City of Palo Alto

(ID # 8927)

Finance Committee Staff Report
Report Type: Action Items

Meeting Date: 2/6/2018

Summary Title: Discussion on Council Infrastructure Plan and Competing
Priorities Funding Challenges
Title: Discussion on Infrastructure Plan Projects, Anticipated Costs and
Funding Levels, and Potential Direction on Next Steps Regarding Project
Priorities, Timing and Potential Funding Options
From: City Manager
Lead Department: Administrative Services
Recommendation
Staff recommends that the Finance Committee:
1) Review the background and current status of the Council Infrastructure Plan projects;
and
2) Discuss and provide direction on next steps, including priorities with respect to the
Council Infrastructure Plan projects and competing capital priorities for the City
Manager to utilize when developing the proposed Fiscal Year 2019 Capital Budget and
2019-2023 Capital Improvement Program; and potential recommendations to Council
regarding development of new funding sources or measures to close the funding gap.

Analysis
At the January 22, 2018 City Council meeting, the Council referred Item 15 (See Attachment A)
to the Finance Committee for discussion and deliberation regarding Capital Infrastructure Plan
projects and funding. It is staff’s intent to review the status of the projects contained in the
Council Infrastructure Plan as well as the competing financial priorities as identified in the
January 22, 2018 report and the City’s FY 2019-2028 Long Range Financial Report. The
combination of these two reports outline the current limitations on resources available to
satisfy the growing desires of the organization. A more focused approach to services and
investments will be necessary. As the Committee and Council continue to discuss major
projects and obligations, such as pensions, infrastructure, and grade separations, a constant
eye on thinking outside of the box and managing expectations will be key. As noted, there are
several projects that are being discussed in the community and viewed as desireable, but that
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have not received Council direction as of yet. It is clear funding for additional projects is not
currently available unless alternative choices are made.
References:
City Council FY 2017 Comprehensive Annual Financial Report & FY 2019-2028 Long Range
Financial Report (CMR #8754):
https://www.cityofpaloalto.org/civicax/filebank/documents/62953
Attachments:
 Attachment A: CMR ID# 8855 Infrastructure Plan and Projects: Status Update on
Infrastructure Plan
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Attachment A
City of Palo Alto

(ID # 8855)

City Council Staff Report
Report Type: Action Items

Meeting Date: 1/22/2018

Summary Title: Direction on Council Infrastructure Plan Funding Challenges
Title: Infrastructure Plan and Projects: Status Update on Infrastructure Plan
Projects, Anticipated Costs and Funding Levels; Recommendation and
Possible Action to Remove the Second Basement Level From the California
Avenue Parking Garage to Reduce Costs; and Discussion and Council
Direction on Project Priorities, Timing and Potential Funding Options to
Achieve a Fully Funded Infrastructure Plan
From: City Manager
Lead Department: Public Works
Recommendation
Staff recommends that Council:
1. Review the background and current status of the Council Infrastructure Plan projects;
2. Direct staff to modify the previously approved program for the California Avenue
Parking Garage project (PE-18000) to remove the second basement level, resulting in a
542-space parking garage with four levels of above-ground parking and one level of
basement parking; and
3. Discuss and provide direction and priorities with respect to the Council Infrastructure
Plan projects for the City Manager to utilize when developing the proposed Fiscal Year
2019 Capital Budget and 2019-2023 Capital Improvement Program, and directing staff
work toward potential development of new funding sources.
Executive Summary
The Council Infrastructure Plan was adopted in June 2014 in response to decades of inadequate
funding for maintenance and renewal of Palo Alto’s infrastructure assets. Significant progress
has been made toward the Plan’s implementation, but construction cost escalation, project
scope increases, and refined cost estimates have resulted in a current funding gap of
approximately $50 million relative to the total current estimated cost of about $235 million. In
response, one initial adjustment to the Infrastructure Plan in this report recommends removal
of the second basement level from the California Avenue Parking Garage (PE-18000), which is
estimated to reduce the cost of the garage by $6 million to $8 million. The report also
describes a number of other potential strategies for closing the remaining funding gap,
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including reprioritizing the Council Infrastructure Plan projects, reducing project scopes,
reprioritizing projects within the overall capital improvement fund, allocating new revenues,
and increasing taxes.
Background
In 2010, Council appointed the 17-member Infrastructure Blue Ribbon Committee (IBRC). IBRC
was appointed in recognition that the City had, over a period of several decades, systematically
underfunded maintenance of its existing assets and failed to plan funding for replacement of
assets at the end of their useful lives. Estimates of the infrastructure funding backlog varied
widely, ranging from $100 million to $500 million depending on which projects and
assumptions were included. IBRC was tasked primarily with developing an inventory of the
City’s infrastructure backlog and future needs, and with proposing ideas for funding those
needs.
IBRC released its final report, titled “Palo Alto’s Infrastructure: Catching Up, Keeping Up, and
Moving Ahead”, on December 22, 2011. The final report included a number of findings and
recommendations for improving the City’s management and funding of its infrastructure needs.
Key findings included the following:
 “Keep-Up” maintenance of existing infrastructure was underfunded by $2.2 million per
year
 “Catch-Up” deferred maintenance for existing infrastructure had grown to $41 million
 An Infrastructure Management System was needed
 A new Public Safety Building was needed on a new site as soon as possible
 Fire Stations 3 and 4 should be rebuilt and upgraded on their present sites as soon as
possible
Following the completion of IBRC’s final report, Mayor Yiaway Yeh declared 2012 the "year of
infrastructure renewal and investment,” focusing efforts on the important task of identifying
long-term revenue sources to renew the City’s physical assets. Council held four retreats in
2012 to discuss the questions raised by the IBRC report.
Council took multiple actions to address IBRC’s recommendations, including the following:
 Established street pavement condition index (PCI) goal and tripled annual funding
 Added $2.2 million per year to the capital fund to address “Keep-Up”
 Transferred an additional $36.9 million to the capital fund between FY 2012 and FY 2016
(in addition to the regular General Fund transfer)
 Began funding “Catch-Up” capital projects
 Funded a capital project to create the Infrastructure Management System
Most importantly, in 2013 Council sustained the momentum generated by IBRC’s work by
forming the Infrastructure Committee, an ad-hoc Council Committee that met 12 times
between March 2013 and May 2014. The Infrastructure Committee evaluated and prioritized
the City’s list of unfunded infrastructure projects, reviewed existing funding sources for the
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projects, and conducted two public opinion polls evaluating support for the individual projects
and a variety of potential tax measures. On June 9, 2014, following several meetings
evaluating the Infrastructure Committee recommendations, Council approved a list of 9
projects and a variety of funding sources that have since been referred to as the Council
Infrastructure Plan.
The funding sources included future Transient Occupancy Tax (TOT) revenues from four new
hotels that were not yet opened and an increase of 2% (from 12% to 14%) to the City’s TOT rate
for all hotels. Both TOT sources were to be used to support Certificates of Participation that
would fund about 50% of the total project costs. Council called for a special election to
increase the TOT rate on June 16, 2014, which passed with 76% approval in November 2014.
The Council Infrastructure Plan projects are a subset of the City’s highest priority capital
projects contained within the larger capital improvement fund, which contains many other
one-time and multi-year projects. The project costs and funding sources from the June 2014
Council Infrastructure Plan are presented in Tables 1 and 2.
Table 1: 2014 Council Infrastructure Plan Project Costs
Project
Public Safety Building
Highway 101 Pedestrian/Bicycle Bridge
Bicycle/Pedestrian Plan Implementation
Charleston/Arastradero Corridor
Byxbee Park
California Avenue Area Parking Garage
Downtown Parking Garage
Fire Station 3 Replacement
Fire Station 4 Replacement
Total:

Cost ($ millions)
57.0
1.71
20.0
7.52
2.8
9.6
13.0
6.7
7.5
$
125.8

Table 2: 2014 Council Infrastructure Plan Funding Sources
Funding Source
Stanford Development Agreement – Infrastructure
Stanford Development Agreement – Sustainability
Infrastructure Reserve
FY 2014 Surplus
Parking In-Lieu Fees

Funding
($ millions)
22.1
12.4
8.5
4.0
4.0

1

The $1.7 million figure for the Highway 101 Pedestrian/Bicycle Bridge project represented only the unfunded
portion of the $10 million project cost estimate in 2014.
2
The $7.5 million figure for the Charleston/Arastradero Corridor project represented only the unfunded portion of
the $10 million project cost estimate in 2014.
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Parks Impact Fees
New Hotel Revenues (COPs)
TOT 2% Increase (COPs)
Available Revenue From TOT
Future Revenue TBD
Total:

$

2.8
33.6
30.8
0.1
7.5
125.8

It is important to note that project costs for the Highway 101 Pedestrian/Bicycle Bridge and
Charleston/Arastradero Corridor projects only include the amounts that were unfunded in June
2014. For comparison to current Council Infrastructure Plan costs presented later in this report,
the apples-to-apples figure is $136.6 million (rather than $125.8). Additionally, the project
costs in Table 1 do not include staff salaries and benefits. Beginning in FY 2016, staff began
budgeting the cost of staff salaries and benefits within the individual capital projects to more
accurately plan and account for the total cost of projects. These costs had previously been
budgeted in a single capital project that accounted for the salaries and benefits of all staff that
work on capital projects and are budgeted in the capital fund. The inclusion of staff salaries and
benefits in individual project budgets can appear to increase the overall cost of the projects. In
reality, the apparent increase is simply a shift of budget allocation from the single “salaries and
benefits” capital project to the individual projects.
Following the voter approval of the TOT increase, funding for the Council Infrastructure Plan
projects was included in the FY 2015 Adopted Capital Budget (some of the projects had been
partially funded in previous years).

Discussion
Council Infrastructure Plan Projects: Project Status
Attachment A provides a summary of the scope and current status for each of the nine Council
Infrastructure Plan projects. The following figure presents the current anticipated Calendar
Year schedule for design and construction of the projects.
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Some project status highlights are as follows:
 Public Safety Building and California Avenue Garage: The Draft Environmental Impact
Report was published on January 8, 2018. The projects have had one formal
Architectural Review Board (ARB) hearing, and the second formal hearing for the Garage
is scheduled for January 18, 2018.
 Highway 101 Pedestrian/Bicycle Bridge: The CEQA Mitigated Negative Declaration and
the Park Improvement Ordinance were approved by Council in November 2017.
Caltrans subsequently approved the project’s federal environmental document.
 Bike/Pedestrian Plan Implementation: Phase 1 is currently under construction, and final
design for Phase 2 is in progress.
 Charleston/Arastradero Corridor: Phases 1 and 2 are expected to go out to bid in
January 2018. Construction contracts subsequently will be brought to Council for
approval.
 Downtown Parking Garage: The Draft Environmental Impact Report is expected to be
published in January 2018. The first formal ARB hearing is expected in February 2018.
 Fire Station 3 Replacement: Construction of the new fire station began on January 8,
2018.

Council Infrastructure Plan Projects: Design Process, Current Estimates, Funding Shortfall
To understand how project costs have increased since the Council Infrastructure Plan was
adopted in 2014, it is important to understand the relationship between cost estimates and the
design process. Design of most infrastructure projects proceeds through a process of increasing
detail and complexity. Typically beginning with conceptual design, the design process moves to
schematic design, design development, and construction documents. The discrete steps are
most applicable to building projects, but other projects follow a similar progression. At each
level of design, construction cost estimates are based on greater detail and increase in
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accuracy. These design steps are described briefly in the workflow below:
1) Conceptual Design: The Conceptual Design Phase presents sizing, layout, and massing
options for building placement on a site. This involves verification that the program will
fit in the building and the building will fit on the site along with parking lot
configurations, verification of utility availability, and site access.
2) Schematic Design: The Schematic Design Phase refines the conceptual design by
showing the Project’s basic components, scale and location in more detail. This includes
plans of the site and improvements; preliminary sections and elevations of the
buildings; approximate areas, volumes, and dimensions of features for cost estimating;
and preliminary selections of materials and systems. For projects that require review by
the Architectural Review Board, plans are typically at the schematic level design when
the review occurs.
3) Design Development: Design Development further refines the Schematic Design to a
level that can serve as a basis for Construction Documents. This includes drawings and
outline specifications to establish and describe the size, character and site relationships
of major Project components. This phase involves extensive coordination for all building
systems such as structural, mechanical, plumbing, electrical, lighting, fire protection,
security, telecom, audio visual, acoustics, and all site improvements and landscaping.
4) Construction Documents: The last phase refines the Design Development package into a
final drawing set with technical specifications suitable for obtaining permits and issuing
for public bidding. The final plans, calculations, and specifications must be suitable for
construction, including structural, mechanical systems, electrical, site improvements,
landscaping, drainage, finishes, and furniture layout.
Once completed construction documents are advertised to secure bids for a project, the
maximum construction cost is known (assuming the typical 10% construction contingency
amount is not exceeded). Construction cost is also known as a project’s hard cost. The
construction cost is the largest component of total project costs, but total costs also include
soft costs such as design, construction management, architect construction administration,
permits, inspection and testing. Staff salaries and benefits are in addition to these hard and
soft costs, but are planned for in the capital fund regardless of the projects to which they are
assigned.
Table 3 presents the total project cost estimates (without salaries and benefits) as they existed
in 2014 at the adoption of the Council Infrastructure Plan and as they have been updated
during the design process. Estimates for the initial Council Infrastructure Plan were based on
conceptual information, and they used very rough percentage-based figures to account for soft
costs and contingencies. The year in parentheses indicates the construction year basis for each
(conceptual) project. At the time of the Council Infrastructure Plan’s development, older
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estimates were not escalated to the current year or to future years when construction would
actually occur.
Table 3: Council Infrastructure Plan cost evolution through design process (all figures in $
millions)
2014 Plan
Conceptual
Project
Public Safety Building
Highway 101
Bike/Pedestrian Bridge
Bicycle/Pedestrian
Plan Implementation
Charleston/
Arastradero Corridor
Byxbee Park
California Avenue
Parking Garage
Downtown Parking
Garage
Fire Station 3
Replacement
Fire Station 4
Replacement

(Construction
year basis)

$57.0
(2012)
$10.0
(2012)
$20.0
(2014)
$10.0
(2009)
$2.8
(N/A)
$9.6
(2013)
$13.0
(2013)
$6.7
(2008)
$7.5
(2008)

Updated
Conceptual
$75.4

Schematic
$91.0

Design
Development

Construction
Documents

$14.0

$14.0

$16.3

$20.0

$20.0

$20.0

$20.0

$10.0

$10.0

$10.0

$14.6

$34.8

$40.4

$23.5

$28.1

$6.7

$8.1

$8.1

$8.7

Bid and
Contract

$8.6

The primary reasons for increased project costs are the significant construction cost escalation
that has occurred in recent years and additions to the scope of certain projects. For example,
the Public Safety Building was estimated at $47 million in 2012 (with an additional $10 million
included in the budget for land acquisition). Applying a Bay Area construction cost escalation
factor developed by a local builder, cost escalation accounts for an increase in the estimated
project cost from $47 to about $74 million by 2021, the current projected midpoint of
construction. This cost escalation does not account for the full increase, as the current Public
Safety Building cost estimate shown in Table 3 is $91 million. Attachment B is a chart detailing
the impact of construction cost escalation on project costs. Public Safety Building costs have
also increased because of the design decision to build two underground levels that will
accommodate parking and some of the program space. Some of the increase in the project
cost estimate for the Downtown Parking Garage is related to Council’s April 2017 direction to
increase the project scope by adding a basement level.
The Architectural Review Board (ARB) process can also impact project costs. Both the Public
Safety Building and California Avenue Parking Garage have had one formal review by the ARB.
In both cases, comments from the ARB have resulted in design changes that are expected to
increase project costs. These potential increases are not yet included in the project costs
presented in Table 3.
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Table 4 summarizes significant scope changes that have influenced the cost of Council
Infrastructure Plan projects.
Table 4: Project Scope Changes
Project
Public Safety Building

Highway 101
Bike/Pedestrian Bridge

2014 Council Infrastructure Plan
Scope
Separate stand-alone PSB and nonessential services standard parking
garage
Bridge concept and alignment only

Charleston/Arastradero
Corridor
California Avenue
Parking Garage

No stormwater treatment features
envisioned
Garage to add 158 parking stalls in
addition to replacing existing
parking from one surface lot

Downtown Parking
Garage

Garage to add 212 parking stalls in
addition to replacing existing
parking from one surface lot

Changes to Initial Scope
PSB over two levels of basement
parking and “operational basement”,
all built to essential services standard
At-grade pedestrian truss bridge over
the Adobe/Barron Creek confluence;
Raised sidewalk on West Side
Approach to address sidewalk and
bicycle lane concerns; Enhanced
lighting
Nine green stormwater infrastructure
infiltration basins added
Garage to replace existing surface
parking on two lots (C-6 and C-7);
Garage to include one additional
above-ground and one additional
basement level for a net parking stall
addition of 335 stalls over the current
parking on the two lots
Garage to include a basement level for
a net parking stall addition of 252
stalls; addition of 2,188 SF retail space

To determine the Council Infrastructure Plan’s funding shortfall, Table 5 compares the currently
budgeted amounts for the Council Infrastructure Plan projects with the most current total
project cost estimates.
Table 5: Council Infrastructure Plan budget and cost comparison (all figures in $ millions)
Public Safety Building
Highway 101 Bike/Pedestrian
Bridge
Bicycle/Pedestrian Plan
Implementation
Charleston/Arastradero Corridor
Byxbee Park
California Avenue Parking Garage
Downtown Parking Garage
Fire Station 3 Replacement
Fire Station 4 Replacement
City of Palo Alto

Currently Budgeted
57.0
14.0

Current Estimate
91.0
16.3

Shortfall
34.0
2.3

20.0

20.0

--

10.8
2.8
9.6
13.0
8.6
7.5

14.6
2.8
40.4
28.1
8.6
7.5

3.8
-30.8
15.1
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Staff Salaries and Benefits
Subtotal:
Unallocated Contingency**

6.5
$149.8
30.0

6.5
$235.8
0

-$86.0
(30.0)

Total:

$179.8

$235.8

$56.0*

*Additional funding sources of $5.7 million have been identified to help offset this gap.
**The FY2018 Adopted Capital Budget includes contingency funding of $30 million that is not yet allocated to projects.

For further reference, Attachment C is a matrix that details how the currently budgeted
individual funding sources are allocated to each project.
The current estimate for the total cost of the Plan is $229.3 million, $235.8 million when
salaries and benefits are included. The FY 2018 Adopted Capital Budget includes contingency
funding of $30 million that is not yet allocated to projects. In addition to the currently
budgeted funding sources, staff has identified $5.7 million in funding that is proposed to be
used towards the Downtown Parking Garage and Charleston/Arastradero Corridor projects.
The funding sources consist primarily of additional parking in-lieu fees ($2.8 million), SB1
funding for FY 2019 ($1.2 million), and Stormwater Management Fee Green Infrastructure
funding ($0.7 million). Assuming use of these funding sources, the Council Infrastructure Plan
funding shortfall is currently estimated at $50 million.
In addition to the Council Infrastructure Plan, there are a number of other significant potential
capital projects that have been identified as a need that do not have funding identified. While
successful completion of the Council Infrastructure Plan has been identified as the highest
infrastructure priority, the following are some other potential competing funding needs:
 Junior Museum and Zoo rebuild (Phase I essentials) (impacts in potential Phase II?)
 Animal Shelter replacement or renovation
 Caltrain Westside Fencing
 Parking wayfinding and other improvements
 Parks Master Plan implementation
 Cubberley Master Plan development and implementation
Some of these projects have more immediacy than others. More detail on potential unfunded
projects can be found in the FY 2019-FY 2028 Long Range Financial Forecast (CMR 8676) that
was presented to the Finance Committee on December 5, 2017.
Additional discussion in the following sections relates to Council decisions and guidance on how
to address the Council Infrastructure Plan funding shortfall.
Recommendation to Remove Second Basement Level from California Avenue Parking Garage
Staff recommends the removal of the second basement level from the California Avenue
Parking Garage, resulting in a garage with one basement and four above-ground levels. This
removal will reduce the number of parking stalls from 636 to 542, and reduce the net increase
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in parking stalls (accounting for the existing surface parking stalls on Lots C-6 and C-7) from 335
to 241. The removal of the second basement level is expected to reduce the total project cost
for the California Avenue Parking Garage by $6-8 million.
The original 2014 scope of the California Avenue Parking Garage project assumed a net increase
of approximately 158 parking stalls by building a new garage on a not yet identified surface lot
in the California Avenue area resulting in an estimated project budget of $9.6 million and the
parking in-lieu fee in effect at that time. In December 2015, staff presented the results of the
Public Safety Building Site Evaluation Study that recommended building the Public Safety
Building on Lot C-6, and building the California Avenue Parking Garage on Lot C-7 to replace the
existing surface parking on both lots and to provide additional parking. At that time, Council
directed staff to proceed with design of a 460 parking stall garage that would provide a net
increase of 160 stalls. The direction from Council included a request for analysis of costs and
other impacts for possible options to provide more than the minimum 460 parking stalls.
On April 3, 2017, staff presented Council with parking garage options that included number of
stalls and conceptual cost estimates. Council directed staff to proceed with a 636-stall garage
that would include two basements and four above-ground levels. At that time, the conceptual
level project cost estimate for the 636-stall garage was $34.8 million. With schematic design
nearly complete, the current estimate is $40.4 million.
As work on the California Avenue Parking Garage has proceeded, staff has noted a number of
potentially competing factors and policy directives. The direction to proceed with a 636-stall
garage increases the Council Infrastructure Plan’s significant funding gap. The EvergreenMayfield Residential Preferential Parking (RPP) program is in its first year and enhancements
are being proposed that may simplify short-term visitor parking within the RPP area. A
Comprehensive Parking Study for the California Avenue area has just commenced. The new
Comprehensive Plan and Sustainability Implementation Plan envision a shift from single
occupancy vehicle travel to modes of travel that are expected to reduce demand for parking.
At the same time, current occupancy counts demonstrate that on-street and off-street parking
in the California Avenue District is impacted during the weekday lunchtime hours (although
there is significant availability of parking for short-term visitors in the RPP zones).
Staff’s recommendation to remove the second basement level of the California Avenue Parking
Garage is made in recognition of the factors described above and the parking occupancy data
that demonstrate that demand for additional parking is principally confined to the lunchtime
hours of 12pm to 2pm.
The following information on parking occupancy is provided to inform Council’s consideration
of parking inventory in the California Avenue District.
Weekday California Avenue District Parking Occupancy Count Data:
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On-Street Parking (business district)
10/25/2017, Wednesday
Time
9am-11am
12pm-2pm
3pm-5pm
6pm-8pm

Supply
406
406
406
406

Demand
191
316
253
274

% Use
47.0%
77.8%
62.3%
67.5%

Off-Street Parking (lots and garages)
11/21/17, Tuesday
Time
9am-11am
12pm-2pm
3pm-5pm
6pm-8pm

Supply
1064
1064
1064
1064

Demand
385
892
766
728

% Use
36.2%
83.8%
72.0%
68.4%

Demand
389
469
425

% Use
39.5%
47.6%
43.1%

Evergreen-Mayfield (RPP)
10/25/17, Wednesday
Time
9am-11am
12pm-2pm
3pm-5pm

Supply
985
985
985

Critical Time: 12pm-2pm
Combined On and Off Street Parking (no RPP)
Time
12pm-2pm

Supply
1470

Demand
1208

% Use
82.2%

During the critical 12pm-2pm lunchtime hours, staff’s recommendation to add 241 (rather than
335) parking stalls would increase the combined on and off street parking inventory to 1711,
reducing the lunchtime use of parking from 82.2% to 70.6%. Proceeding with the second
basement level would add 335 parking stalls and reduce the lunchtime use to only 66.9%, with
even greater underutilization during the rest of the day.
The following table summarizes the chronology leading to staff’s recommendation:

Additional Parking
Provided
Project Cost
City of Palo Alto

2014

Dec 2015

January 2018

158

160

335

Staff
Recommendation
241

$9.6 million

$9.6 million

$40.4 million

$32-34 million
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Additional Strategies for Addressing the Council Infrastructure Plan Shortfall
Staff recommends that Council consider and discuss the following additional options for
addressing the funding shortfall and provide guidance and identify priorities for staff’s use in
the development of the City Manager’s FY 2019-2023 Capital Improvement Program and
possible initiation of work towards development of new funding sources.








Reprioritize or drop projects from the Council Infrastructure Plan: One or more projects
could be removed from the Council Infrastructure Plan or deferred beyond the
timeframe of the 2019-2023 Capital Improvement Program.
Scope reduction: The scope of certain projects could be reduced to decrease project
costs. Staff’s recommendation to remove the California Avenue Garage second
basement level is one example.
Reprioritize other projects from the capital improvement fund: In developing the FY
2019 capital improvement fund budget, staff could carefully evaluate existing and
proposed capital projects that are not part of the Council Infrastructure Plan and
propose eliminating, reducing, or deferring some projects. Currently the unallocated
fund balance (also referred to as the Infrastructure Reserve) is estimated to be $11
million at the end of FY 2018. This funding could be directed to the Council
Infrastructure Plan; however, this would eliminate flexibility to address other competing
needs as outlined earlier.
New revenues: Anticipated new revenues could be allocated to closing the Council
Infrastructure Plan funding gap. For example, the new Marriott hotels are projected to
generate $3.6 million annually in TOT revenues upon their completion. If 70 percent of
these revenues are used to issue debt, it would provide approximately $35 million of
funding.
Tax increase: New tax increases could be proposed to the voters to provide additional
revenue. For example, each 1% increase to the TOT rate results in approximately $1.7
million annually. If 70 percent of these revenues are used to issue debt, it would
provide approximately $16 million of funding.

Timeline
Seven of the nine Council Infrastructure Plan projects are in progress and are proceeding
according to their individual project schedules with all seven projects to be completed by the
end of FY 2022. The California Avenue Parking Garage is currently scheduled to begin
construction in November 2018, and construction of the Public Safety Building will begin after
the garage is completed.
A Council decision on the garage’s second basement level is necessary to maintain the critical
path schedule for the California Avenue Parking Garage and the Public Safety Building, and to
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avoid additional construction cost escalation. Staff would recommend Council make that
decision the evening this agenda item comes to Council. And while Council discussion and
possible action in other areas may be warranted at the meeting, Council may also choose to
direct a set of issues to Finance Committee for in depth discussion on alternatives.
Resource Impact
The funding gap of $50 million identified in this report is anticipated to be considered and
addressed as part of the City Manager’s FY 2019 – FY 2023 Proposed Capital Budget with the
assistance of the feedback and discussion of priorities had by the City Council at this meeting.
Specifically, the staff recommendation to remove the second basement level from the
California Avenue Garage (PE-18000) is estimated to reduce the cost of the project by $6 million
to $8 million. If approved, this would reduce the funding gap to $42 million - $44 million to be
addressed as part of the City Manager’s proposed budget.
Policy Implications
The staff recommendation does not represent a change in existing policies.
Environmental Review
Individual Council Infrastructure Plan projects are undergoing the appropriate level of California
Environmental Quality Act (CEQA) review. Staff’s recommendation to remove the second
basement level from the California Avenue Parking Garage would reduce the environmental
impacts that are being assessed in the Environmental Impact Report for the California Avenue
Parking Garage and the Public Safety Building.
Attachments:
 Attachment A: Council Infrastructure Plan Project Summaries
 Attachment B: Local Construction Cost Escalation
 Attachment C: Council Infrastructure Plan Funding Budgeted Funding Sources
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Attachment A: Council Infrastructure Plan Project Summaries

Public Safety Building (PE-15001):
Summary: The new Public Safety Building (PSB) will house the Police Department, 911 Emergency
Dispatch Center, the Emergency Operations Center, the Office of Emergency Services, and the
administration needs of the Fire Department. The PSB will be located on Parking Lot C-6 (250 Sherman
Avenue) in the California Avenue business district. It will be designed and constructed to meet the
requirement of the Essential Services Buildings Seismic Safety Act that it be immediately ready and
available following a disaster such as an earthquake. The project includes a 135-foot tall emergency
communications tower that will be integrated with the 50-foot tall, 3-story PSB structure.
Status: The project is in the schematic design phase. On January 8, 2018, the Draft Environmental
Impact Report was released for a 45-day public comment period. The building design is expected to be
reviewed for a second time by the Architectural Review Board in early March. The Final EIR will be
presented to Council for certification in April or May 2018. Construction of the PSB will immediately
follow completion of the California Avenue Parking Garage project. The PSB is expected to be
operational in 2021.
Highway 101 Pedestrian/Bicycle Bridge (PE-11011):
Summary: The project will construct a year-round pedestrian/bicycle overcrossing of U.S. 101 at Adobe
Creek including a new trail connection to East Meadow Drive. The project will improve recreational and
commuter connections east and west of U.S. 101 to bike lanes on East and West Bayshore Roads and to
the existing Bay Trail. The project will close the existing Benjamin Lefkowitz pedestrian/bicycle
undercrossing of U.S. 101 at Adobe Creek, a facility that experiences frequent closures due to flooding
each year between October 15th and April 15th. The proposed overcrossing was determined as a high
priority and potential future project to improve connectivity and year-round access over Highway 101
per the City’s 2012 Bicycle and Pedestrian Transportation Plan.
Status: The 65% design and environmental assessment services phase is now complete. On December
11, 2017, City Council awarded a contract amendment for Phase 2 final bridge design services. This
action followed Council’s November 27, 2017 adoption of a CEQA Mitigated Negative Declaration and
approval of a Park Improvement Ordinance for the project. Following Council’s action, Caltrans adopted
the project’s NEPA Categorical Exclusion.
Bicycle/Pedestrian Plan Implementation (PL-04010):
Summary: The project includes planning, design and construction of bicycle boulevards, enhanced
bikeways, shared-use paths, bicycle parking and a citywide bicycle sharing system in accordance with
the Palo Alto Bicycle + Pedestrian Transportation Plan, which was adopted by City Council in 2012. The
project is primarily being implemented through two phases of bicycle boulevard construction. Phase 1

includes the Amarillo Avenue/Moreno Avenue Bicycle Boulevard, Bryant Street Bicycle Boulevard
Upgrade, Louis Road/Montrose Avenue Bicycle Boulevard, and Ross Road Bicycle Boulevard. Phase 2
includes the Bryant Street Bicycle Boulevard Extension, Maybell Avenue Bicycle Boulevard, and Park
Boulevard/Wilkie Way Bicycle Boulevard.
Status: Construction of Phase 1 began in September 2017 and is scheduled to take approximately one
year. Concept plans for Phase 2 were adopted by City Council in 2015 and final design is underway.
Construction contract award is expected in fall 2018 and construction is scheduled to take
approximately one year.
Charleston/Arastradero Corridor (PE-13011):
Summary: The project is a streetscape improvement and resurfacing project on the
Charleston/Arastradero Corridor from San Antonio Road to Foothill Expressway. The project is split into
three phases and is expected to be completed in two years. The project has been a priority to residents
since its conception as the Charleston/Arastradero Corridor Plan in 2003. The project goals and benefits
include enhancing school commute safety for K-12 students, improving the quality of bike and
pedestrian experience, reducing the amount of very high-speed vehicles, and enhancing the streetscape
and quality of life in the corridor for local residents and surrounding community. After extensive public
outreach in its development, the concept plan line was approved in September 28, 2015.
Status: This project will be constructed in three phases based on grant funding deadlines. The bid
packages are being finalized, and Caltrans has approved the Authorization to Proceed with construction
for Phase 1 and 2. Phase 1 and 2 are anticipated to go out to bid at the end of January 2018 and will
need Council approval for the construction contract. Construction is expected to start in May 2018.
Phase 3 will start construction in 2019.
Byxbee Park (PE-18006):
Summary: As envisioned by the original artist and landscape architect, the completion of Byxbee Park
was to occur following capping of the remainder of the landfill (Phase 2C) and was to consist of a
network of white oyster shell‐lined trails with wooden viewing platforms. Additionally, the parking lot
for the park was to be expanded. In view of the significant improvements to Byxbee Park that have
already occurred since the landfill closed, the scope of the project is being revisited during the
development of the Baylands Comprehensive Conservation Plan.
Status: The Baylands Comprehensive Conservation Plan, which will include recommendations on the
scope of the Byxbee Park project, is currently under development. On September 11, 2017, Council
approved funding $400,000 of the project funds in the current fiscal year for urgent improvements and
restoration work at the newly acquired Baylands International Telephone & Telegraph Transmitter site.
California Avenue Parking Garage (PE-18000):
Summary: The parking garage will be located across the street from the Public Safety Building on
Parking Lot C-7 (350 Sherman Ave). It will replace and expand the existing approximately 300 surface

parking stalls on lots C-6 and C-7. The new parking garage will have four levels of above ground and two
basement levels providing approximately 636 spaces. The garage design and environmental impact
analysis are proceeding concurrently with the Public Safety Building because they are considered one
project under CEQA.
Status: The project is in the schematic design phase. On January 8, 2018, the Draft Environmental
Impact Report was released for a 45-day public comment period. The garage design is scheduled to be
reviewed for a second time by the Architectural Review Board on January 18, 2018. The Final EIR will be
presented to Council for certification in April or May 2018.
Downtown Parking Garage (PE-15007):
Summary: The project will construct a new parking garage at existing surface parking lot D located at
375 Hamilton Avenue, the northwest corner of Hamilton Avenue and Waverley Street in the Downtown
Business District. It is intended to supplement parking inventory as part of the City’s multi-pronged
approach to addressing parking and traffic congestion. The new parking garage will have five levels of
above ground and one basement level providing approximately 338 spaces with a ground floor retail
area of approximately 2,200 SF.
Status: The project is in the schematic design phase. A community meeting was held to gather public
input on November 15, 2017. The Planning and Transportation Commission will hold a public hearing for
the Draft Environmental Impact Report (DEIR) in February 2018. The ARB hearing date for the formal
application is targeted for February 15, 2018.
Fire Station 3 Replacement (PE-15003):
Summary: The new Fire Station 3 will replace the aging Fire Station 3 and will meet current California
Building Codes (CBC), Essential Services Building Seismic Safety Act, Americans with Disabilities Act
(ADA), National Fire Protection Association, and OSHA standards. Per City Council policy established in
2007, the building will be designed to attain LEED Silver Certification. A study in 2005 found “extensive
structural, code, and operational deficiencies,” and recommended replacement or significant upgrade.
Status: Construction of the new station officially began on January 8, 2018 and is scheduled to be
completed in January 2019. Fire Station 3 has temporarily relocated to a facility at 2000 Geng Road.
The crew co-locates with Fire Station 1 during daytime hours and resides at 2000 Geng Road in the
evenings.
Fire Station 4 Replacement (PE-18004):
Summary: The new Fire Station 4 will replace the aging Fire Station 4 and will meet current California
Building Codes, Essential Services Building Seismic Safety Act, American with Disabilities Act (ADA),
National Fire Protection Association, and OSHA standards. Per City Council policy established in 2007,
the building will be designed to attain LEED Silver Certification. A study in 2005 found “extensive
structural, code, and operational deficiencies,” and recommended replacement or significant upgrade.

Status: The design phase for the project is scheduled to begin in FY 2019.
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Downtown Garage

$9.07

Fire Station No. 4

$7.50

$56.95

$0.89

$57.84

$9.49

$0.49

$9.49

$0.49

$9.98

$3.46

$8.73

$0.73

$9.46

$0.56

$13.11

$0.56

$13.67

$5.57

$7.50

$0.39

$7.89

$6.66

$14.00

$2.01

$16.01

$1.45

$7.95

$10.80

$0.98

$11.78

$0.20

$7.40

$20.00

$0.25

$20.25

$0.19

$2.80

$0.19

$2.99

$6.50

$179.88

$4.04
$1.58

Highway 101 Bike Bridge

$8.35

Charleston/Arastradero
Corridor

$1.55

Bike/Pedestrian Plan

$12.40

Byxbee Park

$0.84

$1.00

$2.80

Contingency Funding

$30.00
Total

*Values Stated in Millions

Google Contribution

$0.89

Grants

Project Total (incl. S$B)

$6.00

Salary and Benefits (Budgeted +
Actuals)

Fire Station No. 3

Project Total (less S&B)

California Avenue Garage

$52.25

Certificates of Participation

Parking In-Lieu Fee

Charleston/Arastradero Impact Fees

$4.70

Capital Fund (incl. TOT)

Public Safety Building

Parks Impact Fees

Stanford Development Fund

Attachment C: Council Infrastructure Plan Budgeted Funding Sources
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