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County Sues City and Redevelopment Agency for 
Breach of Contract 

2001 Agreement and Fairgrounds Interference at the Heart of the Complaint 
 
SAN JOSE, CALIF.—This week, the County of Santa Clara filed a cross complaint in the 

County of San Mateo Superior Court against the City of San Jose and the San Jose 

Redevelopment Agency for repeated failures to live up to its obligations under an agreement 

entered into in May 2001.  The City has failed to meet three requirements of the agreement—

1) that the City annex unincorporated urban pockets within the City’s urban service area; 2) 

that the City and Redevelopment Agency coordinate and cooperate with the County before 

seeking changes to State redevelopment law; and 3) acknowledge that County-owned land 

and facilities and existing County land use plans were not subject to the annexation or land 

use procedures established by the Agreement. Further, the City interfered with the County 

Fairgrounds project. 

 

The lawsuit states that “Rather than comply in good faith with the May 2001 Agreement, the 

City [of San Jose] and [San Jose Redevelopment] Agency either have ignored their 

contractual obligations altogether or have construed those obligations solely for self-serving 

purposes.”  The complaint further states that the City and the Redevelopment Agency “have 

repeatedly interfered with the County’s legitimate expectations under the Agreement, and in 

direct violation of the Agreement, have undertaken to prevent the County from developing, 

managing and operating its own property...” 

-more- 
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Annexation of County Pockets 

“The people who reside in the city's urban service area urban are not being given the 

opportunity to receive the same city services as their neighbors,” said Supervisor Liz 

Kniss, Chair of the Santa Clara County Board of Supervisors. “Nor are they able to fully 

participate in local government decisions affecting their surrounding community.” 

 

Policies that were developed in the 1970’s by all the cities, the County, and Santa Clara 

County Local Agency Formation Commission (LAFCO) provided for the inclusion of land 

within an urban service area to be annexed to that city.  In 2001, the City agreed to annex 

pockets of unincorporated lands that are scattered throughout the City’s boundaries.  Within 

the City’s urban service area, there are 68 pockets that are 150 acres or less and there are 8 

pockets greater than 150 acres.  It is impractical and difficult for the County to provide “city 

type services” to these areas.  Annexation would provide the City with property taxes from 

the urban pockets and the citizens would benefit from more efficient service and a chance to 

participate in local elections.   

 

“We tried to address this issue in 2001,” said County Executive Pete Kutras.  “We want the 

City to perform what it has agreed to do.” 

 

An example cited by the County is the City’s action to annex Coyote Valley area, which will 

create more suburban sprawl, while at the same time ignoring areas of need within sight of 

downtown – areas such as Alum Rock, Burbank, Buena Vista, Fruitdale, Cambrian Park, 

Seven Trees, and Sunol-Midtown. 

 

“Residents of these areas live in San Jose, work in San Jose, and shop in San Jose, patronize 

San Jose restaurants and movie theaters, but they are disenfranchised by San Jose,” said 

County Counsel Ann Ravel.  

-more- 

 



County Sues City and Redevelopment Agency 
Page 3 

Changes to State Redevelopment Law 

“Most people only hear about the positive aspects of redevelopment – unsightly areas 

cleaned up, new buildings erected,” said Supervisor Blanca Alvarado, District 2.  “What they 

don’t realize is who pays the bill. We’ve paid $212 million in the past four years.”  

 

The County is not alone. Another $99 million in property taxes have been diverted from K-

12 schools and $20 million from community colleges.  The County argues that the purpose of 

redevelopment, as defined by law, is to eliminate blight. To go beyond that purpose is 

overreaching and extending the Redevelopment Agency’s powers to raid County and other 

public coffers. 

County taxpayers vote for additional money for schools and public services and without 

going back to the voters, that money gets diverted to cover the cost of redevelopment.  

That is why the County struck an agreement with the City and Redevelopment Agency in 

2001, which required that they cooperate and collaborate with the County before any 

efforts are sought to change the current State Redevelopment law.  Despite that 

agreement, the City has asked state lawmakers to pass two bills. One, by Assemblyman 

Joe Coto, D-San Jose, would give redevelopment areas a 10-year extension. Another, by 

Sen. Tom Torlakson, D-Concord, would create new redevelopment zones within a 

quarter-mile of rail stations, such as those in North San Jose.  The County argues that 

these actions are a direct violation of the 2001 agreement. 

Intentional Interference With Prospective Economic Relations/County-owned Land 

The County also is suing the City for intentional interference with prospective economic 

relations because of its actions to block the bond financing and construction of the 

Fairgrounds Theater project, for which plans have been underway since 1998.  The attached 

timeline outlines the actions taken by the County to notify the public, including the City, of 

the proposed Fairgrounds Theater project and give all interested parties an opportunity to 

comment on the Environmental Impact Report.  It also outlines the role the City played in 

this process. 

-more- 
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The County’s cross complaint states that the City breached the 2001 agreement, by: 

 Attempting to apply land use provisions of the Agreement to County-owned land or 

facilities, in direct violation of paragraph VII.L, of the agreement; 

 Interfering with County’s land use plans and policies: 

 Actively working with merchant groups to fund or develop a theater project 

downtown, with the intent of destroying the County’s fairground project;  

 Actively opposing County’s efforts to obtain financing; and 

 Filing a lawsuit to halt or delay the project. 

 

“The actions of the City and Redevelopment Agency have cost the County millions of 

dollars,” said Supervisor Jim Beall, District 4. “This interference is egregious and leaves the 

County with no option except to take legal action to recoup our losses.” 

 
Previous Court Rulings on Fairgrounds Project 

In previous proceedings in the lawsuit between the County and the City, Judge Beth Freeman 

granted the County’s Anti-SLAPP (Strategic Lawsuit Against Public Participation) motion and on 

November 18, she ruled that the Fairgrounds is a County owned public project not subject to city 

review. Anti-SLAPP is a law designed to protect individuals and organizations from frivolous 

lawsuits designed to interfere with the public participation process.  SLAPP lawsuits are those 

that have the affect of delaying projects in court, even though there are not sufficient grounds to 

warrant the case.  However, on February 17, 2005, San Mateo Superior Court County Judge 

Robert Foiles ruled that after amending its complaint, the City had alleged enough to support 

going forward to trial, despite an earlier Court ruling by Judge Freeman of the same court that the 

City didn’t demonstrate sufficient grounds to prevail in its lawsuit.  

 

Meanwhile in other litigation related to the Fairgrounds Theatre project brought by the San Jose 

Downtown Association and which is pending in Santa Clara County, the County won a major 

victory when Santa County Superior Court Judge Leslie C. Nichols dismissed all claims against 

the County. Judge Nichols ruled that the County was not required to prepare a Supplemental 

Environmental Impact Report for the project and that other claims brought by the Downtown 

Association lacked any merit.   

#   #   # 
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