $40,000,000 in developer fees from the 16,000 living units ($35,840,000) and 11 million square feet of retail and office space ($3,960,000) created in North San Jose.
School House Services, Inc. estimates Developer Fees of $57,000,000 based on a rate of $2.63 per square foot and an average of 1,300 square feet per unit, and 3.6 million square feet of net new commercial space.

Level II Developer Fees would allow approximately $5.26 per square foot of living space and generate approximately $84,000,000 in developer fee income. Per Government Code 65995.5, to qualify for Level II fees the district must:

a. Make a timely application to the State Allocation Board (if matching State funds will be used)

b. Conduct and adopt a school facilities needs analysis

c. Satisfy at least two of the following requirements:

i. A substantial amount of students (40%) are on a multitrack year-round schedule

ii. The District has placed on the ballot in the previous four years a local general obligation bond to finance school facilities

iii. The district has issued debt or incurred obligations for capital outlay equivalent to 15% or 30% of the district local bonding capacity

iv. At least 20% of the teaching stations within the district are relocatable classrooms.

The District does not currently meet two of these four requirements.

The Developer Fees charged under Level II rules would normally allow a 50/50 match from the State Allocations Board. However, because the district currently has four closed school sites, it would not be eligible for this match.
With funds not being available from the State Allocations Board (per Government Code 65995.7), the district may increase the developer fees to cover the State match. This could potentially result in developer fees of $10.52 per square foot of residential living space and $1.68 per square foot for commercial space giving $174,000,000 in Developer Fees, far short of the $312,000,000 needed. This calculation would require the assistance of a consultant.
In summary, Developer Fees, whether Level I, II or III will not be sufficient to purchase needed land and construct schools.
The disadvantage to using developer fees, especially Level II or III is that all development within the Santa Clara Unified School District is subject to the same fee level. The question is, is it fair for a developer in southeast Sunnyvale to have to pay a significantly higher fee for schools being built in North San Jose because of the North San Jose Plan?

2. In Liu School Impact Fees

The City of San Jose may ask that all developers contribute a fee In Liu of the Developer Fee to pay for the purchase of land and construction of schools. This fee could be based on the number of units or the total square footage.
The district needs to make sure that this fee covers the cost of students coming out of North San Jose as well as spillover students that will occupy other schools.
This fee would be calculated by the total cost to purchase land and construct schools divided by the number of units or total square footage, plus another 25% to cover spillover students.

The total impact fee per square foot required to buy land and construct schools is based on the following formula: 

Total funds required / total square footage planned (at 1,000 per unit) = fee per square foot

$312,000,000/16,000,000 sq. ft. = $19.50
Then add another $4.90 per square foot to cover spillover students, for a total of $24.40 per square foot.

Or, calculated on a per unit basis:

$312,000,000/16,000 = $19,500 per unit

Plus $4,900 to cover spillover students, for a total of $24,400 per unit.

School House Service, Inc. has projected a per student cost of $56,000 per elementary school student, $64,200 per middle school student and $75,200 per high school student for a total cost of $291,000,000.

3. Developers build and deliver
The developers can form a consortium and raise the money among themselves, then contract out the design and building of schools. When the schools are completed, the developer turns over to the district. The developer consults with the district on the design and construction during development.

4. Developer funded

This option is the same as above, except the developers turn the money over to the district, who then designs and builds the schools.
5. RDA funded

The City of San Jose Redevelopment Area provides all of the funding for land acquisition and school construction.
6. Mello Roos District

A Mello Roos district allows a growing development to essentially tax itself to pay for needed infrastructure, in this case schools. The owners can vote to tax themselves, and then based on that vote, the district can sell bonds, to be paid back with the taxes from the Mello Roos district. The bonds can be used to purchase land and construct schools.
A vote can be taken of the final home owners, in this case the final 16,000 units. A 2/3 “Yes” vote is required. However, funds would not be available until after the vote which would mean that the district would have to fund school construction prior to the units being completed and occupied.

A vote can also be taken of the land owners prior to development. This would be the owners or developers before they sold or developed the land. They can vote to tax themselves (2/3 vote required), either prior to any units being built, or to start the tax once a unit is built and either sold or rented. With this method, a land owner or developer will not be required to pay any Mello Roos taxes until the land is actually developed. Then the eventual home owner (or apartment complex owner) would pay the extra property tax annually. 

An advantage accruing to the developers by using this method is that the school district can get a better interest rate on its bonds then the developer can get resulting in a lower school impact fee financing cost to the developer. In addition, the City and the school district can form a joint Mello Roos district and the developers can finance both schools and parks using this financing method and save cash out of pocket.

If a developer pays the fee, the In Liu fee, or contributes the funds then the contribution becomes an added cost of the unit and is reflected in the selling price or the rental rate. If a Mello Roos district is used, the cost is borne by the home or apartment owner. This would lower the cost to the developer and the condominium owner, but would be made up over the years as taxes become due. As a simple example, a Mello Roos home owner (or per apartment unit) could expect to pay $750 to $950 per year for twenty five years in additional taxes.
The district would have to retain Mello Roos consultants to structure this financing method properly.

7. District Wide Bond Election
The district can go to the voters for a district wide bond election. The District would have to determine if it has that much bonding capacity available. It is doubtful that the entire district will vote to tax themselves for the City of San Jose.

7. LAND ACQUISITION

Potential school sites will need to be identified and a determination made as to whether this property can be purchased.

The State Department of Education, School Facilities Planning Division must approve a potential school site prior to acquisition and has specific guidelines for school site selection.
The timing of land purchases is important as the value of land increases as other plots are developed. The district will want to get options on the land as soon as possible.
The district will work with the City of San Jose to identify potential school sites where adjacent parks can be built. 

The City can zone specific parcels for school use only or can use its powers of eminent domain to acquire school sites.
8. INTERIM STUDENT HOUSING
All 3,500 to 4,700 students would not come to the district in a linear manner. As various projects come on line the total enrollment would make stair step type jumps.

The implication of this is the district needs to plan for and build schools long before there are enough students to fill them. 
Students coming out of the North San Jose developments would attend existing SCUSD schools as the new schools are being built. The capacity of existing schools will have to be increased to house the transient students. The first new school would be opened somewhat under its designed capacity. As new residential projects come online and the next school is being built, the first school would reach its capacity and share in the overload of new students coming into the system. SCUSD’s existing schools would again be called into service to house excess students while the second and subsequent schools were being completed. 

Funding would be needed to prepare existing schools to house the overflow while new schools were being completed. Operational funding would also be needed at this time.

9. TIMELINES

Adding new schools to support the North San Jose Plan requires long term planning. Sufficient land should be set aside for all potential schools prior to building any housing units. Construction planning of a school needs to be started three years before it is needed and it has to be available before the student population reaches half of its capacity. And then the next one has to be started. 

It takes two to three years to plan and build a school. The funding for new schools must be secured prior to commencing construction. We anticipate that it will cost $200,000,000 to build the five needed schools. Plus another $112,000,000 to purchase the land.

There are two ways a district can build schools to serve the North San Jose Plan student population:

1. Respond to the students coming out of the housing units as they are built. Using this planning method, SCUSD’s existing schools would use excess capacity to house students as the housing is built and produces students. Currently, our schools that could serve the North San Jose Plan area have the capacity to take in about 200 K-5 students. Even under this scenario, the first school would have to be started right away given a three year turnaround to open a school. As a rate of students coming from the new housing is determined, schools can be brought online using existing schools as overflow while the new schools are being built. The newest schools have to be built while there is still significant excess capacity at existing schools. 

2. Plan all new schools at the front end with anticipated opening dates. Modify the schedule as the rate of incoming students is determined.

Since housing production will be the result of demand and probably not built on a specific timeline, then school construction will have to follow the demand for housing. Assuming we know where each school will be located, and the plans for the schools are completed early on in the housing development cycle, the build-out time can be as little as twenty four months.

Building schools should err on the side of building in excess capacity, rather then risk not having enough capacity to serve incoming students.

A new small high school will also be required very early on in the housing development process. Current SCUSD high schools are over capacity. A small campus for sixth through twelfth grade students, started early in the housing building process could be used partially by SCUSD existing students to relieve overcrowding at our current schools and would be available to include new students generated out of the new housing. As this school nears capacity, 6 to 8th grade students could transition to a new K-8 school.
Assumptions:

· Students are generated out of the housing units more or less evenly over twenty years with some up front loading as first phase units are built out
· 2000 K-5 students will come out of the housing within SCUSD boundaries

· Four K-5 schools will be required

· Each school will have a capacity of 500 - 600 students

· A school will need to be opened when it is at half capacity so there is capacity to house additional students as the next school is being built

· Funding or funding commitments will be required at least two years before a school is opened

· All dollar amounts are stated at current value

What the following chart tells us:

 School # 1:

· Funding is needed in year 1 ($20,000,000)

· The school will open in year 3 with 250 students

· (These 250 students will be housed in SCUSD existing schools as School # 1 is being built)

· The school will be at capacity in year 4
School # 2:

· Funding is needed in year 3 ($20,000,000)

· The school will open in year 5 with 250 students

· (Students will be housed in School # 1 and existing SCUSD schools while School # 2 is being built)

· The school will be at capacity in year 6 or 7
School # 3:

· Funding is needed in year 6 ($20,000,000)

· The school will open in year 9 with 250 students

· (Students will be housed in Schools # 1 and 2 and existing SCUSD schools while School # 3 is being built)

· The school will be at capacity in year 12
School # 4:

· Funding is needed in year 12 ($20,000,000)

· The school will open in year 15 with 250 students

· (Students will be housed in Schools # 1, 2 and 3 and existing SCUSD schools while School # 4 is being built)

· The school will be at capacity in year 20
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School # 5:

This chart does not include school # 5 which would be the middle/high school. Because of the lead time to plan and build, the school would have to be funded and started early in the process because of the already severe overcrowding of the district’s existing high schools.

More thought and planning has to go into the configuration of schools – K-5 versus K-8 or 6-8 and 9-12 versus 6-12.
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