CITY OF PALO ALTO
INTERIM OFFICE/R&D ANNUAL LIMIT GUIDELINE
February 17, 2016

Pursuant to the authority granted by Palo Alto Municipal Code (“PAMC"”) Section
18.85.208, the following Interim Office/R&D Annual Limit Program Guideline
(“Guideline”) is hereby adopted and determined to be desirable for the implementation
and enforcement of PAMC Section 18.85.200 (Annual Office Limit) of PAMC Chapter
18.85 (Interim Zoning Ordinances). All defined terms used in this Guideline shall have
the meaning set forth in PAMC Section 18.85.201.

Overview: The purpose of this Guideline is to implement the annual limit on Office/R&D
development adopted by Ordinance Number 5357 on October 26, 2015. The annual
limit was adopted on an interim basis for two years (until November 26, 2017) or until
the Comprehensive Plan Update is completed, whichever occurs first.

No more than 50,000 gross square feet of new Office/R&D development can be
approved within a given fiscal year in the subset of the City shown in Attachment A and
adopted as Exhibit A of Ordinance 5357. This Guideline is intended to implement the
interim annual limit in Fiscal Year 2015/16 and Fiscal Year 2016/17.

Program Guideline:

A. Applicability. This Interim Office/R&D Annual Limit Program Guideline is
applicable to all discretionary development applications proposing an increase in
gross square footage devoted to one or more of the following uses,® when the
site is located within the area shown on Exhibit A of Ordinance 5357:

° Research & Development as defined in PAMC Section 18.04.030(123)

° Administrative Office Services as defined in PAMC Section 18.04.030(6)
° General Business Office as defined in PAMC Section 18.04.030(61)

° Medical Office as defined in PAMC Section 18.04.030(95)

° Professional Office as defined in PAMC Section 18.04.030(116).

Building permit applications and associated use and occupancy certificates are
not discretionary and applications proposing use or reuse of existing building
space via non-discretionary applications are not subject to the Interim
Office/R&D Annual Limit.

B. Exemptions. Exempted applications, as defined below, shall be processed in
accordance with applicable sections of the PAMC without regard to the

! The text of the cited definitions is included in Attachment B.
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procedures established by this Guideline. The decision to approve or disapprove
such applications shall be appealable to the City Council in accordance with
existing provisions of the PAMC.

An applicant may request in writing a formal determination that a pending
application is exempt pursuant to one of the exemptions outlined below at any
time. The resulting written determination shall be considered a code
interpretation that is appealable to the City Council consistent with Section
18.01.025 of the PAMC.

1. Accessory office space that is incidental to and customarily associated with a
principal use or facility. Examples include a small office space used in
conjunction with a retail establishment, a hotel, a school, or a religious
institution.

2. City office space.

3. Any application proposing less than 2,000 new gross square feet of Research
& Development, Administrative Office Services, General Business Office,
and/or Professional Office, where such application does not also involve the
Medical Office exemption in item (4) below.

4. Any application proposing a project containing less than 5,000 new gross
square feet of Medical Office, where such application does not also involve
the exemption in item (3) above.

5. “Pipeline Projects” as follows:

a. Projects which obtained a planning entitlement prior to the effective
date of Ordinance 5357 (November 25, 2015).

b. Projects which are the subject of a planning entitlement application
that was submitted to the City in 2013 or 2014 and deemed complete
by the City on or before March 31, 2015.

“Self-Mitigating Projects” which provide rental housing for more members of the
workforce than would be employed in the project, and which provide substantial
transportation demand management (TDM) strategies either individually or in
combination with other projects or programs such that parking and traffic
conditions in the site vicinity would be improved.

Economic Hardship Waiver or Adjustment. An applicant may request that
requirements of Ordinance 5357 be adjusted or waived based upon showing that
applying the requirements of Ordinance 5357 would effectuate an
unconstitutional taking of property or otherwise have an unconstitutional
application to the property.
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1.

2.

The applicant shall bear the burden of presenting evidence to support a
hardship-related waiver or modification and shall submit an economic
analysis along with an explanation of the factual and legal basis for the claim
to the Director of Planning.

The Director of Planning shall review the request and forward it to the City
Council with a recommendation within 60 days. The City Council shall
consider the request at a noticed public meeting, along with the economic
analysis and the Director’s recommendation, and provide a final decision to
grant or deny the request.

E. Processing and review of applications subject to the Interim Office/R&D Annual
Limit.

1.

2.

Applications subject to the Interim Office/R&D Annual Limit shall be
processed in accordance with the PAMC and the California Environmental
Quality Act (CEQA), except that neither the Director of Planning nor the City
Council shall adopt the CEQA document or act upon any such applications
between July 1 and March 31 of each year.

The Director of Planning shall review all such applications that are pending
final action by the Director of Planning or City Council as of the close of
business on March 31 of each year, and determine which applications are
eligible for consideration.

a. Pending applications only become eligible for consideration if they have
been recommended for approval by the Architectural Review Board
(ARB) and the Planning & Transportation Commission (PTC — for Site and
Design and rezoning applications only), and if review pursuant to CEQA
has been completed. For purposes of this section, subdivision requests
accompanying entitlement applications do not need to be submitted or
processed.

b. Applications that are not eligible for consideration at the close of
business on March 31 will be reviewed for eligibility in the following fiscal
year unless the 50,000 square foot annual limit has not been reached as
described in paragraph (c) below. In this case, additional applications
may become eligible and be considered between March 31 and June 30,
as long as the 50,000 square foot annual limit is not reached.

If the sum total of new square footage proposed by all eligible applications
on the close of business on March 31 is 50,000 square feet or less, all of the
applications will be acted upon by the approving authority established in the
PAMC. For example, the Director of Planning would act upon Architectural
Review applications, and that action would be appealable to the City Council.
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The City Council would act upon applications requiring Site and Design or
rezoning.

If the sum total of new square footage proposed by all eligible applications
on the close of business on March 31 is greater than 50,000 square feet, the
Director of Planning shall prepare the applications for hearing by the City
Council as follows:

a.

At an initial hearing, the Director shall provide the City Council with all
pending applications, including required CEQA documents,
recommended findings and conditions of approval. Each applicant will
be invited to present their project at the initial hearing, and the City
Council may provide comments and direction regarding the
recommended findings and conditions. The initial review of the eligible
projects by the City Council may be spread over more than one meeting
if time does not allow review of all projects on one meeting agenda.

i. If the City Council is unable to support approval of the
required CEQA document or the required findings for
any of the eligible projects, it may direct staff to prepare
findings for denial or impose conditions that will permit
it to make the necessary findings.

ii. Projects that are denied based upon not meeting
required findings for approval are no longer eligible
projects and the applicant must submit a new planning
entitlement for a substantially different project for
proposed development at the same site.

At a second public hearing, the Director shall provide the City Council
with a recommended ranking of the eligible applications using the
scoring criteria included below. The Director may convene a panel
consisting of the Chair of the ARB and the Chair of the PTC to assist in
the ranking. At the second public hearing, the City Council shall review
the Director’'s recommendation and select the projects that shall
receive an office/R&D allocation. The projects selected shall receive
planning entitlement approval at the same hearing, which shall occur
before the end of the fiscal year on June 30. The City Council shall
approve, deny, or approve as modified the project(s) receiving an
office/R&D allocation.
Any application that is not approved by the City Council solely because
it exceeds the office/R&D allocation shall be denied unless the
applicant requests that the project be rolled over for consideration in
the next fiscal year. In addition, the applicant may request his/her
application be rolled over to the next fiscal year if the City Council
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proposes to modify the project by reducing its square footage and the
applicant declines to do so. A project can be rolled over only one time.

Expiration of Office/R&D Allocation. Once a project has been approved, all
applicable entitlement timelines apply to the project, including the expiration of
approvals. If an entitlement expires, the approved allocation also expires. The
allocation cannot be carried over to another development proposal; it must be
used for the approved project or it will be lost.

Review Criteria and Scoring.

1. Eligible applications that were deemed complete by the City between March
31 and June 15, 2015 shall have priority over other projects and shall be
evaluated against each other and granted an allocation before other eligible
applications are considered

2. Review criteria are established in Ordinance 5347 as follows:

Impacts
a. The density of the development in the context of underlying
zoning and the site surroundings; and
b. The ability to avoid or address potential impacts on traffic and
parking;
Design
c. The quality of design, including the attention to human scale
where the building(s) meet the street, the compatibility with
surroundings, and the overall architectural quality; and
Environmental Quality
d. Environmental quality
Public Benefit
e. The value to the community of public benefits offered; and

Uses
f. Mixed use projects including substantial housing; and
g. Mixed use projects including retail; and
h. Mixed use projects that provide space for cultural amenities such

as but not limited to art galleries and studios

3. The Director’s recommendation shall be based on an evaluation of eligible
applications weighting the review criteria as shown in the score card in Table
1, below. All projects will be ranked against each other according to the
point totals they receive.

4. The City Council may accept the Director’s recommendation or modify it
based on its independent review of the criteria, and shall determine which
eligible applications will be approved, approved with modifications, or
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denied, such that the total square footage approved does not exceed 50,000
new gross square feet of the uses listed in Section A, above.
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Table 1. Interim Office/R&D Annual Limit Scoring (One Score Card Shall be Used to Evaluate Each Eligible Application)

Project Address and APN: Net New Square Footage Requested:

Brief Project Description:

Scoring Criterion Total Considerations for Each Criterion . Explanation
Possible Project
Score
Score
1. Impacts 30
a. The density of the Projects will be ranked against each other, with
development in the context the most points awarded to the project that does
of underlying zoning and the not require variances or exceptions from
site surroundings 10 applicable quantitative standards of the code
and that is deemed to be most consistent in
terms of its mass and scale with nearby
buildings. !
The ability to avoid or Projects will be ranked against each other, with
address potential impacts on the most points awarded to the project resulting
traffic and parking 20 in the least traffic and the least potential for
unmet parking demand, regardless of whether
these impacts are considered significant
pursuant to CEQA.
2. Design 20
The quality of design, Projects will be ranked against each other, with
including the attention to the most points awarded to the project with the
human scale where the highest quality of design. Rankings will consider
building(s) meet the street, 20 how the buildings address the street and their
the compatibility with compatibility with surrounding buildings.
surroundings, and the overall
architectural quality
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Scoring Criterion Total Considerations for Each Criterion . Explanation
Possible Project
Score
Score
3. Environmental Quality 20
a. Environmental quality Projects will be ranked against each other, with
the most points awarded to project that avoids
significant environmental impacts under CEQA
and that is designed to enhance the built and
20 natural environment. Enhancements may
include, but are not limited to, incorporation of
energy conservation, storm water, and
sustainability features above and beyond legal
requirements, as well as incorporation of
vegetation/landscaping and bird friendly design.
4. Public Benefit 20
b. The value to the community Eligible projects will be compared to each other
of public benefits offered in terms of their value to the community, with
the top project receiving up to 20 points and
20 other projects receiving lower rankings based on
their relative benefits. For purposes of this
section, the value of public benefits may be
qualitative or qua ntitative.”
5. Uses 20
c. Mixed use projects including Projects will be ranked against each other with
substantial housing 10 the most points awarded to the project with the
greatest number of dwelling units.’
d. Mixed use projects including Projects will be ranked against each other based
retail 5 on their mix of uses, including the quantity of
ground floor retail.?
e. Mixed use projects that Projects will be ranked against each other based
provide space for cultural on their mix of uses, including retail or personal
amenities such as but not 5 services uses (galleries or studios) for use by

limited to art galleries and
studios

artists, or space for other cultural uses. A
project’s public art requirement does not count
towards this.’
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Notes:

For purposes of this section, exceptions to the “Build to Line” standard and requests for parking reductions per PAMC Section 18.52.050 shall not be
considered. Section 18.52.050 can be used to allow parking adjustments based on provision of on-site amenities, shared parking, senior housing,
affordable housing, housing near transit, and TDM plans.

Benefits may be intrinsic to the project, such as affordable housing units, publicly accessible open spaces, publicly accessible off-street parking,
community meeting space, or subsidized rent for community-serving non-profits. Benefits may also be extrinsic improvements or voluntary financial
contributions to larger community initiatives. Some benefits may be quantifiable and some may not.

By rewarding provision of uses that may not be permitted in all zoning districts, this section effectively gives some priority to those projects that are
proposed within districts that allow the desired uses (when those uses are incorporated into the proposed project).

INTERIM OFFICE/R&D ANNUAL LIMIT GUIDELINE
Revised February17, 2016
Page 9




Attachment A
Map of Areas Subject to the Interim Office/R&D Annual Limit

Attachment C
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Attachment B

Definitions of Relevant Office and R&D Uses from the Palo Alto Zoning Ordinance

Land Use

Code Section

Definition

Research
Development

&

18.04.030(123)

"Research and development" means a use engaged in the study,
testing, engineering, product design, analysis and development of
devices, products, processes, or services related to current or new
technologies. Research and development may include limited
manufacturing, fabricating, processing, assembling or storage of
prototypes, devices, compounds, products or materials, or similar
related activities, where such activities are incidental to research,
development or evaluation. Examples of '"research and
development" uses include, but are not limited to, computer
software and hardware firms, computer peripherals and related
products, electronic research firms, biotechnical and biomedical
firms, instrument analysis, genomics, robotics and pharmaceutical
research laboratories, and related educational development.
Research and development may include the storage or use of
hazardous materials in excess of the exempt quantities listed in Title
15 of the Municipal Code, or etiological (biological) agents up to and
including Risk Group 3 or Bio Safety Level 3 classifications as defined
by the National Institute of Health (NIH) or the Center for Disease
Control (CDC). Higher classification levels of etiological (biological)
agents are not allowed without express permission of the City
Manager, Fire Chief, and Police Chief.

Related administrative uses such as finance, legal, human resources,
management, marketing, sales, accounting, purchasing, or
corporate offices; provisions of services to others on or off-site; and
related educational uses may also be included provided they remain
primarily supportive of the primary uses of "research and
development" and are part of the same research and development
firm.

Administrative
Office Services

18.040.030(6)

"Administrative office services" means offices and service facilities
performing headquarters, regional, or other level management and
administrative services for firms and institutions.

General

Business Office

18.040.030(61)

"General business office" means a use principally providing services
to individuals, firms, or other entities, including but not limited to
real estate, insurance, property management, title companies,
investment, personnel, travel, and similar services.

Medical Office

18.04.030(95)

"Medical office" means a use providing consultation, diagnosis,
therapeutic, preventive, or corrective personal treatment services
by doctors, dentists, medical and dental laboratories, and similar
practitioners of medical and healing arts for humans, licensed for
such practice by the state of California. Incidental medical and/or
dental research within the office is considered part of the office use,
where it supports the on-site patient services. Medical office use
does not include the storage or use of hazardous materials in excess
of the permit quantities as defined in Title 15 of the Municipal
Code. Medical gas storage or use shall be allowed up to 1,008 cubic
feet per gas type and flammable liquids storage and use shall be




Land Use

Code Section

Definition

allowed up to 20 gallons total (including waste).

Professional
Office

18.04.030(116)

"Professional office" means a use providing professional or
consulting services in the fields of law, architecture and
architectural design, engineering, accounting, and similar
professions, including associated product testing and prototype
development, but excluding product manufacturing or assembly
and excluding the storage or use of hazardous materials in excess of
permit quantities prescribed in Title 15 of the Municipal Code.
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