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Recommendation
Staff recommends that the City Council discuss its objectives and issues associated with
establishment of an annual limit on office/R&D development, and provide direction to staff
regarding next steps which may include:
1. identifying alternative approaches or annual limits on office/R&D development that can
be further defined and evaluated as part of the Comprehensive Plan Update process, for
example:
a. an annual limit of 35,000 or 50,000 net new square feet of office/R&D per year,
with a competitive process for project approvals each year that applications
exceed the limit; and/or
b. slowing the pace of office/R&D development by imposing a more robust impact
fee program.
2. Identifying zoning changes or requirements that can be considered for adoption on an
interim basis until an annual limit or alternative approach to addressing the pace of
office/R&D development can be adopted concurrent with the Comprehensive Plan
Update. For example:
a. requiring on-site parking, funding for a transportation management association,
or other approaches to address traffic and parking demand associated with
development; or
b. a temporary reduction in allowable office densities (floor area ratio or FAR).

Executive Summary
One of the intriguing policy ideas that came up during the Comprehensive Plan workshops in
the summer of 2014 was the idea that the City should somehow moderate or meter the pace of
non-residential development. The idea was to manage growth by having an annual limit on
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office development, rather than by relying on an overall multi-year cumulative “cap” on nonresidential square footage like the one that the current Comprehensive Plan establishes for the
Downtown (Program L-8) and the City (Policy L-8).
This idea was advanced by staff as a concept worthy of exploration during the Comprehensive
Plan Update. Then on December 8, 2014, the City Council directed staff to schedule a Council
work session to give them an opportunity to consider and discuss the idea further.
Tonight’s work session responds to this directive and this staff report focuses on a couple of
big-picture questions, which could guide the Council’s discussion; Specifically:
 What are the objectives of establishing an annual limit program, and are there various
ways those objectives could be met?
 What issues would have to be resolved to establish such a program?
In addition, staff expects that the City Council will wish to discuss potential interim measures
that can be pursued until an annual limit (or alternative approach) can be adopted. These
interim measures could include new requirements for office/R&D development proposals (e.g.
on-site parking, transportation management association funding, or a reduction in FAR unless
affordable housing is included as part of a mixed use development.)
Supporting information includes a memo (first prepared for the December 8, 2014 Council
meeting) summarizing annual limit programs in three other jurisdictions, and another memo
describing two datasets that are available to inform the Council’s discussion about the annual
rate of office/R&D development over time. (See Attachments A and B)

Background
Please see Attachment A for background information regarding other jurisdictions with some
form of annual growth limit on non-residential development. Attachment A also discusses the
potential timing for establishment of an annual limit, and outlines some of the issues that
would have to be resolved to put a limit in place.
Please see Attachment B for background information regarding datasets available to
characterize the pace of non-residential development over time in Palo Alto, as well as the sum
total of pending (“pipeline”) development applications;
It’s also important to recognize that increases in employment, which are credited with creating
additional traffic and parking demand, are not directly proportional to new development of
office/R&D.
This is because there are other types of non-residential development that
generate jobs (as explained in Attachment B) and, more importantly, the number of employees
per square foot of existing building space fluctuates over time based on the economic climate
and the demand for office space. The true relationship between jobs and square footage in
Palo Alto will not be fully understood until the business registry is in place for one or two
business cycles.
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As noted in Attachment B, the City has approved significant medical uses which will come on
line, related mostly to the Stanford Hospital Project, and have impacts in the coming years,
although this report does not propose or discuss limits on such uses. This report also does not
propose or discuss limits on housing development as such regulations can be legally
problematic and staff was not directed to pursue these.

Discussion
Development and establishment of a growth management program with annual development
restrictions will require careful consideration of program objectives, pros/cons, as well as the
issues and mechanics of the program. Some initial thoughts on these topics are provided below
for the Council’s consideration;
What are the objectives of establishing an annual limit program, and are there various ways
those objectives could be met?
Attendees at the Comprehensive Plan workshops last summer expressed some
frustration that the current Comprehensive Plan’s approach to growth management (i;e;
an overall “cap” on non-residential development) has been ineffective at moderating
the pace of growth and development in the robust economic recovery following the
“great recession;” Based on this frustration and an examination of growth management
strategies in use elsewhere in California, attendees suggested planning scenarios with a
growth management program that moderated or metered the rate of development
rather than the overall amount. This focus on the rate of development had its genesis in
the impacts associated with increased employment in the City as experienced by Palo
Alto residents. Impacts include traffic congestion/delay, parking demand, increased
housing costs, and more. Additionally, an annual limit can be response to the ups and
downs of the business cycle.
Thus, the objective of an annual limit program would be to moderate the rate of nonresidential development so as to reduce the rate of employment growth, reduce related
impacts and allow for effective mitigation of residual impacts. Establishing an annual
limit program could also ensure that the development approved under the program
meets stringent requirements related to “good” planning and design, public benefit,
etc., etc.
Program objectives could be met by establishing an annual limit on square footage such
as the one in San Francisco and Walnut Creek, or by establishing a limit on net new auto
trips such as the one in Santa Monica. (All three examples are cited in Attachment A).
Alternatively, this objective could be met by establishing new, stringent requirements
on development, and/or by increasing the cost of development to better compensate
for its impacts, for example by significantly adjusting housing and transportation impact
fees. (In theory, once the business registry is in place, the City could also consider ways
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to directly regulate new employment, but staff would need to do some additional
research into the legal and implementation issues associated with this approach, as well
as any comparable programs in other jurisdictions.)
What issues would have to be resolved to establish such a program?
As indicated in Attachment A, there are quite a number of issues that would need to be
resolved if the City Council wished to adopt an annual limit on office/R&D development,
not least of which would be to decide what the limit should be, and what procedures
should be used to implement the limit on an annual basis. Staff has provided some
initial thoughts on each below.
What should the annual limit be? The data in Attachment B has been provided to
inform this discussion and show that the rate of non-residential development in Palo
Alto has varied over time. Specifically, if the Congestion Management Program (CMP)
data is used, the annual rate of office/R&D development has been around 34,000
square feet per year if you look at the period from 2001-2015, about 67,000 square feet
per year if you look at the period from 2008-2015, and about -2,800 square feet per
year if you look at the period from 2001 to 2007 (because non-residential space was
removed and replaced with housing in this period). The CMP data set separates
office/R&D from other non-residential uses, including retail and medical office, and thus
may provide a better basis for this discussion than the monitoring data which was
initially presented in the August 29, 2014 Existing Conditions Report. (The August data
set, which has been updated in Attachment B, presents the combined non-residential
square footage within nine planning areas that are a legacy of the 1989 Citywide Study.)
What should be the process and criteria for receiving and considering applications?
Attachment A provides some explanation of the approaches in Walnut Creek, which
uses a first-come-first served staff-implemented approach, and San Francisco, which has
relied on their Planning Commission to decide between competing proposals using
specific criteria in times when pending applications have exceeded the available
allocation of square footage.
Should there be a geographic component to the program? The City has historically
monitored and regulated downtown Palo Alto separately from the rest of the City and
should consider whether this continues to be a valuable practice.
Should some areas of the City or types/sizes of projects be exempt? Walnut Creek
exempts a business park where they would like development to occur from their
program. Palo Alto does not have a comparable area where development is desired and
where that development would not cause the impacts that the annual develop limit is
intended to address. Nonetheless, the idea of exempting areas that are some distance
from residential areas could be explored further. Also, the idea of exempting small
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projects (less than 5,000 square feet?) could be explored as a way to protect the City’s
reputation for supporting innovation and start-up businesses. Further, limited
exemptions for vacant properties or highly under-utilized properties might be necessary
in order to avoid legal challenges.
Should unused allocations roll forward for some period of time? If the allocations were
to roll forward indefinitely (as in San Francisco), there may be concerns as to whether
the program objectives had been addressed. However, if unused allocations roll forward
for at least several years (as in Walnut Creek), it would serve to level-out volatile
economic upswings and downturns.
How would applications already in the “pipeline” be handled? This would depend on
how and when an annual limit is established and will require careful consideration.
How would the City ensure continued conformance with the Permit Streamlining Act?
We can look to San Francisco and Walnut Creek as models. In San Francisco, completed
applications that did not receive an allocation under the annual limit are either
continued to the next allocation period or denied, depending on the wishes of the
applicant.
What changes would be needed to the City’s Comprehensive Plan and zoning? Please
see the Policy Implications section below for a brief overview.
What would the potential impacts and benefits of the program be? As noted in the
Timeline section below, conceptual approach(s) developed by the City Council will be
reviewed to determine their potential fiscal and environmental impacts and benefits to
the extent feasible.

Timeline
Adoption of an annual limit on office/R&D development would require considerable discussion
and deliberations by the City Council and is likely to be controversial, requiring significant
outreach to stakeholders and the community at large. Stanford University has already pointed
out how the annual rate of development in the Research Park has fluctuated dramatically over
time, and that opportunities would have been lost to Stanford and Palo Alto if an annual limit
had constrained development in certain years.
Because of the potential for controversy and the need for ample community input, staff
assumes that the City Council would like to explore a couple of different approaches/annual
limits, and that these would be defined in the first few months of 2015 and evaluated as part of
the Comprehenisve Plan Update process. Next steps in the Comprehensive Plan Update
process include a community “summit” in May 2015, preparation of a program-level
environmental analysis (Draft EIR) and a fiscal study that can be used to inform community
discussions and decision making. The current schedule calls for completion and adoption of the
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Comprehensive Plan Update and concurrent zoning changes in the first part of 2016.
Given this timeline, staff expects that the City Council will wish to discuss potential interim
measures (such as those suggested earlier in this report) that can be pursued until an annual
limit (or alternative approach) can be adopted.

Resource Impact
As noted above, adoption of an annual limit on office/R&D development would require
considerable discussion and deliberations by the City Council. These deliberations in turn
would require considerable staff support and analysis. Also, if a growth management program
with an annual limit on office/R&D development is ultimately adopted, implementation of the
program each year will require considerable staff time and time on the City Council’s agenda;
The City may also wish to contract with a third party to conduct an independent review of
competing proposals that seek an allocation under the annual limit.
Larger fiscal impacts of a growth management program will have to be assessed carefully. At a
minimum, the assessment will have to consider likely reductions in permit revenues and impact
fees, potential longterm impacts to the City’s tax revenues and expenses, and a qualitative
discussion of the impact on the City’s overall economic “climate;” The extent and nature of
fiscal impacts will, of course, depend on the approach(es) that the City Council elects to
consider, and the analysis can potentially be combined with a fiscal study of other policy
choices inherent in the Comprehensive Plan Update. Planning staff is currently working with
staff in the Administrative Services Department to define the scope of this study, which will
have to look at expected revenues from commercial and residential property taxes, sales taxes
and other sources, as well as the cost of services over time.
Preparation of some kind of interim ordinance for the City Council’s consideration and adoption
for the period during which an annual office/R&D limit (or other approach) is being analyzed, is
potentially time consuming and resource intensive. Thus it may affect delivery of other
priorities.

Policy Implications
If the City adopts a growth management program with an annual limit on office/R&D
development, the program would effectively implement Comprensive Plan Policy B-1: “Use a
variety of planning and regulatory tools, including growth limits, to ensure that business change
is compatible with the needs of Palo Alto neighborhoods.”
Nonetheless, it is likely that a new growth management program would require an amendment
to the Comprehensive Plan as well as the City’s Municipal Code; The Comprehensive Plan
amendment would likely modify or replace policies and programs that establish an overall
“cap” on non-residential development in the Downtown (Program L-8) and the Citywide
planning areas identified on Comprehensive Plan Map L-6 (Policy L-8), and would also have to
consider compatibility with policies like Policy B-9: “Encourage new businesses that meet the
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business and economic goals to locate in Palo Alto.”
The Municipal Code amendment would have to establish the procedures and standards
associated with the new growth management program.

Environmental Review
This work session is intended for City Council discussion and direction to staff. No final action
will be taken and thus no review is required under the California Environmental Quality Act
(CEQA). If the Council elects to proceed with establishment of an annual limit or another
growth management program at some time in the future, that decision (in the form of
implementing policies and regulations) will require CEQA review. Adoption of an interim
ordinance or other temporary zoning requirement may also require environmental review
depending on the duration and scope of the changes.
The level and complexity of environmental review will depend on the nature of the program(s)
and its potential to directly or indirectly stimulate a particular kind of development or focus
development in a specific area. For example, limiting the development of office/R&D in Palo
Alto could stimulate housing development if property owners see that as a way to increase the
value of their property. Also, the City would have to consider whether limiting the
development of office/R&D development in Palo Alto could focus additonal office/R&D
development in adjacent communities.1
Attachments:
 Attachment A: Memorandum Regarding Annual Limit on Office/R&D
(PDF)
 Attachment B: Comp. Plan Memo on Growth Trends
(PDF)

1

While CEQA does not require a lead agency to speculate where specfic impacts cannot be reasonably anticipated,
the City would have to at least consider this question.
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Attachment A

CITY OF PALO ALTO
MEMORANDUM

TO:

HONORABLE CITY COUNCIL

FROM:

CITY MANAGER &
DIRECTOR OF PLANNING & COMMUNITY ENVIRONMENT

AGENDA DATE:

December 8, 2014

SUBJECT:

COMPREHENSIVE PLAN UPDATE & ZONING CHANGES: ANNUAL LIMIT ON
OFFICE/R&D DEVELOPMENT

ID#: 5286

At the November 3, 2014 City Council meeting, a Councilmember asked whether the suggested
Council work session regarding establishment of an annual limit on office/R&D could consider
adoption of an annual limit as an interim ordinance. Subsequently, the same Councilmember
also asked staff to provide information regarding other jurisdictions with annual office limits
immediately, rather than as preparation for the January work session.
This memo responds to both questions/requests and will be supplemented by additional staff
analysis and a staff recommendation in advance of the January work session. Specifically, staff
and the City Council will have to explore a number of issues when considering establishment of
an annual limit on office/R&D development. At a minimum, these include the following:
(1) what the annual limit should be;
(2) what the process and criteria for receiving and considering applications should be (i.e.
should applications be considered in the order received, or based on some criteria
establishing preferences; what should those criteria be?);
(3) whether there should be a geographic component to the program;
(4) whether some areas of the City or types/sizes of projects should be exempt;
(5) whether unused allocations should roll forward for some period of time;
(6) how to handle applications already in the “pipeline-”
(7) how to ensure continued conformance with the Permit Streamlining Act;
(8) necessary changes to the City’s Comprehensive Plan and zoning; and
(9) potential impacts and benefits.

CAN THE COUNCIL CONSIDER AN ANNUAL OFFICE CAP AS AN INTERIM ORDINANCE?
The short answer is yes, the Council could consider adoption of an annual cap on office/R&D
development under the provision in State law (Government Code Section 65858) which allows
cities to temporarily prohibit any uses that may be in conflict with a contemplated general plan,
specific plan, or zoning proposal that the city is studying or intends to study within a reasonable
time. To enact an interim ordinance, a 4/5 vote (8 votes) would be required, and the City
Council would have to make legislative findings that there is a current and immediate threat to
the public health, safety, or welfare, and that the approval of additional development would
result in that threat to public health, safety, or welfare.
An interim ordinance is effective for 45 days, after which it may be extended, but in no instance
may it be in effect for over two years. An interim ordinance does not require review by the
Planning and Transportation Commission and many are exempt from review under the
California Environmental Quality Act (CEQA). This is because interim ordinances are temporary
and many, in practice, perpetuate the status quo. To the extent this is not the case, additional
review may be required.
It should be noted again, however, that there are many complexities that would need to be
resolved to establish an annual office limit, suggesting that considerable time and effort will be
involved.
Whether it’s adopted as an interim ordinance or concurrent with the Comprehensive Plan
Update, an annual limit is also likely to cause concern by property owners in areas zoned for
commercial use, resulting in the need for extended outreach, public hearings, and etc. Stanford
University has already voiced its concerns about the effect that an annual office limit could
have on the Research Park.
WHAT OTHER JURISDICTIONS HAVE AN ANNUAL OFFICE CAP?
Earlier this year, the City’s Comprehensive Plan consultants, Placeworks, gathered information
regarding a number of growth management systems used by California jurisdictions to meter
the amount or pace of non-residential development. They identified communities that, like
Palo Alto, have some kind of cap on non-residential development (for example Cupertino), as
well as communities that have attempted to cap residential development (for example
Pleasanton).
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Placeworks identified Walnut Creek and Santa Monica as two jurisdictions that have
implemented programs to govern the pace of non-residential development, and these
programs are summarized below, along with the program in place in San Francisco.
These three examples are presented for background information only, and are not intended as
a recommendation to adopt one or more of these strategies. As the Placeworks staff observed,
any program adopted in Palo Alto would need a high degree of customization to fit its unique
local conditions. In addition, if a program is developed for Palo Alto, it would require careful
legal analysis to ensure that it can operate effectively in tandem with the State’s Permit
Streamlining Act and withstand legal challenge.
Walnut Creek
Walnut Creek has regulated commercial growth since 1985, when voters approved Measure H,
a growth-control initiative that would have limited or prevented non-residential development
until traffic congestion at major intersections improved. Measure H was a reaction to resident
concerns about traffic and the construction in the late 1970s and early 1980s, when a number
of large commercial office buildings in downtown Walnut Creek, primarily around the Walnut
Creek BART station. A major local landowner sued the City, and the case eventually went to the
California Supreme Court.
In 1990, the Court ruled that Measure H was invalid because it functioned as a zoning ordinance
but conflicted with the City’s adopted General Plan, which called for Walnut Creek to be a
regional job and retail center. Although Measure H was invalidated, the City continued to
regulate the amount of commercial and residential development allowed each year,
acknowledging the residents’ desire to meter growth in Walnut Creek. In 1993, the City Council
adopted a Growth Limitation Program that limited new commercial growth to 75,000 square
feet per year, metered in increments of 150,000 square feet every 2 years, and was adopted for
10 years. The program helped the City to limit growth to 620,000 square feet of new
commercial development in the first 10 years (1993-2003), and was extended through 2015 in
the City’s 2005 General Plan Update. The Growth Limitation Program excludes the Shadelands
Business Park.1
1. Does the system include an annual limit on non-residential approvals? If so, how is
that set? Changed? Enforced?
1

City of Walnut Creek, Walnut Creek General Plan 2025, page 4-13. Available online at http://www.walnutcreek.org/citygov/depts/cd/planning/documents/general plan 2025.asp.
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Yes. The Walnut Creek Growth Management Program includes a cap of 75,000
commercial square feet/year metered in 2-year increments. Therefore allocations for
150,000 square feet of commercial development are available in each two year cycle.
The cap is set in the General Plan (which incorporated an earlier Growth Limitation
Program from the 1990s). It is enforced by the Planning Division. Staff tracks available
allocation and a building permit cannot be issued unless an allocation is available. If the
building permit is allowed to expire prior to construction, the allocation is revoked and
returns to the pool. Unused allocations from one cycle are rolled over to the next
cycle. Project applicants get credit for any existing commercial SF that would be
demolished with construction of their project.
2. Does the system include a competitive point system pitting projects against each
other? Are any categories of project exempted (e.g. certain type of industry, projects
under 10k sf)? How much flexibility is there?
There is no “beauty contest” type competition. Allocations are awarded on a first-come,
first-served basis when the project planner deems a project application complete.
Development in the Shadelands Business Park on the eastern edge of the City and
specific types of Community Facilities are exempt from the Growth Management
Program. Additionally, the Planning Manager can grant exemptions to larger, more
complex projects so that their allocation can be reserved for longer than the 12-month
period for which allocations are usually reserved.
The system had a fair degree of flexibility built in – not in the cap, but rather in how it is
calculated and implemented. Calculating the cap in 2-year increments of up to 150,000
sf offers some flexibility; as does carrying forward the unused allocation. In addition,
the system allows project applicants to reserve allocations as soon as their application is
deemed complete, with the possibility of having that reservation extended at the
discretion of the Planning Manager for larger, more complex projects.
Santa Monica
Goal T19 in the Santa Monica Land Use and Circulation Element (LUCE) of the Santa Monica
General Plan (adopted in 2010) is to “Create an integrated transportation and land use program
that seeks to limit total peak period vehicle trips with a Santa Monica origin or destination to
2009 levels.” This goal is also known as the “No Net New Evening Peak Period Vehicle Trips”
goal. The LUCE focuses not only on reducing vehicle trips, but also on encourage walking,
bicycling and transit use, creating pedestrian-oriented neighborhoods, and reducing
greenhouse gas emissions. The LUCE foresees the creation of a multi-modal transportation
system and “identifies local strategies to manage trips, treating the entire City as an integrated
Page 4
December 2, 2014
Memo RE: Annual Limit on Office/R&D

transportation management system with aggressive requirements for trip reduction, transit
enhancements, pedestrian and bike improvements, and shared parking. Transportation
demand management (TDM) programs that reduce automobile travel demand and incentivize
alternative modes such as carpool, vanpools, and shuttles, walking, bicycling, and shared
parking are all encouraged.”2 The LUCE calls for the City to manage new trips from new
development and reduce trips from existing major employers. New trips must be offset through
the development of new transportation infrastructure providing alternatives to automobile
travel, including public transit, bicycling, ridesharing, and walking. The LUCE also contains a list
of transportation policies, projects, and programs that are necessary to accommodate
projected growth with no net increase in PM peak hour vehicle trips through 2030.
The LUCE identifies the establishment of fees as a tool to manage vehicle trips and increase
alternative transportation options. The LUCE states that “New projects will be required to
minimize the trips they generate and contribute fees to mitigate their new trips.” However, the
LUCE also states that “To achieve the No Net New Trips goal, developers cannot be expected to
have every project generate zero trips by itself;” rather, developers will pay mitigation fees that
will fund capital improvement projects citywide, such that the net impact of each development
project ultimately is zero. Fees will be used for improvements that benefit the City’s
transportation system overall, such as additional buses to increase frequency, improved
walking routes and new bike lanes.”3 The provision that the City as a whole will achieve no net
new trips by 2030, but that individual projects will not be required to generate no net new
trips, has created some confusion and concern among Santa Monica residents as the LUCE is
implemented.
1. Does the system include an annual limit on non-residential approvals? If so, how is
that set? Changed? Enforced?
No. Santa Monica’s growth management program resembles a performance measure,
rather than an annual limit, and the City is still developing the zoning ordinance that will
implement the program set forth in its General Plan.

2

City of Santa Monica, Transportation Impact Fee Nexus Study (Final), April 2012. Page 1-3. Available online at
http://www.smgov.net/uploadedFiles/Departments/PCD/Transportation/Developers/Santa-Monica-NexusStudy.pdf
3

City of Santa Monica, Land Use and Circulation Element, July 2010. Page 4.0-12. Available online at
http://www.smgov.net/uploadedFiles/Departments/PCD/Plans/General-Plan/Land-Use-and-CirculationElement.pdf
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2. Does the system include a competitive point system pitting projects against each
other? Are any categories of project exempted (e.g. certain type of industry, projects
under 10k sf)? How much flexibility is there?
It does not appear that Santa Monica envisions projects competing against each other
for allocations. Instead, projects that cannot achieve the “No Net New Trips” goal on
their own can pay into a fund for investments that will offset their trips.
San Francisco
San Francisco’s Downtown Plan dates from 1985 and included the City’s first annual cap on
office development, which was intended as a temporary measure. This original office cap was
modified and extended by the voters when Proposition M was adopted in 1986. The annual
growth limit is codified in Section 320-25 of the City’s Zoning Code and from time to time, the
City’s Planning Commission has adopted implementing policies and procedures.
1. Does the system include an annual limit on approvals? If so, how is that set? Changed?
Enforced?
San Francisco has two office caps, one for small projects and one for larger ones. The
“small” cap is 75,000 square feet per year and applies to projects between 25,000 and
50,000 square feet. The “large” cap is 875,000 square feet per year and applies to
projects over 50,000 square feet.
The two annual office limits were set by the voters and cannot be changed except with
voter approval, although the Planning Commission has been able to adopt implementing
policies and procedures as needed.
Unused allocations roll forward indefinitely, and the annual cap has only been a
constraint on development in periods like the dot com boom, when new office
development proposals exceeded the available allocation. In the current tech boom,
San Francisco is once again in this situation and the Planning Department has started
discussions about policies and procedures to implement the annual limit.
2. Does the system include a competitive point system pitting projects against each
other? Are there any categories of project exempted (e.g. certain type of industry,
projects under 10k sf)? How much flexibility is there?
Prop M itself did not include a competitive system, but the City Planning Commission
has had to establish procedures to compare and select among projects when the
number of projects exceed the available allocation. For example, in the 1990s, the City
conducted a “beauty contest” in which large office projects competed with each other
for the annual allocation. Each application was subject to analysis and environmental
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review, and the Planning Commission compared the projects to each other before
approving one or more. Applicants whose projects were not approved had the choice to
either request continuance to the next evaluation period, or to have their projects
denied. The Planning Department has recently begun discussing implementation of a
revised competitive process, which is expected to focus on “good planning” issues such
as proximity to transit and housing displacement rather than aesthetics or public
benefits. In fact, Prop M prohibits the City from considering monetary contributions in
any competition, by stating that “Payments, other than those provided for under
applicable ordinances, which may be made to a transit or housing fund of the City, shall
not be considered.”
Office projects less than 25,000 square feet are exempted from San Francisco’s annual
limit, as are City projects. State, Federal, Port, and Redevelopment Agency projects are
not exempt, and reduce the allocation available for private development projects.
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Attachment B -

CITY OF PALO ALTO
MEMORANDUM

TO:

HILLARY GITELMAN,
Director, Planning & Community Environment

FROM:

ROLAND RIVERA,
Land Use Analyst

AGENDA DATE:

January 26, 2015

SUBJECT:

Background information and data sets associated with establishment of an
annual limit on office/R&D development.

DEPARTMENT: PLANNING AND
COMMUNITY ENVIRONMENT
ID#:

5404

Per your request, the following data analysis describes the data sets regarding non-residential
development that are available to inform discussions of an “annual limit” on office/R&D. The analysis
presents two data sets: one grew out of Policy L-8 of our current Comprehensive Plan and the other
derives from Santa Clara County’s Congestion Management Program (CMP).
Key element of the approved work program for the Comprehensive Plan Update involve establishing
baseline conditions utilizing new development data and identifying a realistic growth rate for
development through 2030. Understanding the details and some of the limitations of the Commercial
Growth Limit specified in the Comprehensive Plan Policy L-8 data set may be useful in both endeavors.
Another, more straightforward, data set is derived from the City’s annual report to the Santa Clara
County Valley Transportation Authority (VTA). The CMP’s Annual Land Use Monitoring Report requires
that Member Agencies provide the VTA with information on all development projects approved/entitled
during the fiscal year.
Please review the following background information and summaries on the data sets and let me know if
you have any questions.
Thank you.

1989 Citywide Study and the Comprehensive Plan Policy L-8 Data
A Citywide Study adopted in 1989 was an important summation of the numerous planning studies that
were undertaken by the City in the 1980's. The focus of these studies was to address non- residential
development and ways to improve the provision of housing and the jobs/housing imbalance. At the
time, the City was experiencing commercial growth but residential growth was very limited.
The 1989 Citywide Study divided the City's non-residential areas into nine analysis areas (1989 Citywide
Study Area Map), which were subsequently adopted as Map L-6 in the current Comprehensive Plan. The
development potential for Palo Alto identified in the Citywide Study was 3,257,900 square feet;
however, that development potential did not include some Planned Community zones and public
facilities such as City Offices and the Veteran's Administration Hospital, which were termed “notmonitored areas.”
In 1996, the City Council asked the Policy and Services Committee to study the issue of Citywide nonresidential development "limit" for the nine analysis areas and determine how to incorporate thelimit
into the Comprehensive Plan. On April 1996, the City Council approved the Policy and Services
Committee's recommendation to include the Citywide Study's overall future development square
footage within Policy L-8 and Program L-7 into the Comprehensive Plan.
POLICY L-8:
Maintain a limit of 3,257,900 square feet of new non-residential development for the nine planning areas
evaluated in the 1989 Citywide Land Use and Transportation Study, with the understanding that the City
Council may make modifications for specific properties that allow modest additional growth. Such
additional growth will count towards the 3,257,900 maximum.
PROGRAM L-7:
Establish a system to monitor the rate of non-residential development and traffic conditions related to
both residential and non-residential development at key intersections including those identified in the
1989 Citywide Study and additional intersections identified in the Comprehensive Plan EIR. If the rate of
growth reaches the point where the citywide development maximum might be reached, the City will
reevaluate development policies and regulations.

Policy L-8 aims to "Maintain a limit of 3,257,900 square feet of new non-residential development for the
nine planning areas evaluated in the 1989 Citywide Land Use and Transportation Study," and Program L7 implements Policy L-8 by establishing a system to monitor the rate of non-residential development in
the areas identified in the 1989 Citywide Land Use and Transportation study. Importantly, Program L-7
calls for monitoring non-residential development within the nine planning area boundaries but does not
distinguish between the different types of non-residential development within those areas.
Attachment A presents the annual monitoring data for all types of non-residential development
collected pursuant to Program L-7 from 1989 to the present and total square footages are shown below.

In both cases, the non-residential square footage is net floor area and does not include floor area that
replaces demolished floor area. 1
Table 1, Non-Residential Development Potential in the Nine Planning Areas per Policy L-8
Net square feet increase
Remaining in Growth Monitoring
Development Potential per
1989 to December 2014 for the
Development Potential
Comprehensive Plan Policy L-8
nine planning areas*
3,257,900

1,400,367

1,857,533

*Non-Residential net change in square feet based on Planning Entitlements from 1989 - 2014. Data excludes Mayfield Development
Agreement Projects which demolishes approximately 323k of non-residential square feet and replaces 300k of demolished square feet into
Stanford Research Park
Source: Planning and Community Environment, December 22, 2014

As shown in Attachment A, when non-residential development projects currently in the entitlement
process (“pipeline projects”) are included, an additional 139,524 non-residential square feet could be
entitled or approved within the nine planning areas, affecting the totals as shown below.
Table 2, Non-Residential Development Potential in the Nine Planning Areas per Policy L-8 with
“Pipeline Projects”
Net square feet increase
Remaining in Growth Monitoring
Development Potential After
1989 to December 2014 for the
Development Potential
Citywide Study
nine planning areas including
Pipeline Projects*
3,257,900

1,539,891

1,718,009

*Non-Residential net change in square feet based on Planning Entitlements from 1989 - 2014 and current pipeline projects. Data excludes
Mayfield Development Agreement Projects which demolishes approximately 323k of non-residential square feet and replaces 300k of
demolished square feet into Stanford Research Park.
Source: Planning and Community Environment, December 22, 2014

As noted before, there are areas within the nine planning areas that are considered “not monitored”
including some Planned Community zones and public facilities. Approvals within the “not monitored”
areas currently amount to approximately 1million square feet which includes expansion of the Veterans
Administration Hospital, Palo Alto Medical Foundation, Stanford Cancer Research Center and other
facilities identified as “not monitored” in Map L-6. One of these “not monitored” areas includes the
Stanford University Medical Center (SUMC) facility. On June 6, 2011, Council amended Policy L-8 to
include language exempting the Medical Center’s expansion from the policy and amended Map L-6 to
expand the “not-monitored” area to be coterminous with the boundaries of the “Hospital District”
zoning district. The 1.3 million square feet entitled SUMC expansion is not reflected in Attachment A or
1

Attachment A is an updated version of the Table 8-3 in the August 29, 2014 Existing Conditions Report. An error
has been corrected in data for years 2001, 2008, 2012, and 2013 and “pipeline” information has been updated as
described further later in this memo.

Table 8-3 of the Existing Conditions Report because build-out and occupancy is expected in the future. If
it had been included, the 1.3 million square feet SUMC expansion would be listed as ‘not-monitored’ in
the year 2011, when the development agreement was approved.
Assuming all pipeline projects are entitled, the net square feet increase within the last 27 years (19892015) could be approximately 1.5 million square feet or an average annual increase of approximately
57,000 square feet per year. The following table details average annual non-residential growth within
the nine planning areas.
Table 3: Annual Average Non-Residential Growth within the Nine Planning Areas per Policy L-8
Total Non- Residential net square feet
Average Annual Growth
Years
increase
(total/# of years)
1989 – 2015

1,539,891

57,033

1989 – 2007

721,074

37,951

2008 – 2015

818,817

102,352

Source: Planning and Community Environment, December 22, 2014

Projects converting non-residential to residential uses, such as 901 San Antonio Ave, 901 and 1101 East
Meadow Blvd, Hyatt Rickey’s (4219 El Camino Real), contributed to the significantly lower nonresidential development from 1998-2007.
Policy L-8, Program L-7, and Attachment A can inform discussions regarding the amount and pace of
non-residential development, but there are significant limitations to the data which should be
understood. First, as noted above, Policy L-8 and the monitoring program do not distinguish between
various types of non-residential development, so the square footages presented include retail and
medical offices as well as general office/R&D. Secondly, monitoring is limited to the nine planning areas
as defined by Map L-6, and the City increasingly has seen some development outside of these areas. For
example, the project at 441 Page Mill Road which will be considered by the City Council in January, falls
outside of the nine planning areas and thus is not included in the “pipeline” numbers presented here.

Source: Planning and Community Environment, December 22, 2014

The CMP dataset can inform the discussions regarding non-residential development, and does not have
some of the disadvantages of the Policy L-8 data described above. The CMP dataset contains citywide
development information, and is collected by fiscal year as opposed to calendar year. But it does
provide useful information about different non-residential land use categories.
Table 5, below summarizes the key points of the Policy L-8 and the CMP datasets.
Table 5: Summary of Policy L-8 and CMP Datasets
Policy L-8 Dataset

CMP Dataset

Timeline

1989-2014
plus 2015 pipeline projects

FY 2001- FY 2014
plus 2015 pipeline projects

Geography

Nine Planning Areas as shown on
Map L-6

Citywide

Non-Residential Land Use
Categories

Total of all Non-Residential
square footage

Exemptions

Areas within the nine planning
areas that are considered “not
monitored” including some
Planned Community zones and
public facilities.

Contains information on
Different Non-Residential Land
Use Categories (e.g. retail,
office/R&D, Hotel, etc)

Source: Planning and Community Environment, December 22, 2014

None

Class
C3
C5
R2
C5
P3
C5
M2
C3
P2
P2
R2
P1
M1
R1
C2
C5
C6
C5
R1
P1
P2
C6

Number
429
431
431
437
443
458
458
465
465
465
466
499
514
517
517
520
520
522
522
527
535
535

CMP Annual Monitoring Conformance Requirements

L-U

TAZ*

1

Member Agency: City of Palo Alto

2013 Monitoring and Conformance

Removed
0

3

0

2

3

1

3b

Approved

3a

3c

3

1

0

2

Net Added

NUMBER OF DWELLING UNITS

2

0
0
1,941
2,522
3,200
0

51,948
2,319
5,672
3,250
0
22,957
2775

0
50,000
0

4,588
24678
67,000
0

14,567
31353
0
116,000

4,132
0
50,000

Removed
228,986
0

Approved
127,063
19,960

0

4,132
-50,000
50,000

728
-3,200
22,957
2775

2,319
3,731

51,948

9,979
6675
-67,000
116,000

Net Added
-101,923
19,960

4
NUMBER OF
COMMERCIAL/INDUSTRIAL
SQUARE FEET
4a
4b
4c

5

0
0.62

0
1.57

Approved

0.62
0

1.57
0

Removed

-0.62
0.62

-1.57
1.57

June 2013

Net Added

NUMBER OF ACRES
(Zoning Change Only)
5a
5b
5c

Monitoring Period: 07/01/12 - 06/30/13

ANNUAL LAND-USE MONITORING SUMMARY
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