
Rehabilitation Need 
 
It is estimated that the rehabilitation need in Palo Alto is low compared to many other 
California communities.  As indicated on page 32 of this document, it was estimated that 
3% of the City's owner-occupied housing stock or approximately 437 units might have been 
considered substandard in the year 2000. 
 
A review of 1990 U.S. Census data indicated that 598 units in the City were occupied by 
very low- and low-income homeowners and that these units were more than 50 years old 
(units built prior to 1940).  Another 1,320 very low- and low-income homeowners occupied 
housing units that were constructed between 1940-59.  This data provides an "upper range" 
or maximum ceiling of rehabilitation need for owner occupied units using the assumption 
that very low- and low-income households often cannot afford on-going maintenance and 
repair as their units "age" and that these are the type of units most often in need of 
rehabilitation.  The 1,918 units (598 + 1,320 = 1,918) represented 7.76% of all housing units 
in the City in 1990.  Applying this same percentage to the total number of housing units in 
2000, it is estimated that approximately 1,980 of the City’s owner-occupied housing units 
might need rehabilitation. 
 
Overall, the rental housing stock in the City was built more recently than the owner 
occupied units.  Information on pages 33-34 of this document summarizes 1990 U.S. Census 
data and indicates that the "upper range" of rental units that are older and occupied by very 
low- and low-income households is 1,449 units total or 5.8% of the City's housing stock.  
Applying this same percentage to the available 2000 Census data, it is estimated that 1,462 
of the City’s renter-occupied housing units might need rehabilitation. 
 
The information given in the two paragraphs above indicate that the number of housing 
units needing rehabilitation in Palo Alto may range from 1,462 to 3,542 units.  However, 
there do not appear to be any areas in the City that have concentrations of units that need 
rehabilitation.  In fact, Palo Alto consistently has neighborhoods where the housing units are 
well maintained and, in many cases, reflect a high degree of pride in ownership.  While the 
census data provides an indication of the range of units that could need rehabilitation using 
household income data and age of units, "drive-by" inspections of units in Palo Alto indicate 
that the majorityof the housing stock is in very good condition.  The only area of the City 
that appears to have higher than average incidence of units that may need repair or 
replacement is the Buena Vista Mobile Home Park, which contains primarily older trailer or 
mobile home units. 
 
Conservation Need 
 
1. Energy Conservation 
 
By owning and operating its own utilities system, the City is committed to offering its 
residents a high quality of utility services at the lowest possible cost.  The Utilities System 
attempts to invest in a mix of new energy and water supply projects, operating efficiencies, 
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and consumer-oriented conservation and solar services, which together will enable local 
residents to meet their resource needs at a lower cost than in neighboring communities.  
Energy Services staff of the City have an active role in design review for all new 
construction, excluding individual single-family homes.  Through this review, energy 
efficiency is assessed and modifications made.  Landscape standards are in place that 
require efficient outdoor water use.  Energy services staff are available to assist all property 
owners, architects, and builders in evaluating building plans and making recommendations 
for improving energy and water use efficiency. 
 
In addition to its commitment to keep utility costs low and conserve energy, the City 
established a Utilities Residential Rate Assistance Program (RAP) in 1993, which reduces 
utility rates by 20% for qualifying households.  Originally, qualifications were based on 
household income (approximately 37% of County median income) or physical disabilities.  
In 2001, the City extended this program to include households earning 50% or less of the 
County median income.  This program has helped very low-income households pay for a 
key component of monthly housing costs making it somewhat easier for them to stay in their 
existing housing. 
 
2. Conservation of Existing Affordable Housing 
 
Conservation of the existing affordable housing stock is critical in today's economic climate.  
Because of the high cost of housing and lack of vacant land to construct new affordable 
housing, it is extremely important to preserve and protect those affordable housing units that 
already exist.  State Housing Element Law requires communities to conduct an inventory of 
affordable units that might be "at-risk" of converting to market rate units within a 10 year 
time frame of the Housing Element.  The inventory is to include all multifamily rental units 
that have been funded with federal, state or local assistance.  A review of multifamily units 
in Palo Alto indicates that the only units that are at risk are those that have been assisted 
with federal funds.  The only State funded project is the Barker Hotel which was assisted 
with State of California HOME funds and those units have affordability controls until 2033. 
The City has a "Below Market Rate" (BMR) program that requires 15% of units to be 
affordable in projects of five units or more or the payment of an in-lieu fee.  The units in the 
BMR program have resale and affordability controls for 59 years and renew each time the 
property title is transferred and, therefore, are not at risk of converting to market rate. 
 
Palo Alto has 728 units in 13 developments of very low- and low-income housing that are to 
varying degrees subject to increases in rent or conversion to market rate housing.  These 
projects are listed in Illustration # 22 on the following page.  These projects are assisted in 
part by HUD with Section 8 project-based rental assistance in which a direct subsidy is 
provided to the owner.  The future of the Section 8 program continues to be in question.  
Currently, Section 8 contracts are being extended on a year-to-year basis and may be subject 
to rent increases in the future if the Section 8 Program is eliminated or cut back.  Most of 
the subsidized rental projects fall under this category.  There is one project with a for-profit 
owner considered most at-risk.  (Two other formerly at-risk projects owned by for-profit 
owners, Sheridan Apartments and Palo Alto Gardens, have been purchased by non-profits 
with City assistance between 1998-1999 and are no longer considered to be at high risk of 
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conversion to market rate housing.)  The remaining units are owned by non-profits and, for 
various reasons such as relatively low mortgage debt and the non-profits commitment to 
maintain affordable housing, are considered less at risk of being lost as affordable housing; 
however, the loss of Section 8 subsidies could result in increased rents, making the units 
less affordable to very low- and low-income households. 
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Illustration #20: Summary of Government Assisted Units “At Risk” for Conversions 
 

 
Project 

 
Owner/Contact 

Type of 
Government 
Assistance 

Previous or 
Existing 

Conversion 
Date/Sec.8 

Status 

Unit Total 
and Units 
Subject to 

Conversion 
 

 
Tenant 
Type 

 

     
For Profit Ownership (at higher risk of conversion) 
 
Terman Apartments 
655 Arastradero Rd. 
Palo Alto, CA 

 
Goldrich & Kest 
5150 Overland Ave. 
Culver City, CA 

 
221(d)(4) 
Section 8 

 
Section 8 
Opt:2004 

 
  92        72 

 
Family 
& 
Elderly 

Non-Profit Ownership (at lower risk of conversion; possible risk of higher rents if Section 8 subsidy lost) 
 
Palo Alto Gardens 
648 San Antonio Rd. 
Palo Alto, CA 

 
Mid-Peninsula Housing 
Corporation 
658 Bair Island Rd., Ste. 300 
Redwood City, CA 94063 

 
221(d)(3) Title 
VI Section 8 

 
1994:  Title VI 
1998 Section 8 
(Section 8 
vouchers) 

 
156      156 

 
Family 
& 
Elderly 

 
Sheridan Apts. 
360 Sheridan Ave. 
Palo Alto, CA  

 
Palo Alto Housing Corp. 
725 Alma St. 
Palo Alto, CA 94301 

 
221(d)(4) 
Section 8 

 
Section 8 Opt: 
1999 
(now year-to-
year Section 8) 

 
  57        57 

 
Elderly 

 
Lytton Gardens I 
656 Lytton Ave. 
Palo Alto, CA 

 
Community Housing, Inc. 
656 Lytton Avenue 
Palo Alto, CA 

 
236(j)(1) 
Section 8 

 
Section 8 Opt: 
1996-97, 1998 
(now year-to-
year Section 8) 

 
              
220       184 
                

 
 
Elderly 

 
Colorad Park 
1141 Colorado Ave. 
Palo Alto, CA 

 
Colorado Park Corp. 
1141 Colorado Ave. 
Palo Alto, CA 

 
236(j)(1) 
Section 8 

 
Section 8 Opt: 
1996-97, 1998 
(now year-to-
year Section 8) 

 
  60          25 

 
Family 

 
Adlai Stevenson House 
455 E. Charleston Ave. 
Palo Alto, CA   

 
Palo Alto Senior Housing 
455 E. Charleston Ave. 
Palo Alto, CA 

 
Section 202 
Section 8 

 
Section 8 Ipt: 
1999 
(now year-to-
year Section 8) 

 
120          24 

 
Elderly 

 
Elm Apartments 
129 Emerson Street 
Palo Alto, CA 

 
Palo Alto Housing Corp. 
725 Alma Street 
Palo Alto, CA  94301 

 
Section 8 
Mod-Rehab 

 
Section 8 Opt: 
1997 
(now year-to-
year Section 8) 

 
  11           8 

 
Family 

 
Ferne Apartments 
101-131 Ferne Ave. 
Palo Alto, CA 

 
Palo Alto Housing Corp. 
725 Alma Street 
Palo Alto, CA  94301 

 
Section 8 
Mod-Rehab 

 
Section 8 Opt: 
1997 
(now year-to-
year Section 8) 

 
  16           5 

 
Family 

 
Lytton Gardens II 
656 Lytton Ave. 
Palo Alto, CA 

 
Community Housing Inc  
656 Lytton Ave. 
Palo Alto, CA 

 
Section 202 
Section 8  

 
Section 8 Opt: 
1999 
(now year-to-
year Section 8) 

 
100        100 

 
Elderly 

 
Emerson South 
3067 Emerson Street 
Palo Alto, CA 

 
Palo Alto Housing Corp. 
725 Alma Street 
Palo Alto, CA  94301 

 
Section 8 
Mod-Rehab 

 
Section 8 Opt: 
2000 
(now year-to-
year Section 8) 

 
   6             5 

 
Small  
Family 
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Project 
 

Owner/Contact 
Type of 

Government 
Assistance 

Previous or 
Existing 

Conversion 
Date/Sec. 8 

Status 

Unit Total 
and Units 
Subject to 

Conversion 

 
Tenant  
Type 

 
Non-Profit Ownership (continued) 
 
Arastradero Park Apts 
574 Arastradero Road 
Palo Alto, CA 

 
Palo Alto Housing Corp. 
725 Alma Street 
Palo Alto, CA  94301 

 
Section 8 
Sec. 236(j)(1) 

 
Section 8 Opt: 
2000 
(now year-to-
year Section 8) 

 
  66          48 

 
Family 
& Senior 

 
Curtner Apartments 
300-310 Curtner Ave. 
Palo Alto, CA   

 
Arastradero Park Apts. 
C/o Palo Alto Housing 
Corp. 
725 Alma Street 
Palo Alto, CA  94301 

 
Section 8 
Mod-Rehab 

 
Section 8 Opt: 
2001 
(now year-to-
year Section 8) 

 
   9             9 

 
Family 

 
Oak Manor 
Townhomes 
630 Los Robles Ave. 
Palo Alto, CA 

 
PAHC Apartments, Inc. 
C/o Palo Alto Housing 
Corp. 
725 Alma Street 
Palo Alto, CA  94301 

 
Section 8 
Mod-Rehab 

 
Section 8 Opt: 
2008 
 

 
  33          23 

 
Family 

 
TOTAL                                                                                                                                           946        716 
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3. Description of "At Risk Units" 
 
In the past, the subsidized rental projects in Palo Alto could have been divided into two 
categories: those that areTitle VI (National Housing Act of 1990) eligible and those that 
have Section 8 Project Based Subsidies.  With the acquistion of Palo Alto Gardens by the 
Mid-Peninsula Housing Coalition, there are no Title VI eligible projects remaining in Palo 
Alto.  All other “at-risk” projects that have Section 8 Project Based subsidies are organized 
below according to their existing or previous funding source. 
 
 
Expiration of Section 8 Project Based Subsidies: 
 
Section 8 rental subsidies are subsidies provided directly to the project owner and the 
amount of the subsidy is typically determined based on the tenant's income and the rent 
charged.  The subsidy helps tenants "afford" their monthly rent by paying a portion of the 
rent for them to the property owner.  HUD and the property owner enter into a contract for a 
specified period of time during which Section 8 rental subsidy assistance will be provided.  
The owner was formerly able to renew the Section 8 assistance in periods of 5-15 years, 
depending on the contract.  Currently, HUD only renews Section 8 assistance on a 
year-to-year basis, subject to Congressional funding.  It is not known how long this year-to-
year renewal will continue. 
 
During the next decade, three projects in Palo Alto will have their current Section 8 Project 
Based Subsidy contracts either expiring or up for renewal.  The effect of a loss of Section 8 
subsidies differs depending on many factors including the underlying mortgage assistance, 
the percentage of households receiving rental assistance and their income levels, and each 
project's annual operating costs.  Following is a description of the principal types of 
mortgage assistance which financed the affected projects. 
 
Sec. 221(d)(4) Projects 
 
The Terman Apartments complex is the only remaining project with a Section 221(d)(4) 
market rate mortgage with Section 8 project based subsidy.  A 221(d)(4) project uses market 
rate mortgages with FHA insurance.  This type of mortgage has no underlying mortgage 
prepayment restriction which requires continued affordability.  Therefore, the units in this 
project could be rented at market rate and there would be no requirement that the tenants be 
low-income. 
 
The only other Section 221(d)(4) project in Palo Alto, the Sheridan Apartments, was 
recently acquired by the Palo Alto Housing Corporation with assistance from the City of 
Palo Alto using available CDBG funds.  This project is no longer considered “at-risk” of 
converting to market rate units.  The Terman Apartments are the only remaining subsidized 
rental units seriously “at-risk” of conversion. 
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Section 8 Moderate Rehabilitation Program Projects 
 
Under this HUD program, HUD offered 5 to 10 year contracts for Section 8 assistance to 
owners of existing rental housing occupied by eligible very low- and low-income 
households if the owner performed at least a minimum amount of property rehabilitation.  In 
many cases, the rehabilitation work was funded by loans from local housing programs using 
CDBG funds or other HUD funds.  The effect of a loss of Section 8 assistance depends on 
the specific financial circumstances of each project, especially the degree to which the 
owner's ability to cover debt service and operating costs depends on the revenue from the 
Section 8 rental contract. 
 
There are only two remaining Section 8 Moderate Rehabilitation Projects in Palo Alto that 
have not yet had their original Section 8 contracts expire, the Curtner Apartments and the 
Oak Manor Apartments, and both are owned, or controlled by, the Palo Alto Housing 
Corporation (PAHC).  The remaining Section 8 Moderate Rehabilitation Projects have their 
Section 8 contracts renewed on a year-to-year basis and all of them are also owned or 
controlled by PAHC.  The Section 8 contract assistance enables PAHC to provide 
affordable housing to very low-income households.  Without the Section 8 assistance, 
PAHC would need to increase the rents paid by the tenants, which would mean that 
occupancy would shift to somewhat higher income households over time.  However, since 
these properties carry relatively low amounts of amortized mortgage debt, PAHC should be 
able to maintain them as affordable rental units for low-income households even without the 
Section 8 assistance.  At present, HUD continues to offer owners of 5 or more units a one 
year extension of their Section 8 contract. 
 
PAHC controls two larger projects which would be much more seriously affected by non-
renewal of their Section 8 contracts.  These projects are Arastradero Park Apartments and 
Oak ManorTownhomes.  Both projects were acquired and rehabilitated by PAHC under 
complicated financing structures in which loans, funded from tax-exempt bonds, covered a 
major portion of the costs.  Rental income, on par with the current Section 8 contract level, 
is needed for PAHC to continue to meet operating costs and repay the loans.  In the case of 
Arastradero Park the current Section 8 contract rents exceed the rental value of the units on 
the open market.  Since the FHA insured the Arastradero Park mortgage, HUD would 
probably be forced to offer PAHC some type of mortgage reduction in return for loss of the 
rental subsidies to avoid a default and a claim on the FHA insurance fund.  However, 
Arastradero Park has been operating under a year-to-year renewal of its Section 8 contract. 
 
4. Cost Analysis 
 
The cost to conserve the units in the developments that have Project Based Section 8 
Subsidies as very low-and low-income housing is as varied as the projects themselves.  
Some of the developments have zoning controls or deed restrictions, some have longer term 
contracts and some have low mortgage debt; however, as noted previously, replacement is 
extremely difficult given the scarcity of available land.  Most of these projects have been 
able to extend their Section 8 contracts on a year-to-year basis.  The units most at risk are 
those in the Terman Apartments owned by a for-profit corporation.  In 1998-99, the City of 
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Palo Alto assisted in the purchase and conservation of Palo Alto Gardens and the Sheridan 
Apartments. 
 
The Palo Alto Gardens contains 156 units originally financed in 1973 under the Section 
221(d)(3) program.  Its Section 8 contract expired in 1998.  In June 1998, HUD converted 
the vouchers of eligible tenants to one-year “enhanced” Section 8 vouchers.  This action 
provided the owners with market rents but with no increase in the tenant-paid portion of the 
rent.  After a one-year term of the “enhanced” Section 8 vouchers, the owners would have 
been under no obligation to continue to accept the Section 8 households as tenants.  If the 
owners had continued to accept Section 8 tenants, then the tenants would have had to pay 
the difference between the fair market rent and the real market rent set by the owners.  For 
many of the elderly households in the complex, whose incomes are typically below $10,000 
a year, this would have been a considerable hardship. 
 
In the summer of 1998, Mid-Peninsula Housing Coalition (MPHC) began discussions with 
the project’s owners about a possible sale.  By November, MPHC had finalized the purchase 
contract and submitted a formal request to the City for $1,000,000 in financial assistance for 
the acquistion.  MPHC secured the principal financing for the project in February 1999 with 
an award of a tax-exempt bond allocation of $11.4 million and an award for federal housing 
tax credits.  In October 1998, the City submitted an application to the State for federal 
HOME funds in the amount of $825,000 to assist with the costs of funding the Sheridan and 
Palo Alto Gardens projects.  However, that application was not funded.  Under the terms of 
the purchase agreement and the requirements of the tax-exempt bond financing, MPHC 
needed to close escrow on the purchase before the end of May 1999.  City funds in the 
amount of $1,000,000 were needed to complete the purchase, but the City did not have 
sufficient funds available.  Therefore, on February 17, 1999, the City submitted a request to 
HUD for approval of pre-award costs.  HUD approved the City’s request on March 5, 1999.  
This allowed the City to use local funds for a portion of its $1,000,000 loan and expend the 
monies to close escrow and meet the requirements of the purchase contract and other 
funding.  On April 12, 1999, Council approved the formal loan documents for the 
transaction, and on April 29, 1999 escrow was closed by MPHC on the acquistion. 
 
The Sheridan Apartment complex contains 57 single bedroom units for the elderly 
originally financed in 1978 under the Section 221(d)(4) FHA program with a 20-year 
federal Section 8 rental contract for all 57 units.  Its Section 8 contract expired in 1999.  In 
the spring of 1997, the owners decided to sell the project for conversion to market rate 
rental housing.  PAHC entered into negotiations to buy the Sheridan with the intention of 
preserving its existing use as Section 8 assisted housing.  PAHC’s initial attempts to 
negotiate a purchase agreement were unsuccessful because the owner demanded a price 
based on market rents.  The City then initiated legal action to enforce its deed restrictions.  
Finally, on January 13, 1998, PAHC executed a purchase agreement with the owners for a 
$5.1 million purchase price.  On February 2, 1998, the City Council approved $145,500 in 
CDBG funds for PAHC for predevelopment activities.  An FHA loan commitment was 
received by PAHC in May 1998 after which the City Council authorized a maximum City 
loan commitment of $2.5 million in CDBG and City Residential Housing In-Lieu funds.  In 
late August 1998, PAHC was awarded both state and federal tax credits and escrow closed 

 
52                                                                Housing Element Technical Document 1999-2006 



on December 9, 1998.  Rehabilitation work commenced immediately and has since been 
completed. 
 
The acquistion of the two projects described above illustrates that considerable work by the 
Palo Alto Housing Corporation, the Mid-Peninsula Housing Coalition, City staff and others 
were necessary to preserve these projects for affordable housing.  It also shows the various 
sources of financing that were required (bond financing, HUD and City funds, etc.) to allow 
for the purchase of these projects and the enormous costs involved.  If the costs of the Palo 
Alto Gardens and Sheridan Apartments and other recent rental acquistions and 
rehabilitations (e.g., the Arastradero Park Apartments) are combined, the average cost to 
acquire, rehabilitate and conserve the units for very low-income use ranged from 
approximately $114,200 - $140,000 per unit.  This included an average of $82,200 - 
$106,500 per unit for acquisition, $10,500 - $12,000 per unit for rehabilitation cost and 
about $21,500 per unit for other costs such as sponsor fees, transaction costs, financing 
(including the bond issuance) and establishing reserve funds.  This cost range provides a 
basis for estimating the possible cost to conserve or replace the one remaining Section 8 
project owned by a for-profit corporation.  Using the cost range above, the cost of acquiring, 
conserving, and rehabilitating (or replacing) the 72 units of the Terman Apartments would 
be about $8,222,400 - $10,080,000. 
 
Because the other remaining units are owned by non-profits, it is highly unlikely that they 
would have to be replaced or purchased at market rates.  They are in danger of losing their 
Project Based Section 8 rental assistance, which would likely result in a modified mortgage 
arrangement with HUD and/or some increase in rents, but still remaining well below market 
rates.  In addition, because of the quality and desirable location of the projects, tenants 
receiving Tenant Based Section 8 Subsidies are likely to continue living in the properties for 
some time. 
 
Potential funding sources to pay for the cost of conserving these units are limited.  Similar 
to the Palo Alto Gardens and Sheridan projects, City staff would assist in pursuing such 
funding sources as bond financing, State of California housing program funds, HOME 
funds, CDBG funds and City funds.  Other potential funding sources might include Low 
Income Housing Tax Credits and Affordable Housing Program Funds from the Federal 
Home Loan Bank.  All of these funding sources are, however, limited. 
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Chapter 6: Housing Constraints 
 
Housing development can be affected by economic forces in the private market as well as 
regulations and policies imposed by public agencies.  These constraints primarily impact the 
production of new housing but can also affect the maintenance and/or improvement of 
existing housing.  The discussion below, and on the following pages, analyzes both the 
governmental and non-governmental ("market") constraints that can affect the housing 
market in Palo Alto. 
 
Governmental Constraints 
 
1. Land Use Controls 
 
a) Comprehensive Plan 
 
The 1998-2010 Comprehensive Plan is Palo Alto’s chief policy document governing and 
guiding the long-term development of the City.  Besides the Housing Element, the most 
important portion of the Plan influencing the production of housing is the Land Use and 
Community Design Element.  This element describes the land use categories that allow 
residential use and the general density and intensity limits for each of these categories.  Four 
residential land use designations are contained in the Land Use and Community Design 
Element and are described below. 
 
Single-Family Residential 
 
Allows one dwelling unit on each lot as well as churches or schools (conditional uses).  The 
typically allowed density range is one to seven units per acre but the upper end of this range 
can be increased to 14 dwelling units per acre to accommodate second units or duplexes. 
 
Multiple-Family Residential 
 
Allows net densities ranging from eight to 40 dwelling units per acre with more specific 
density limits governed by a site’s zoning district and its location.  Generally higher 
densities are permitted near major streets and public transit and lower densities next to 
single-family residential areas.  The updated Housing Element proposes that the density 
ranges for each of the City’s three multiple-family zoning districts be described to clarify 
the density limits of these zoning districts, including the minimum acceptable density or a 
density “floor” to encourage development at the high end of the density range.  This will 
help to ensure that the limited residential lands available will be developed close to their full 
potential 
 
Village Residential 
 
This land use designation was added to the Comprehensive Plan in 1998 and has yet to be 
applied to any lands in Palo Alto.  The intent of this designation is to promote housing that 
contributes to the harmony and pedestrian orientation of streets and neighborhoods.  This 
designation allows a maximum density of 20 units per acre but does not establish a density 
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floor.  The updated Housing Element recommends the establishment of a density floor for 
this designation.  The City should intensify its efforts to find sites suitable for this land use 
designation to increase its housing supply. 
 
Transit-oriented Residential 
 
This land use designation was also added to the Comprehensive Plan in 1998 and has yet to 
be applied to any lands in Palo Alto.  The intent of this designation is to allow higher density 
residential uses in the University Avenue/Downtown and California Avenue commercial 
centers within 2000 feet of a multi-modal transit station and thus support transit use.  A 
maximum density of 50 dwelling units per acre is established but no density floor is 
described.  The updated Housing Element calls for development standards that would 
encourage higher density development nearest to the transit stations while still preserving 
the character of adjacent neighborhoods.  It also calls for the development of a zoning 
district that will achieve these ends.  The City should intensify its efforts to find sites 
suitable for this land use designation to increase its housing supply and achieve its goal of 
supporting transit and reducing automobile use. 
 
In addition to the residential land use designations listed above, the Comprehensive Plan 
allows residential development under non-residential (commercial and industrial) land use 
designations.  These lands represent a significant potential housing supply but new standards 
must be developed for this potential to be realized.  These land use designations and their 
general development limits are described below. 
 
Neighborhood Commercial 
 
This designation typically allows smaller shopping centers with retail uses that serve nearby 
neighborhoods.  It also allows residential and mixed use projects with floor area ratios 
(FAR) no larger than 0.4 but does not describe an allowed density range.  The updated 
Housing Element proposes that a density range be established and that new development 
standards be created for residential or mixed use projects.  This will clarify the City’s intent 
for how these sites should be used if residential or mixed use development is proposed and 
to maximize the residential potential of these sites.  The updated Housing Element also calls 
for revising the Zoning Ordinance to support these uses. 
 
Regional/Community Commercial 
 
This designation allows larger shopping centers intended to serve markets larger than nearby 
local neighborhoods but it does not allow residential or mixed use.  Sites with this 
designation are much larger than neighborhood shopping centers and contain large parking 
areas.  These sites represent an untapped opportunity for the creation of residential and 
mixed use development on underutilized parking lots or other areas.  This land use 
designation allows residential and mixed use developments with high density residential.  
The updated Housing Element calls for the creation of development standards and zoning 
revisions that would allow such development to occur. 
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Service Commercial 
 
This land use designation supports citywide or regional commercial facilities for people 
arriving by automobile.  It also allows residential and mixed use projects in some locations 
but does not establish density limits.  The updated Housing Element proposes that, through 
the Zoning Ordinance Update, a density range be established and that development 
standards and zoning ordinance provisions be revised to support such development. 
 
Mixed Use 
 
This designation allows for combinations of Live/Work, Retail/Office, Residential/Retail 
and Residential/Office uses but it has yet to be applied to any site in Palo Alto.  Further, it 
does not establish a residential density range to guide development.  The updated Housing 
Element proposes that a density range be established through the Zoning Ordinance Update 
to realize the residential development potential of these sites. 
 
Research/Office Park 
 
This land use designation allows for office, research, and manufacturing establishments and 
a variety of other uses including residential and mixed use.  This designation does not 
establish a density range for residential uses.  The updated Housing Element calls for the 
establishment of a density range through the Zoning Ordinance Update.  It also calls for 
revisions to development standards and Zoning Ordinance provisions to allow reasonable 
mixed use development to occur on sites with this designation. 
 
Light Industrial 
 
Wholesale and storage warehouses and the manufacturing, processing, repairing and 
packing of goods are all allowed under this designation.  Residential and mixed use projects 
are also allowed but no residential density limits are described.  The updated Housing 
Element proposes a density limit be established through the Zoning Ordinance Update and 
suggests revisions to the FAR limits and the zoning ordinance to allow reasonable mixed 
use development to occur on sites with this designation. 
 
Institutional 
 
Besides the commercial and industrial land use designations described above, the 
institutional lands in Palo Alto represent a potential source of housing.  The updated 
Housing Element proposes that properties considered surplus in the Public Facilities zone 
and designated Institution allow residential development consistent with surrounding 
densities and intensities of development. 
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Comprehensive Plan Policy Changes 
 
Besides the modifications to the land use changes described above, the updated Housing 
Element suggests a series of land use and other policy changes designed to increase the 
supply of affordable housing in Palo Alto.  These include the following: 
 
• Promote density changes that encourage the efficient development of scarce residential 

lands and that support transit use and the creation of a pedestrian friendly environment. 
• Encourage the use of the Village Residential and Transit-oriented Residential land use 

designations. 
• Encourage the redevelopment of parking areas with high density residential or mixed use 

in combination with parking structures. 
• Revise the commercial and industrial housing in-lieu fee formula for projects impacting 

housing to better reflect the impact on new jobs on housing demand and costs. 
 
b) Zoning Ordinance 
 
The City's Zoning Ordinance is the primary tool used to manage the development of 
residential units in Palo Alto.  The Residential Districts described in Palo Alto’s Zoning 
Ordinance include the RE: Residential Estate District, R-1: Single-Family Residence 
District, R-2: Two Family Residence District, RMD: Two Unit Multiple-Family Residence 
District, RM-15: Low Density Multiple-Family Residence District, RM-30: Medium 
Density Multiple-Family Residence District, RM-40: High Density Multiple-Family 
Residence District and the Planned Community District.  Moreover, residential development 
is permitted in all other zones.  Permitted densities, setback requirements, minimum lot 
sizes and other factors vary among the residential districts.  Listed below are some of the 
more significant factors of each of the districts. 
 
RE Residential Estate District 
 
The RE District is intended to create and maintain single-family living areas in more 
outlying areas of the City compatible with the natural terrain and the native vegetative 
environment.  The minimum site area is one acre.  Only one residential unit, plus an 
accessory dwelling or guest cottage, is permitted on any site.  The maximum size of the 
main dwelling on a conforming lot is 6,000 square feet. 
 
R-1 Single Family Residence District 
 
The R-1 district is intended for single family residential use.  Typically, only one unit is 
allowed per R-1 lot although, under certain conditions, accessory or second dwelling units 
may be allowed in addition to the primary unit.  Generally the minimum lot size for the R-1 
district is 6,000 square feet.  However, there are certain areas of the City where the 
minimum lot sizes historically have been larger than 6,000 square feet and these larger lot 
sizes are being maintained through the Zoning Ordinance by specific R-1 zone combining 
districts. 
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Illustration #21: R-1 Districts and Minimum Site Areas 

 
Type of R-1 District Minimum Site Area 
 
R-1 General 6,000 Square Feet (557 square meters) 
R-1 (650) 7,000 Square Feet (650 square meters) 
R-1 (743) 8,000 Square Feet (743 square meters) 
R-1 (929) 10,000 Square Feet (929 square meters) 
R-1 (1858) 20,000 Square Feet (1,858 square meters) 
 
 
The R-1 District zoning regulations also specify lot coverage maximums (typically a 
maximum of 35% lot coverage is allowed) and Floor Area Ratios (the ratio of the house size 
to the lot size).  Generally, the maximum floor area on a single-family lot is not allowed to 
exceed a floor area ratio of .45 for the first 5,000 square feet of lot area and .30 for any 
portion of lot area in excess of 5,000 square feet.  These lot coverage and FAR limits may 
limit the development of second dwelling units on certain lots.  In addition, there are certain 
height restrictions that may also limit development potential.  "Daylight Plane" restrictions 
that apply are height limitations controlling development on residential properties.  In 
certain areas of the City where there are predominantly single-story "Eichler" homes, there 
may also be limitations on adding second stories to single-story units. 
 
R-2 and RMD Residential Districts 
 
There are two residential districts that allow two units on a site.  The R-2 Two Family 
Residence District allows a second dwelling unit under the same ownership as the initial 
dwelling unit in areas designated for single-family use with regulations that preserve the 
essential character of single-family use.  A minimum site area of 7,500 square feet is 
necessary for two dwelling units in this district. The RMD Two Unit Multiple-Family 
Residence district also allows a second dwelling unit under the same ownership as the initial 
dwelling unit in areas designated for multiple-family uses.  The minimum site area for two 
units is 5,000 square feet and the maximum density in this district is 17 units per acre. 
 
Multiple-Family Density Districts 
 
The Zoning Ordinance provides three categories of multiple-family residential use: low 
density (RM-15), medium density (RM-30) and high density (RM-40).  In the RM-15 
district, the permitted density range is from 6 - 15 units per acre.  The updated Housing 
Element (Program H-5) proposes that the density floor be reevaluated through the Zoning 
Ordinance Update process to determine if a higher density floor of 8 units per acre is 
appropriate.  The minimum site area is 8,500 square feet and there are setback, floor area 
ratio, lot coverage and height limitations also.  The RM-30 district allows a range of 16 - 30 
units per acre while the RM-40 allows a range of 31 – 40 units per acre.  All of these 
districts have minimum site areas, height limitations, lot coverage and floor area ratios.  In 
addition, all of the multiple-family zones have open space and BMR (“Below Market Rate”) 
requirements.  Further discussion of BMR requirements is included later in this chapter. 
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PC Planned Community District 
 
In addition to the specific residential districts noted above, there is also the “Planned 
Community District” that is intended to accommodate developments for residential, 
commercial, professional or other activities, including a combination of uses.  It allows for 
flexibility under controlled conditions not attainable under other zone districts.  The Planned 
Community District is particularly intended for unified, comprehensively planned 
developments that are of substantial public benefit.  A constraint to the PC zone related to 
housing is a requirement for a finding of public benefit.  In a high cost area such as Palo 
Alto, additional public benefits discourages residential PC zone proposals.  The 1998-2003 
Housing Element in Program H-7, called for the development of a Planned Development 
Zone similar to the PC zone, but without the public benefit finding.  This program has not 
yet been implemented but it will be addressed in the City’s current Zoning Ordinance 
Update. 
 
New Residential and Mixed Use Zoning Districts 
 
Three land use designations in the Comprehensive Plan, Transit-oriented Residential, 
Village Residential, and Mixed Use do not yet have corresponding Zoning Districts that 
would fully implement them.  Program H-5 of the updated Housing Element calls for the 
creation of zoning districts that would allow lands with these designations to be developed 
at the maximum densities described in the Comprehensive Plan as well as require a 
minimum level of residential development.  Sites with these designations will be 
increasingly important for the City’s housing supply and the goals of the Comprehensive 
Plan that support transit use and that seek to create a more pedestrian friendly and less auto-
oriented environment. 
 
Residential Uses in Commercial Districts 
 
All of the City’s Zoning Districts allow for residential development.  In the 1970s and 
1980s, several mixed use projects were developed in the commercial zones that included 
significant numbers of residential units.  However, during the late 1980s and 1990s, 
financing of mixed use projects became more difficult and the City has seen a decline in 
mixed use proposals.  In addition, the zoning ordinance requirement for Site and Design 
review of mixed use projects and a requirement that the more restrictive zoning requirement 
of either the commercial or residential zone apply  have resulted in a constraint on the 
production of housing units in commercial zones.  The 1998-2003 Housing Element called 
for the elimination of the requirement for site and design review of mixed use projects.  
Other programs were also adopted with the 1998-2003 Housing Element that were intended 
to encourage mixed use projects and to implement a review of the mixed use requirements 
with the intent of simplifying the zoning requirements and adding incentives that will 
encourage further residential and mixed use development in the commercial zones.  None of 
these programs have yet been implemented and, therefore, they are carried over to the 
updated Housing Element, which proposes further changes in the Comprehensive Plan and 
Zoning Ordinance to facilitate the development of residential and mixed uses in non-
residential zoned areas. 
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Site Development Regulations 
 
In certain instances, the City’s site development regulations can be viewed as constraints to 
the development of housing.  The City recognizes that its residential neighborhoods are 
distinctive and wants to preserve and enhance their special features.  Since Palo Alto is 
basically a “built-out” community, most new single-family residential development is going 
to occur in existing neighborhoods through either infill lots or demolition/remodeling of 
existing structures.  Therefore, the regulations guiding development are intended to ensure 
that much of what Palo Alto cherishes in its residential areas, such as open space areas, 
attractive streetscapes with mature landscaping and variety in architectural styles, is 
preserved and protected. 
 
The typical development standards for Palo Alto’s residential zoning districts are 
summarized in the illustration below. 
 
 

Illustration #22: Existing Residential Development Standards 
 

Zoning 
District 

Max. Lot 
Coverage 

Floor 
Area 
Ratio 
(FAR) 

Max. 
Height 
Limit 
(Feet) 

Required 
Parking 

Required 
Open Space 
(Sq. Ft.) 

Density 
Range 
(DU/AC) 

Avg. Dwelling 
Size at Max. 
Density (Sq. 
Ft.) 

R-1 0.35 0.45 30 2 spaces; 1 
covered 

N/A 0-7 2,500+ 

R-2 0.35 0.45 30 1.5 spaces 
per unit; 1 
covered 

N/A 0-11 1,500+ 

RMD 0.40 0.50 35 1.5 spaces 
per unit; 1 
covered 

450 per unit 0-17 1,100+ 

RM-15 0.35 0.50 30 1.25-2.00 
spaces per 
unit; 1 
covered 

50-100 per 
unit; 0.35 of 
site 

6-15 1,250+ 

RM-30 0.40 0.60-
0.75 

35 1.25-2.00 
spaces per 
unit; 1 
covered 

50-100 per 
unit; 0.30 of 
site 

16-30 900+ 

RM-40 0.45 1.0 40 1.25-2.00 
spaces per 
unit; 1 
covered 

50-100 per 
unit; 0.20 of 
site 

31-40 900+ 
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The development standards described above indicate that the maximum densities allowed by 
each residential zoning district can readily be achieved and can produce units of a 
reasonable size.  Lot coverage, FAR and height standards increase as densities increase to 
accommodate the maximum density allowed by each district.  Open space standards are 
concomitantly reduced to accommodate these increasing densities but still allow for 
adequate private and communal open space.  Parking standards are governed by the number 
of bedrooms in the case of multifamily residential development and are directly related to 
the number of people of driving age expected in these units.  All residential development 



standards in Palo Alto are comparable with development standards in other Bay Area 
communities, including lower cost communities such as San Jose.  Given this, it appears that 
Palo Alto’s residential development standards are reasonable and do not significantly add to 
the cost of residential units in the City when compared to the high costs associated with the 
purchase of land, labor and construction materials. 
 
Several site development regulations, however, are recognized in the Goals, Policies and 
Programs of this Housing Element as needing assessment and possible revision to reduce the 
constraints on developing housing.  Currently, the City does not have a zoning district that 
permits the development of single-family detached units on lots of less than 6,000 square 
feet.  Program H-6 (now Program H-11) of the previous Housing Element called for 
amending the zoning regulations to permit residential lots of less than 6,000 square feet 
where appropriate.  The proposed Planned Development zone would allow for small lot 
developments.  Program H-7 (now Program H-12) called for modifying parking 
requirements to allow higher densities of housing in areas where jobs, services, shared 
parking and transit will reduce the need for parking.  These programs have not yet been 
implemented but they have been carried over into this Housing Element and will be 
addressed as part of the Zoning Ordinance Update.  Program H-5 of the updated Housing 
Element call for allowing increased density within commercial and industrial areas, near 
transit centers, and in other appropriate areas.  Program H-2 of the 1998-2003 and this 
Housing Element, as well as other programs, calls for considering minimum density 
requirements which could result in more housing, as well as more affordable housing.  
Programs H-7 and H-8 call for changing development standards to encourage the production 
of second units which could also result in more affordable housing.  Program H-6 calls for 
the use of “form codes” of diverse housing types, including smaller more affordable units.  
Form codes would allow, essentially, the creation of performance standards that would 
indicate the type of housing the City would desire in a particular area but would not require 
strict conformance to explict numeric standards.  This should make it easier for housing 
projects of all types to be accommodated on the smaller more difficult to develop parcels in 
Palo Alto and easier for higher density residential or mixed use projects to be built on 
underdeveloped or reuse sites. 
 
Constraints on Housing for the Disabled 
 
The Disabled Households section of this document (page 18) describes the housing needs of 
disabled households and what the City is doing to assist these households.  This section will 
describe any potential or actual regulatory constraints, if any, on providing housing for the 
disabled in Palo Alto.  Currently the City strictly enforces the federal Americans with 
Disabilities Act (ADA) and state requirements to ensure that minimum housing access 
requirements are met.  The City also enforces disabled parking standards described in its 
Zoning Code for all land uses.  The City is not aware of any significant constraints to the 
provision of affordable housing for the disabled in its Zoning Code or other regulatory 
provisions and has been able to allow, on an ad hoc basis, regulatory changes necessary to 
accommodate the needs of disabled households as required by State law.  However, given 
the recent adoption of Senate Bill SB520, which seeks to eliminate any discriminatory 
obstacles to providing housing for the disabled and other special housing needs groups, 
Program 64 of the updated Housing Element calls for a thorough review of the Zoning Code 
and other pertinent development regulations during the 2002-2004 Zoning Code update to 
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identify and correct any discriminatory obstacles.  In addition, this new program calls for 
written procedures describing how Palo Alto will allow for the reasonable accommodation 
of households with special housing needs, including the disabled.  Currently, the City 
addresses reasonable accommodation requests on an ad hoc basis and needs a more formal 
process.  The City, on an ad hoc basis, does allow for fee waivers for housing projects 
serving the disabled as a means of encouraging the production of such housing 
 
 
Summary 
 
Currently, the City's Zoning Ordinance allows a range of residential densities from very low 
density single-family to 40 units per acre multiple-family.  In conformance with 
Comprehensive Plan policy, it will eventually allow maximum densities of 50 units per acre 
for Transit-oriented Residential and similar mixed use developments.  Residential uses are 
also allowed in commercial and industrial districts as well as planned developments within 
the "Planned Community” District.  While certain requirements within the Zoning 
Ordinance (floor area ratios, height limitations, etc.) may be viewed as constraints to 
development, the City has adopted these requirements as a means of ensuring that 1) the 
distinctive residential qualities of the existing neighborhoods are preserved and, 2) new 
development reflects a certain level of quality that is individual and yet blends in with Palo 
Alto's community character.  Moreover, through the adoption of the policies and programs 
in this Housing Element, the City is seeking to reduce these constraints.  Further, the 
updated Housing Element calls for density increases and modified development standards 
that would more easily allow development to occur at the higher end of the density range 
while still preserving community character.  All of these efforts will be addressed in the 
Zoning Ordinance Update. 
 
2. Local Processing and Permit Procedures 
 
There are various levels of review and processing of residential development applications, 
depending on the size and complexity of the development.  For example, single-family use 
applications that require a variance or home improvement exception can be handled by the 
Director of Planning.  More complicated applications, such as subdivision applications or 
rezoning, require review and approval by the Planning Commission and City Council and, in 
some instances, the City's Architectural Review Board. 
 
Residential Development applications that fall under the responsibility of the Director of 
Planning are usually processed and a hearing held within 6-8 weeks of the application 
submittal date.  This includes review by the Architectural Review Board, which is required 
for all residential projects except singly-developed single-family houses and duplexes.  
Rezonings and minor subdivision applications typically have a longer time frame since they 
must be heard before both the Planning Commission and the City Council. Generally, an 
application will be heard by the Planning Commission 7-10 weeks after application 
submittal.  Local ordinance requires the City Council to consider the Planning Commission 
recommendations within 30 days; therefore, there would be a maximum of 30 more days 
after the Planning Commission hearing for the City Council's action on the application.  If 
the application is for a major Site and Design or Planned Community rezoning, then the 
Architectural Review Board will conduct a hearing after the Planning Commission Hearing 
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and this could affect the time frame.  Further, all of the time frames referenced above 
assume that all environmental assessment and/or studies have been completed for the 
development.  Additional time will be required if there are any environmental issues that 
need to be studied or resolved as a result of the environmental assessment.  These permit 
processing timelines are comparable to other jurisdictions in the Bay Area. 
 
Architectural Review Board (ARB) approval is required for all residential projects except 
singly-developed single-family homes and duplexes.  The ARB sets certain standards of 
design in order to keep the high quality of housing in Palo Alto.  This includes a preference 
for naturally weathering materials, and "genuine" materials such as true clay tiles.  The ARB 
process may add time and may result in requiring a higher level of design, materials and 
construction, which can be a constraint to the development of housing; however, the level of 
review and the upgrade in materials has the long term benefit of lower maintenance and 
higher retention of property values.  Moreover, the construction of thoughtful and 
well-designed multi-family housing has sustained community support for higher density 
projects and has resulted in community support for residential projects at all income levels.  
The preferences on materials are sometimes waived for affordable housing projects. 
 
In an effort to make the design review process in Palo Alto more efficient and predictable, 
the City has developed design guidelines for key areas of the City and preliminary review 
processes for major development projects.  The design guidelines cover sensitive areas of 
the City and include the El Camino Real area (where most of the new multifamily housing 
in Palo Alto is expected to locate), the Downtown, the Baylands, and the South of Forest 
Avenue (SOFA) area.  These guidelines describe the design issues and neighborhood 
sensitivities each development project in these areas must address and the types of designs 
and design elements that would be acceptable in these areas and, thus, ensure that new 
projects are compatible with existing neighborhoods while also creating and maintaining a 
desirable living and working environment. 
 
The City has established two preliminary review processes for significant development 
projects to assist developers in identifying critical issues to be addressed and potential 
design problems to be resolved prior to filing a formal application.  A small fee is charged 
for this optional service but these processes can save a great deal of time by proactively 
addressing issues that could delay construction of a project, which, ultimately, is the greatest 
contributor to increasing project development costs.  The Preliminary Architectural Review 
process allows the City’s Architectural Review Board (ARB) to review potential projects or 
project concepts and give useful direction during the initial or formative design steps of the 
project.  Planning staff also reviews the project to ensure compliance with Zoning Code 
requirements and other pertinent design guidelines and planning policies.  The preliminary 
process also provides other City departments with an opportunity to comment on the 
proposed project and identify concerns and requirements the project must address. 
 
The Development Project Preliminary Review process maximizes opportunities for 
developers and the City to discuss a major development project and allows the City Council 
to review, comment and provide initial direction regarding the nature and design of the 
project before it is filed.  The project issues covered include potential environmental 
problems and major policy issues in addition to the design issues covered in the Preliminary 
Architectural Review process.  Planning staff and other City department staff also review 
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the project for compliance with all pertinent City codes and guidelines.  Both of these 
processes give the developer valuable information that will prevent costly project redesigns 
and other potential delays that could significantly increase the cost of a project. 
 
Since processing delays can significantly increase the cost of a housing basis, the City does, 
on an ad hoc basis, provide for preferential or priority processing for affordable housing 
projects.  The 1999-2006 version of the Housing Element formalizes preferential or priority 
processing for affordable housing projects. 
 
In regard to codes and enforcement, the City has adopted the Uniform Building Code 
(UBC), published by the International Conference of Building Officials, which establishes 
minimum construction standards. Although a locality may impose more stringent standards, 
it cannot adopt any that are less restrictive than those of the UBC.  Thus, the City cannot 
modify the basic UBC requirements.  The City also administers certain State and Federal 
mandated standards in regards to energy conservation and accessibility for disabled 
households.  In reviewing these standards, certain requirements especially in regard to 
handicapped accessibility may be viewed as a constraint to housing production.  The City 
has no direct control over these types of requirements other than working with local 
legislators on a federal and state level to modify and make the requirement more realistic. 
 
The City's development fee structure does not appear to be a significant impediment to 
residential development.  Residential developments are charged fees according to the value 
of the project for building, planning and fire review.  For infill and individual single-family 
development, the Public Works fees are minimal and estimated to be less than $500 per unit.  
For a residential subdivision, the most significant Public Works fee would be the fee for a 
Street Work Permit, which is 5% of the value of the street improvements.  The City's Utility 
Department does charge for sewer and water hook-ups. 
 
The following illustration provides fee estimates for prototype projects that could be built in 
Palo Alto.  The fee estimates for multifamily units are based on a one acre site being 
developed with a 30 unit project, each unit about 900 square feet in area and served with a 
one car, 200 square foot carport.  The single-family project assumes seven units are built on 
a one acre site, each unit with 2,000 square feet of living area and a 400 square foot two car 
garage. This illustration indicates what impact Palo Alto fees might have on a reasonably 
typical residential project, but does not account for unusual circumstances such as the need 
for a variance. 
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Illustration #23: Estimated Fees for Residential Projects 

 
Type of Fee Estimated Fee per Unit 

for a Multi-family Project 
Estimated Fee per Unit 

for a Single-Family 
Project 

Planning   
Preliminary Review $23 $96
Arch. Review Board 
Review 

$61 $360

Environmental 
Review (Neg. Dec.) 

$100 $429

Subdivision 
(Tentative and Final 
Map) 

$221 $945

Zone Change $167 $715
Public Notices $4 $17

Subtotal $576 $2,576
Building, Fire, & Public 
Works 

Permit $1,000 $1,700
Building Plan Check $750 $1,275
Zoning Plan Check $250 $425
Fire Plan Check $450 $765
Public Works $17 $71
Mechanical, 
Plumbing and 
Electrical 

$273 $507

Subtotal $2,740 $4,743
Utilities (New 
Connections) 

Gas Service $100 $2,056
Sewer Service $145 $3,900
Water Service $230 $2,694

Subtotal $475 $8,650
Infrastructure 

Parks $5,210* $7,960
Community Center $1,250* $1,900
Libraries $470* $720

Subtotal $6,930* $10,580
Grand Total $10,721 $26,549
 
*For projects with units less than 900 square feet, the Parks Fee is $2,634, the Community 
Center Fee is $630 and the Libraries Fee is $236 for a total of $3,500. 
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The fees for parks, community centers, and libraries that add $10,580 to the price of a 
single-family dwelling and $6,930 to the price of a multifamily dwelling were recently 
adopted this year (2002).  These new fees are likely to increase the cost of a median priced 
single-family dwelling by about 1% and increase the cost of a median priced multifamily 
dwelling by about 1.3%.  Combined with additional planning, building and other fees the 
City charges, Palo Alto’s fee structure adds about 2.6% to the cost of a median priced 
single-family dwelling and about 2% to the cost of a median priced multifamily dwelling.  
These increased costs are not signficant when compared to the cost of land, labor and 
materials in Palo Alto but they could impact affordable housing projects with limited 
budgets.  Due to this factor, the City has exempted all 100% affordable housing projects 
from the new parks, community centers, and libraries fees and will exempt all affordable 
housing units (including all BMR units) from these infrastructure fees under the new 
programs of the updated Housing Element.  It should also be noted that Palo Alto’s fee 
schedule is less costly for multifamily units than single-family units, which provides some 
incentive for the increased production of multi-family units.  In addition, the fee schedule 
reduces the fees for multifamily units of less than 900 square feet to $3,500, approximately 
50% less than the larger units.  This provides an incentive for development of smaller, less 
expensive units.   
 
Palo Alto’s building and planning permit processing fees are comparable to similar fees 
charged by other jurisdictions in the Bay Area.  It should be noted, however, that these fees 
are designed only to cover the cost the City incurs to process these development applications 
and provide the support services needed by City staff.  The City currently allows the waiver 
of existing fees for very low- and low-income housing projects when appropriate.  The 
updated Housing Element proposes under Programs H-21 and H-22 that affordable housing 
projects be exempt from infrastructure impact fees and, where appropriate, waive the 
imposition of development fees. 
 
Other public service districts of course may charge fees that are outside of the control of the 
City.  The most significant of these fees in Palo Alto are school impact fees.  The Palo Alto 
Unified School District adopted a fee schedule in 2000 that specifies a fee of $2.05 per 
square foot for residential units. 
 
3. Below Market Rate (BMR) Program 
 
The City's BMR Program has been in existence since 1974 and has produced 152 for-sale 
residential units and 101 rental units by 2001.  The program was initiated to fill a gap in 
affordable housing between households making above moderate-income, who it was felt 
could afford their own housing, and low-income households, who could be assisted by other 
state and federal programs.  The program has built-in provisions that result in the units in the 
program being more affordable over time when compared to market rate units and median 
income, owner households. 
 
The BMR Program could be considered a constraint to the production of housing, however, 
in high cost cities such as Palo Alto, this type of program is necessary to augment the 
production of moderate cost housing.  The BMR program has several options for the 
developer and allows for the developer to recoup the direct construction and financing costs 
of the unit excluding land, marketing, offsite improvements and profit. The City requires 
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that BMR units be included in all residential projects of five or more units, and the units be 
mixed throughout a project.  The result is a diversity of income within housing 
developments throughout the City. 
 
Although Palo Alto’s current BMR Program has endeavored to increase the supply of 
affordable housing, it has managed to create only about 7.5 units a year of affordable 
housing, which is clearly not sufficient to meet the City’s need for affordable housing.  To 
increase the supply of affordable housing, the updated Housing Element proposes that the 
BMR requirement for affordable housing be increased from 10% to 15% for projects of  less 
than 5 acres.  The BMR requirement for projects on five or more acres is proposed to be 
increased from 15% to 20%.  The cost to developers of these increases will be offset by 
allowing the BMR ownership requirement to be satisfied by providing housing affordable to 
those households earning up to 120% of the County median income in a third of the units 
rather than the current limitation of providing ownership housing affordable to only those 
households earning 100% or less of County median income. 
 
4. Land Availability 
 
The greatest housing constraint facing Palo Alto is the very limited supply of land available 
for residential use.  Palo Alto is basically a "built-out" community. The lack of vacant land, 
however, has resulted in an effort to "recycle" land parcels with commercial or industrial 
zoning that are vacant or have other land uses that are economically marginal.  The City's 
long-term policy to discourage the rezoning of residential land to commercial use, while 
encouraging the rezoning of commercial lands for residential use, has resulted in 46 sites 
being rezoned from commercial to residential since 1978.  During the same time period, 
only 10 sites have been changed from residential to commercial.  This policy of limiting 
conversion of residential land is strengthened in the updated Housing Element. 
 
Given the dearth of vacant, residentially zoned land available, Palo Alto must identify and 
rezone underutilized residential and non-residential lands sufficient to meet its unmet 
housing needs.  These lands could be rezoned to allow solely residential use or to allow 
mixed uses that require a minimum level of residential development rather than solely 
commercial or industrial use.  During the preparation of this Housing Element, City staff 
began the Housing Opportunities Study, which included a series of field investigations and 
the collection of other information to identify those sites most suitable for residential use or 
conversion to residential use.  Staff focused primarily on existing commercial or industrial 
lands that appeared to be underutilized, or that were nearing the end of their economic life, 
where market forces are likely to promote a change in use in the near future.  Some of these 
sites were more promising than others and should be given priority in the City’s efforts to 
convert non-residential sites to residential use.  To this end, the City has established a list, or 
inventory, of sites suitable for the production of housing during the 1999-2006 time frame of 
this Housing Element.  The range of units expected from the Inventory is illustrated below.  
(The Housing Sites Inventory is described in detail in Appendix E.) 
 
The Inventory consists primarily of sites already zoned for residential use (either 
conventional residential or Planned Community zones) or sites that have combined 
residential and non-residential zonings that can be relatively easy to convert to residential 
use in terms of policy or practical reasons.  For example, all of the sites contained in the 
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Inventory would not require changes in the Comprehensive Plan to allow residential use.  
However, several of the sites may require rezoning or partial rezoning to achieve the desired 
dwelling unit yields.  A few of the sites are vacant but most are occupied by uses or 
buildings that are older or underutilized and are likely to be reused with higher value 
residential or mixed use within the next five years.  It is expected that most of these sites 
would be rezoned and converted to solely residential use but mixed use projects would not 
be prohibited as long as a minimum amount of residential development was part of the mix.  
These sites could generate at least 818 units using just the lower end of the density ranges 
allowed on these sites. 
 
In addition to the Housing Sites Inventory, a list of other sites (see Appendix F) that may be 
considered suitable for future residential use is also provided.  This second list consists of 
sites that are typically zoned for commercial or industrial use and are currently occupied by 
non-residential uses.  It also includes publicly owned properties, such as parking lots, which 
could accommodate residential use.  As in the Inventory, these sites could be considered 
underutilized or nearing the end of their expected economic life.  These sites are likely to 
have more or higher valued improvements than the Inventory sites which will make them 
more costly to purchase and redevelop, but this may be offset by limiting new development 
to the parking lot or storage areas of these sites.  These sites may also face environmental or 
other obstacles to their conversion to residential use but these obstacles are not 
insurmountable.  Preparing these sites for residential or commercial use may also take more 
time, but most of these sites are located in areas with good access to transit or transportation 
facilities, are adequately provided with urban services, and are near retail and service uses 
that could support their redevelopment to residential or mixed use.  More of these sites 
might be rezoned or used for mixed use development than the sites in the Inventory.  Some 
of these sites may require amendments to the Comprehensive Plan for development of 
higher density housing or mixed use development.  Modifications to the Zoning Ordinance 
may also be required, such as new, more flexible development standards for commercial 
zoning districts that would allow more substantial combined residential and retail 
commercial development or require other policy changes, such as encouraging the use of air 
rights. 
 
The second list may act as a reserve of potential land suitable for residential development 
which may not be needed during the 1999-2006 time frame of this Housing Element but 
could be made available if the sites in the Inventory prove to be unavailable for housing.  
The Housing Opportunities Study is an ongoing effort and may add more sites to this list 
over the life of this Housing Element. 
 
The Inventory provides more than sufficient housing opportunities for Palo Alto to meet the 
unmet portion (610 units) of its fair share of the region’s housing needs as described in 
Chapter 5.  The City is committed under Housing Program H-14 to rezone enough of the 
lands in the Inventory to meet this need by 2004.  This should allow sufficient time for 
developers to acquire land, receive permit approvals and build the housing needed in Palo 
Alto prior to June 2006. 
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Illustration #24: Housing Sites Inventory 

 
 

Site 
No. 

Site Address Description Existing 
Zoning 

Proposed 
Zoning 

Site 
Size in 
Acres 

Minimum 
Dwelling 
Unit Yield * 

5-01 Bryant, Channing & 
Ramona 

Oak Court  
(SOFA 
affordable 
housing) 

AMF 
 

AMF 1.23 53 

5-06 800 High St. Peninsula 
Creamery site 

CD-S(P) PC pending 
(61 units 
requested) 

0.96 26 

5-21 657-663 Alma St. (north 
corner of Alma St. and 
Forest Ave.) 

Former Craft 
and Floral 
building 

CD-C(P) 
CD-S(P) 

Mixed Use 0.48 10 

5-28 33, 39 & 45 Encina Ave. 
near El Camino Real 

Proposed 
Opportunity 
Center 

CS PC pending 
(90 units 
requested) 

0.43 90 

5-30 841 Alma St. Power 
substation 

PF TBD 0.36 10 

5-31 901-925 High St. Auto storage 
and parking 

CD-S(P) Mixed Use 
(Application 
pending for 
12 units) 

0.46 10 

8-06 2650 Birch St. at 
Sheridan Ave. 

2 vacant lots 
and 4 houses 

RM-40 RM-40 0.57 15 

8-09(a) 2701 El Camino Real Former 
Greenworld 
Nursery 

RM-40, CN RM-40 or 
Mixed Use 

0.98 30 

8-09(b) 2755 El Camino Real VTA Park & 
Ride Lot 

PF RM-40 0.48 15 

8-11 E. side Sheridan Ave. 
btwn. SPRR and Park 
Blvd. 

Underutilized 
industrial 
bldgs.; portion 
of Page Mill 
Rd. r.o.w. 

GM(B) RM-40 3.92 120 

10-02 901 San Antonio Rd. Former Sun 
Microsystems/ 
Future JCC 

GM Mixed Use 
 

12.92 
(portion) 

200 

12-01 4102 El Camino Real at 
Vista 

Former 
Blockbusters 

RM-30 RM-30 0.65 9 

12-06 4219 El Camino Real Hyatt Rickey’s 
Hotel 
 

CS(H) CS(H) 
(Application 
pending for 
302 units) 

15.98 
(portion) 

120 

12-07 4249 El Camino Real Elk’s Lodge RM-30,  
RM-15, R-1 

RM-30, 
RM-15, R-1 

8.08 97 

12-09 4146 El Camino Real Vacant RM-15 RM-15 0.77 5 
12-11 3445 Alma St. Alma Plaza PC PC pending 

(10 units 
requested) 

4.21 
(portion) 

8 

Total      818 
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New state legislation (AB2292) requires compensating changes in the inventory if fewer units are permitted on a 
site.  A larger number of units may be approved on any site when consistent with the Comprehensive Plan, 
zoning and state law.  

The City’s Housing Sites Inventory has identified sufficient land suitable for residential 
development to meet its 1999-2006 housing needs but its efforts to find sites suitable for 
housing will not end there.  Palo Alto intends to continue to implement its Housing 
Opportunities Study (HOS) (see Program H-13) by  identifying sites that may be available 
through redevelopment for housing or mixed uses; those sites should supplement the 
Housing Sites Inventory.  Conversely, further investigation of sites on the list identifying 
potential longer term housing sites may find that some of these sites are unsuitable for 
residential development.  The HOS should be considered an ongoing process for Palo Alto 
since new housing opportunities may arise and the City will need to be flexible to take 
advantage of these opportunities.  The City must also continue to look for suitable, new 
housing sites beyond the 2006 limit of this Housing Element. 
 
Information in Chapter 5 of this document summarizes the number of new residential units 
needed to meet Palo Alto's estimated fair share of the region’s housing needs.  As page 44 
indicates, Palo Alto's share of the region’s housing need is 1,397 units for the 1999-2006 
time frame. 
 
The 1,397 unit estimate is sub-categorized into units needed by household income level.  As 
indicated in Chapter 5 on page 44 of this document, Palo Alto has already made substantial 
progress in meeting its housing needs.  The following describes the remaining housing need 
estimates for Palo Alto by household income level after accounting for the number of 
housing units built or approved for construction between 1999 and the end of 2000 (see 
Appendix D). 
 

Illustration#25: Unmet Housing Need by Household Income, 1999-2006 
 

 241 Units Very Low-Income Need (0-50% of Median) 
   50 Units Low-Income Need (51-80% of Median) 
 319 Units Moderate-Income Need (81-120% of Median) 
     0 Units Above Moderate-Income Need (120%+ of Median) 
            610 Units TOTAL UNMET NEED 

 
Although Palo Alto has already provided more than enough housing to meet the needs of the 
above moderate-income households it is expected to generate, it has considerably more to do 
to meet the needs of the very low-, low-, and moderate-income households seeking to live in 
the City.  As indicated in the table above, the City must have sufficient land to accommodate 
610 units of affordable housing.  The extremely high housing costs of Palo Alto will make it 
difficult for the City to achieve this goal.  In Chapter 3 of this document, we found that the 
City’s most affordable housing is multiple-family rental housing.  Palo Alto needs to 
substantially increase the opportunities for this type of housing if it is to meet this need. 
 
To create more affordable housing opportunities, ABAG’s Blueprint 2001: Housing 
Element Ideas and Solutions (pages 3-10) suggests that Medium Density Residential 
zoning designations should allow at least 18 dwelling units per acre and High Density 
Residential zoning designations should allow at least 30 units to the acre.  These density 
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targets are roughly equivalent to Palo Alto’s RM-30 Medium Density Multiple-Family 
Residence District (16-30 dwelling units per acre) and the RM-40 High Density Multiple-
Family Residence District (up to 40 dwelling units per acre).  The Housing Sites Inventory 
discussed above focuses primarily on those sites that can accommodate RM-30, RM-40 or 
higher density residential or mixed use development to meet the City’s affordable housing 
needs.  This inventory, with its suggested zoning changes, indicate that Palo Alto will have 
more than enough land to provide the opportunities necessary to build housing for 610 very 
low- to moderate-income households.  In fact, the development potential of the Housing 
Sites Inventory at the lower end of the potential dwelling unit yield is about 818 units or 
about 42% more than would be necessary to accommodate the unmet need of 610 units.  
This exceeds HCD’s suggested strategy of “overzoning” lands for residential use by at least 
20% above the minimum amount needed to meet a jurisdiction’s share of the region’s 
housing needs.  It should be noted that most of the sites on the Inventory are currently 
zoned, or will be zoned, to support density ranges to provide the maximum potential for the 
construction of affordable housing in Palo Alto. 
 
The City takes its commitment to encourage the construction of affordable housing very 
seriously.  In recent years, Palo Alto has had some success in assisting in the building, and 
not just planning for, affordable housing.  During the late 1990s, the 107 unit Alma Place 
SRO (very low-income housing), the 24 unit Page Mill Court (developmentally disabled, 
very low-income housing), and 159 low-income rental units of the Stanford West Project 
(currently under construction) were all built, or being built, in Palo Alto.  The City has 
established and is proposing as part of this Housing Element, numerous policies and 
programs to encourage the additional development of housing, particularly housing 
affordable to very low-, low- and moderate-income households.  These include allowing for 
increased densities near transit; consideration of increasing minimum densities; zoning 
incentives for smaller, more affordable housing; evaluation of second dwelling unit 
regulations to encourage the creation of more units; revised regulations to allow residential 
lots of less than 6,000 square feet and modifications to reduce parking requirements when 
affordable housing is located near jobs, services and transit. 
 
The City will do what it can to encourage the construction of higher density, affordable 
residential projects.  However, since the City of Palo Alto does not itself build housing, the 
City cannot guarantee that providing the necessary housing opportunities means that the 
required housing will be built.  Even with the strong commitment of the City to provide 
affordable housing, it will be difficult for Palo Alto to provide many more units for very 
low- and low-income households.  The primary reasons are a lack of available low cost land 
and the limited availability of subsidy funds.  The City will continue to use public and 
private resources to make a good-faith effort to provide as many units as it can in meeting its 
fair share of the region’s housing need as well as the City's own commitment to provide 
housing for all income groups and a diversity of housing throughout the City. 
 
5. Infrastructure 
 
The City of Palo Alto is an older and well-established community in terms of infrastructure.  
The City owns and manages its utilities, including water and electrical.  According to staff 
from the City Public Works Department, there are no significant infrastructure constraints 
that would affect anticipated residential development.  The City's wastewater and water 
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systems both have sufficient capacity to serve expected residential growth, although some 
local service lines need expansion or extension.  On-going maintenance and repair of 
existing storm drainage, water, and wastewater improvements are identified as part of the 
City's Capital Improvement Plan (CIP).  Needed repairs are prioritized in the CIP and 
projected over a multi-year period. 
 
While there appear to be no significant infrastructure constraints on a citywide basis, there 
may be constraints on a site-by-site basis depending on the site's proximity to existing utility 
and service lines and whether there would be a need to provide additional connections or 
upgrades to those lines.  These types of improvements would typically be the responsibility 
of the property owner/developer. 
 
6. Environmental 
 
There are some areas in the City that have specific environmental areas of concern.  There 
are several sites on the poterntial longer term housing sites list in the foothill area of the City 
that are within a specific earthquake fault zone area.  These sites require in-depth soils 
reports and peer review as part of their development approval process.  Moreover, the entire 
City is subject to moderate to severe earth movement during a seismic event. 
 
According to the City Public Works Department staff, approximately 25-30% of the City is 
within the flood hazard zone.  Structures within this zone must meet certain building 
requirements when expanding or improving the property if the improvement is greater than 
50% of the value of the property.  Some areas of the City have isolated cases of pollution of 
the soil and groundwater that may require clean-up, and the close proximity of groundwater 
to the surface may limit excavation and require additional foundation stabilization. 
 
Finally, many available sites are limited by noise constraints from vehicular traffic and 
railroad trains.  Sound walls or additional noise barriers may be required to reduce noise to 
acceptable levels for residential use.  These requirements could be viewed as constraints in 
that they increase the cost and may prohibit owners from undertaking improvements.  The 
City, however, has limited control over these requirements since they are primarily 
regulated by state and federal agencies. 
 
Market Constraints 
 
There are a number of costs involved in the development of housing.  These include land 
and construction costs, sales and marketing, financing and profit.  Because these costs are so 
"market sensitive, " it is difficult for a local government to reduce them in any way.”  Listed 
below are some of the more significant market related issues. 
 
1. Financing Costs 
 
Financing costs are primarily dependent on national economic trends and policy decisions.  
At the time this Housing Element was prepared (2001- 2002), fixed mortgage rates for 
single-family residential housing varied from 5.75 to 7.25% for a 30 year fixed conforming 
loan as compared to 8.2% in 1997.  This means that financing a home has become somewhat 
easier in the last few years.  Adjustable rate loans were slightly lower than fixed conforming 
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loans, ranging from starting rates of 5.75% up to 7% and with maximum lifetime caps in the 
10.95 - 12% range.  Financing from both mortgage brokers and retail lenders (banks, 
savings and loans) is available in the Palo Alto area.  The availability of financing, then, is 
not a constraint to the purchase of housing in Palo Alto, although financing for development 
of condominiums, rental housing and mixed use projects, can still be difficult to obtain.  
Financing costs for subsidized housing are more difficult, as the competition for the limited 
available funds is very severe. 
 
2. Land and Construction Costs 
 
The actual costs of developing and building housing in Palo Alto could be viewed as a 
constraint to housing, especially affordable housing.  Vacant land is scarce in Palo Alto - 
less than 0.5% of the City's land is vacant and less than 15 acres of vacant land is zoned for 
residential use.  Because of the lack of vacant parcels, it is anticipated that underutilized 
sites or sites zoned for commercial/industrial uses will become more feasible for re-use to 
residential designations.  The City continues to review non-residentially designated areas 
and underutilized sites for potential residential uses and is encouraging the integration of 
residential use into commercial/industrial areas. 
 
The scarcity of vacant land has resulted in increased costs of purchasing any available land.  
Residentially zoned (multiple-family zoning districts) property has more than doubled in 
value since 1996 and can sell for $150-$167 per square foot or more depending on its 
location and development potential.  Individual single-family lots, if available, are typically 
over $900,000 or more in price for a 5,000 to 16,000 square foot lot.  Commercially zoned 
land (outside of the downtown core) may have also doubled in value to over $150 per square 
foot.  Thus, a one acre site could be worth in excess of $6.5 million. 
 
Construction costs in Palo Alto are also expensive but are similar to those of surrounding 
communities.  Discussions with private and non-profit developers and City staff indicate 
that multiple-family residential construction costs can range from approximately $200 per 
square foot to $250 or higher per square foot depending on amenities and the quality of 
construction materials.  It becomes difficult to build housing, particularly affordable 
housing, with this range of construction cost.  For example, using $250 per square foot as an 
estimate, a 1,000 square foot home would cost $250,000 just for construction costs and 
excluding land costs, off-site improvements, processing fees and financing costs.  Even with 
the "economies of scale" of multi-family construction, costs are still high for those units.  
Unfortunately, construction costs are dependent on many factors including labor costs, 
material costs and competition in the market place and are beyond the control of the City.  In 
order to develop housing that is affordable, especially to very low- and low-income 
households, substantial public subsidies are routinely required because of the high cost of 
land and construction. 
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Chapter 7: Review of 1998-2003 Housing Element 
 
 
Background Information 
 
State Housing Element Guidelines require that communities evaluate their previous Housing 
Elements according to the following three criteria: 
 

• Effectiveness of the Element, 
• Progress in Implementation, and 
• Appropriateness of Goals, Objectives and Policies. 

 
The City's most recent Housing Element was amended and adopted in 1998 and covered the 
five-year period of 1998-2003.  In November 1998, the State of California, Department of 
Housing and Community Development, found the Housing Element to be in compliance 
with State Housing Element law.  Therefore, the 1998-2003 Housing Element was the most 
current Housing Element of the City at the time that this 2002 Housing Element Technical 
Document was prepared.  The 1998-2003 version of the Housing Element recognized that it 
would be an interim document, that it was essentially an extension of the 1990 Housing 
Element, and that it would be revised once ABAG prepared a new housing needs 
determination for all jursidictions in the San Francisco Bay Area.  Since the 1998-2003 
Housing Element is being updated in the middle of its designated time frame, many of the 
policies and programs have not been implemented or only partially implemented; therefore, 
the effectiveness of these policies and programs cannot be completely evaluated.  This 
should be kept in mind when considering the progress of the 1998-2003 Housing Element 
presented below. 
 
Policies, Programs and Goals 
 
There were 23 policy statements in the 1998-2003 Housing Element that reflected the City's 
overall goals for addressing housing needs.  Within each policy statement, the Element 
identifies specific housing programs to implement each of the policy statements.  Following 
the outline of the 1998-2003 Housing Element, the following analysis evaluates each of the 
23 policy statements and the programs and objectives quantified for each of the policy 
statements.  This analysis is followed by a table summarizing the City’s progress in 
providing its fair share of the region’s housing need from 1990-1998. 
 

Policy H-1: Meet community and neighborhood needs as the supply of 
housing is increased. 

Palo Alto was able to meet more than half the needs of its very low- (57%) and above 
moderate-income households (53%) but was only able to produce 10% of the housing 
needed for low-income households and 15% for moderate income households.  As 
already shown, the most affordable housing in Palo Alto is multiple-family residential 
development at densities allowed under the RM-30 and RM-40 zoning districts or at 
even higher densities.  The City must increase its efforts to produce affordable housing 
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for very low-, low- and moderate-income households, which means that more of this 
type of multiple-family residential land must be made available during the time frame 
of this Housing Element and that the lands currently planned for multiple-family 
residential, or that allow mixed use, must be developed at or near the high end of their 
allowed density ranges. 
 

Policy H-2: Consider a variety of strategies to increase housing density and 
diversity in appropriate locations. 
 
Program H-1: Allow for increased housing density immediately surrounding 
commercial areas and particularly near transit centers. 
 
Program H-2: Consider enacting minimum density requirements in multiple-
family zones. 
 
Program H-3: Evaluate zoning incentives that encourage the development of 
diverse housing types, including smaller, more affordable units and two- and 
three-bedroom units suitable for families with children. 

 
Program H-4: Evaluate the provisions for second dwelling units in single-family 
areas to determine how additional units might be provided.  

 
Program H-5: Create a Planned Development zone that allows the construction 
of smaller lot single family units and other innovative housing types without the 
requirement for a public benefit finding. 

 
Program H-6: Amend zoning regulations to permit residential lots of less than 
6,000 square feet where smaller lots would be compatible with the surrounding 
neighborhood.  
 
Program H-7: Modify parking requirements to allow higher densities and 
reduced housing costs in areas appropriate for reduced parking requirements. 

 
The Comprehensive Plan has created the Transit-oriented Residential land use designation 
that would allow increased densities near transit stations but this designation has not yet 
been applied to any specific sites.  Other land use designations, such as Mixed Use and 
Village Residential could also be used to increase densities in appropriate areas.  The City 
needs to identify sites where these designations can be applied.  Zoning districts for these 
land use designations also need to be created so they can be implemented.  The Zoning 
Ordinance currently contains minimum density requirements in multiple-family zones but 
these requirements need to be clarified.  This is being pursued in the current Zoning 
Ordinance Update.  Proposed changes to the Zoning Ordinance to increase housing densities 
in conformance with Comprehensive Plan land use designations have not been implemented 
but are currently being studied by the City in the Zoning Ordinance Update, which is 
currently in progress. 
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Policy H-3: Support the designation of vacant or underutilized land for 
housing.  
 

The City continues to support the redesignation of vacant or underutilized land for 
housing but there has been little vacant land available for redesignation over the last 
three years.  As a result, no new vacant lands have been rezoned for housing.  There is 
more of a supply of underutilized land available and the City has used some of this 
land for residential or mixed use residential/commercial development but only in 
relatively small amounts.  The City must increase its efforts to find and convert non-
residential land to residential use as called for in the updated Housing Element. 

 
Policy H-4: Encourage mixed use projects as a means of increasing the 
housing supply while promoting diversity and neighborhood vitality. 

 
Program H-8: Evaluate the effectiveness of existing incentives that encourage 
mixed use and residential development on commercially zoned land and 
determine additional incentives to be provided. 

 
Program H-9: Use coordinated area plans and other tools to develop 
regulations that support the development of housing above and among 
commercial uses. 

 
Program H-10: Encourage the development of housing on parking lots by 
adopting incentives that will lead to housing production while maintaining the 
required parking. 

 
Program H-11: Eliminate the requirement for Site and Design review for mixed 
use projects. 

 
The City allows residential use in all commercial zones and utilizes the site-specific Planned 
Community (PC) zone to encourage mixed use housing projects.  During the preparation of 
the 1998-2003 Housing Element, a review of the mixed use regulations indicated that these 
regulations did not facilitate mixed use development.  The City concluded that a specific 
mixed use zoning district, or at a minimum, revisions to existing zoning standards in the 
commercial and industrial districts that allow mixed uses or housing are needed to allow 
greater development flexibility and to decrease the need for variances and modifications to 
site development regulations.  These revisions would help increase the potential for mixed 
use developments. 
 
The City intends to continue to pursue modifications to the zoning regulations to encourage 
mixed use housing projects and better utilization of available land.  Items to be considered 
include reuse of parking lots, reduced parking requirements and other incentives, horizontal 
mixed use, and greater efforts to work with employers to obtain additional housing 
development.  All of these items are currently being consider under the Zoning Ordinance 
Update and a draft revision of the Zoning Ordinance is expected in 2004. 
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The only coordinated area plan the City is currently engaged in is in the South of Forest 
Area (SOFA) in southern Downtown.  The advisory group working on this plan is in the 
process of reviewing possible land use mixes including high density housing over 
commercial or office use.  The work of this group should be completed in 2003. 
 
Three residential development projects were built over or replaced existing parking lots in 
the early 1990s but none has occurred in the last half of that decade.  The City wants to 
continue to encourage this type of development and is looking for ways to make this type of 
development easier to accomplish.  Also, a few small mixed use projects have occurred in 
the 1990s but this type of development needs to be increased given that most of the City’s 
underutilized lands are in commercial or industrial areas.  A means of encouraging that type 
of development would be to reduce the processing obstacles that developers face.  The 
issues of parking lot development incentives and modifications to the Site and Design 
Review process for mixed use projects are currently being considered in the Zoning 
Ordinance Update.  A draft version of the revised Zoning Ordinance is expected in 2004. 
 

Policy H-5: Discourage the conversion of lands designated as residential to 
non-residential uses, unless there is no net loss of housing potential on a 
community-wide basis. 
 

No residential lands were converted to non-residential use in Palo Alto between 1998 
and 2000.  However, institutional uses, such as churches and schools, are competing 
for the same land as residential uses.  The City needs to reinforce its policies 
discouraging the conversion of residential land, especially multiple-family residential 
land, to protect this very limited resource.  The revised Housing Element includes a 
new program, H-20, that addresses this issue. 

 
Policy H-6: Support the reduction of governmental and regulatory 
constraints to the production of affordable housing. 

 
Program H-12: Where appropriate and feasible, allow waivers of development 
fees as a means of promoting the development of housing affordable to very low- 
and low-income households. 

 

 
The City continues to regularly evaluate its zoning requirements, building codes, fees, and 
development procedures to eliminate barriers to affordable housing.  The fee waiver process 
is currently being developed.  Draft revised Zoning Ordinance standards will be proposed in 
2004. 
 

Policy H-7: Promote the rehabilitation of deteriorating or substandard 
residential properties. 

 
Program H-13: Continue the citywide property maintenance, inspection, and 
enforcement program. 
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Program H-14: Enact development regulations that encourage rehabilitation of 
historic residential buildings, remodeling of older multifamily rental buildings 
and retention of smaller single-family residences. 

 
The City has continued to utilize various public funding sources to assist with the 
rehabilitation and/or acquistion of existing affordable rental housing, including the 
Community Development Block Grant (CDBG) Program, City funds and bond funds.  
Between 1998 and 2000 the City, in cooperation with several non-profit organizations, 
accomplished the following: 
 
• Construction of the 24 unit Page Mill Court which provides permanent, affordable rental 

housing for persons with developmental disabilities and whose incomes are less than 
30% of County median income. 

• Preservation and rehabilitation of the 57 unit Sheridan Apartments which was at-risk of 
converting to market rate housing.  Sheridan Apartments provides subsidized housing 
for seniors and persons with disabilities.  The units were acquired by the Palo Alto 
Housing Corporation with assistance from the City. 

• Preservation and rehabilitation of the 156 unit Palo Alto Gardens Apartments which was 
at-risk of converting to market rate housing.  The Palo Alto Gardens provides subsidized 
housing for seniors and families.  The units were acquired by the Mid-Peninsula 
Housing Coalition with assistance from the City. 

• Rehabilitation of the water system for the 66 unit Arastradero Park Apartments.  New 
water lines were provided for each unit under this project. 

• Re-roofing Building “A” which contains 59 units of the 120 unit Stevenson House 
which provides housing for low-income seniors. 

 
The City is continuing its citywide property maintenance, inspection, and enforcement 
program and provides rehabilitation assistance on an “as needed” basis for units occupied by 
very low- and low-income homeowners.  Revised development regulations that encourage 
rehabilitation of historic residential buildings, remodeling of older multifamily rental 
buildings, and the retention of smaller single family dwellings have not yet been established 
but are being considered under the Zoning Ordinance Update.  Draft revised Zoning 
Ordinance standards will be proposed in 2004. 
 
 
 
 
 

Policy H-8: Maintain the number of multifamily rental housing units in Palo 
Alto at no less than its current level while supporting efforts to increase the 
rental supply. 

 
Program H-15: Continue implementation of the Condominium Conversion 
Ordinance. 

 
Program H-16: Where a proposed subdivision or condominium would cause a 
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loss of rental housing, grant approval only if at least two of the following three 
circumstances exist: 
• The project will produce at least a 100 percent increase in the number of units 

currently on the site and will comply with the City’s Below Market Rate 
(BMR) program (described in Program H-20); and/or  

• The number of rental units to be provided on the site is at least equal to the 
number of existing rental units; and/or  

• No less than 20 percent of the units will comply with the City’s BMR program. 
 
No multifamily units were lost during the 1998-2003 Housing Element timeframe.  As 
indicated by the preservation of the Palo Alto Gardens and the Sheridan Apartments, Palo 
Alto continues to act to preserve its existing supply of affordable multiple-family housing.  
In 1974, the City adopted a Condominium Conversion Ordinance (Chapter 21.40 of the Palo 
Alto Municipal Code), which regulates the conversion of rental apartments condominiums 
for projects containing three or more units.  An application for conversion can be considered 
only if there is a citywide rental vacancy rate that exceeds three percent, or regardless of 
vacancy rate, if: 
 
• One below market rate unit is provided for every two-market rate units to be converted. 
• The tenants of at least two-thirds of the rental units consent to this conversion. 
 
Between 1998-2000, no rental units were converted to ownership units under the provisions 
of this ordinance.  The City intends to continue to regulate the potential conversion of rental 
units by continuing to implement the Condominium Conversion Ordinance. 
 

Policy H-9: Encourage community involvement in the maintenance and 
enhancement of public and private properties and adjacent rights-of-way in 
residential neighborhoods. 
 
Program H-17: Create community volunteer days and park cleanups, plantings, 
or similar events that promote neighborhood enhancement. 

 
Program H-18: Conduct City-sponsored cleanup campaigns for public and 
private properties. 

 
 
The City continues to encourage community involvement in the maintenance of public and 
private properties and adjacent rights-of-way as is evidenced by the exemplary condition of 
buildings and improvements in the vast majority of the City. 
 

Policy H-10: Encourage and foster diverse housing opportunities for very 
low-, low-, and moderate-income households. 
 

Palo Alto continues to encourage diverse housing opportunities for very low-, low- 
and moderate-income households by preserving existing affordable housing, as in the 
case of the Palo Alto Gardens and Sheridan Apartments, and by identifying new sites 
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for multiple-family housing.  However, the City has been restricted in the provision of 
housing opportunities due to the limited amount of land available for multiple-family 
housing.  That is why the updated Housing Element calls for aggressive 
implementation of the Housing Opportunities Study to provide more sites suitable for 
this type of housing in locations that support the goals and policies of the 
Comprehensive Plan, including housing sites that support transit use and the creation 
of pedestrian oriented environments. 

 
Policy H-11: Provide for increased use and support of tenant/landlord 
educational and mediation opportunities. 
 
Program H-19: Implement the “Action Plan” of the City of Palo Alto’s 
Consolidated Plan or its successor documents. 

 
Program H-20: Continue implementation of the City’s “Below Market Rate” 
(BMR) Inclusionary Housing Program that requires at least ten percent of all 
housing units built in for-sale projects of three units or more and rental projects 
of five units or more to be provided at below market rates to very low-, low-, and 
moderate-income households.  

 
Program H-21: Adopt a revised density bonus program that allows the 
construction of up to three additional market rate units for each BMR unit above 
that normally required, up to a maximum zoning increase of 25 percent in 
density.  Allow an equivalent increase in square footage (Floor Area Ratio) for 
projects that meet this requirement. 

 
Program H-22: Recognize the Buena Vista Mobile Home Park as providing 
low-, and moderate-income housing opportunities. 

 
During the last two years of the City’s Consolidated Plan, the City helped to create 131 new 
units of affordable rental housing in the Alma Place and Page Mill Court projects and 
preserved 213 units of affordable rental housing in the Palo Alto Gardens and Sheridan 
Apartments.  The City also contributed funds to help accomplish the following over the life 
of the 1995-2000 Consolidated Plan: 
 
• Construction of the New County Children’s Shelter, a 76,000-sq. ft. facility in San Jose 

designed to serve 3,900 abused and/or neglected children from Santa Clara County. 
• Renovation of the Casa Say Youth Shelter in Mountain View – short-term shelter for 

runaways or at-risk adolescents. 
• Installation of safety improvements for Stevenson House and Lytton Gardens both of 

which are senior residential facilities. 
• Construction of the 250-bed regional homeless reception center in San Jose operated by 

the Emergency Housing Consortium. 
• Acquisition of a shared transitional home (Margarita Street House) for low-income 

veterans in conjunction with the Veterans Workshop. 
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Between 1998 and 2000 the City added 5 new BMR rental units and 7 new BMR ownership 
units under its Below Market Rate program but this level of production is very low 
compared to the City’s need for housing affordable to lower- and moderate-income 
households.  That is why the revised Housing Element calls for increasing the minimum 
number of BMR units from 10% to 15% of the total number of units in new residential 
projects under 5 acres and from 15% to 20% for projects over 5 acres. 
 
Although the revised density bonus program called for in Program H-21 has not yet been 
codified, it will be implemented through the Zoning Ordinance Update.  The program (now 
Program H-37) has been modified as part of the updated Housing Element to allow a density 
bonus of up to 50%. 
 
The City has adopted a Mobile Home Conversion Ordinance to help preserve the Buena 
Vista Mobile Home Park. 
 

Policy H-12: Support agencies and organizations that provide shelter, 
housing, and related services to very low-, low-, and moderate-income 
households. 

 
Program H-23: Promote legislative changes and funding for programs that 
facilitate and subsidize the acquisition, rehabilitation, and operation of existing 
rental housing by housing assistance organizations, nonprofit developers, and 
for-profit developers. 

 

Program H-24: Use existing agency programs such as Senior Home Repair to 
provide rehabilitation assistance to very low- and low-income households. 

 

Program H-25: Support the preservation of existing group homes and supported 
living facilities for persons with special housing needs.  Assist local agencies and 
nonprofit organizations in the construction or rehabilitation of new facilities for 
this population. 

 
Palo Alto continued its efforts to support agencies and organizations that provide 
shelter and other services during the 1998-2000 time period.  In addition to the 
contributions mentioned under Policy H-11 above, the City also assisted in the 
acquisition and rehabilitation of the Palo Alto Gardens and Sheridan Apartments.  No 
new home repairs were conducted under the Senior Home Repair Program between 
1998-2000. 
 

Policy H-13: Pursue funding for the construction or rehabilitation of 
housing that is affordable to very low-, low-, and moderate-income 
households.  Support financing techniques such as land banking, federal and 
state tax credits, mortgage revenue bonds, and mortgage credit certificates 
to subsidize the cost of housing. 
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Program H-26: Maintain a high priority for the acquisition of new housing sites, 
acquisition and rehabilitation of existing housing, and housing-related services 
in the allocation of Community Development Block Grant (CDBG) funds or 
similar programs. 
 
Program H-27: Support and expand the City’s Housing Development Fund or 
successor program. 

 
Program H-28: On an on-going basis, seek funding from state and federal 
programs, such as the HOME program and HUD Section 202 and 811 (or 
successor programs), to support the development or rehabilitation of housing for 
very low-, low-, or moderate-income households. 

 
Program H-29: Continue to require developers of employment-generating 
commercial and industrial developments to contribute to the supply of low- and 
moderate-income housing. 

 
As described in earlier discussions, the City has used every means at its disposal to pursue 
funding for the construction or rehabilitation of affordable housing, such as the use of 
CDBG funds to help acquire and rehabilitate projects, such as the Palo Alto Gardens and 
Sheridan Apartments.  The City will continue to pursue funding of all types that will help 
the City maintain or construct affordable housing although the competition is very severe 
and many of the evaluation criteria used for programs, such as HOME, do not favor 
communities like Palo Alto.  The City is also aware that it must try to generate its own 
funding resources to produce housing.  In particular, the City has acknowledged that the 
commercial and industrial housing in-lieu fee of $4.21/square foot for projects with impacts 
on housing has not kept pace with the rapid increase in the demand for and cost of new 
housing generated by new employment and, as a result, adopted a new fee of $15.00/square 
foot.  The updated Housing Element calls for a continuous evaluation of and adjustments to 
the commercial and industrial housing in-lieu fee to ensure it reflects the impact of 
commercial and industrial development on housing needs. 
 
 

Policy H-14: Encourage the preservation, rehabilitation, and construction of 
Single Room Occupancy (SRO) hotels and SRO housing. 
 

The 107 unit Alma Place SRO was constructed in Palo Alto in 1998 and is evidence of the 
City’s continued commitment to create and preserve SRO housing opportunities.  The 
facility is designed to serve very low- income persons. 
 

Policy H-15: Support opportunities for Shared Housing and other 
innovative housing forms to promote diversity and meet the needs of 
different household types and income levels. 

 
To date, the City has not developed any new policies or programs to support Shared 
Housing.  This issue will, however, be considered during the Zoning Ordinance Update 
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currently underway. 
 

Policy H-16: Support housing that incorporates facilities and services to 
meet the health care, transit, or social service needs of households with 
special needs, including seniors and persons with disabilities. 
 
Policy H-17: Support family housing that addresses resident needs for 
childcare, youth services, recreation opportunities and access to transit. 

 
During 1998-2000, the City assisted in the acquisition, preservation and rehabilitation of the 
Palo Alto Gardens Apartments and the Sheridan Apartments, both of which provide housing 
for seniors.  Palo Alto Gardens also contains units for families.  The City also contributed to 
the rehabilitation of the water system of the Arastradero Park Apartments, which serves 66 
families.  Since there are not many housing projects that incorporate facilities and services 
that might be needed by their residents, the City has used its funds to improve community 
facilities that are likely to be used by those occupying affordable housing projects 
throughout the City.  City funds have been used to improve Rinconada Park to make it more 
accessible to people with disabilities and to provide playground equipment and play area 
renovations for the Peninsula Children’s Center, which serves children with emotional and 
behavioral disabilities.  Repairs have been made to the Ventura Community Center, which 
serves a low-income area.  Improvements have also been made to the Community 
Association for Rehabilitation/Swim Center, which provides warm water therapeutic swim 
opportunities for seniors and persons with disabilities.  Although the City will continue to 
support housing that incorporate facilities and services needed by special populations, it will 
also continue to provide support for such facilities outside of housing projects. 
 

 
Policy H-18: Support legislation, regulatory changes, federal funding, and 
local efforts for the permanent preservation of HUD-assisted very low- and 
low-income units at risk of conversion to market rate housing or loss of 
federal rental assistance. 

 
The City continues to support HUD programs, such as the Section 8 rental assistance 
program, and will continue to monitor federal legislation and regulatory changes to 
determine if and when to take aggressive action to ensure retention of these affordable 
housing units. 
 

Policy H-19: Support the provision of emergency shelter, transitional 
housing and ancillary services to address homelessness.  

 
As indicated above, the City has participated in supporting homeless shelters and service 
facilities in the County as well as allowing smaller temporary shelters (Hotel de Zink) in the 
City itself.  This may not be enough to meet the needs of the homeless in Palo Alto, which 
may number as high as 125 people.  That is why the updated Housing Element calls for the 
City to allow homeless shelters with a conditional use permit in the CS and CD commercial 
zoning districts and in the industrial zoning districts. 
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Policy H-20: Provide leadership in addressing homelessness as a regional 
issue. 
 
Policy H-21: Work closely with appropriate agencies in the region to 
develop and implement policies and programs relating to homelessness. 
 
Program H-30: Continue to participate in the Santa Clara County Homeless 
Collaborative as well as work with adjacent jurisdictions to develop additional 
shelter opportunities. 

 
Program H-31: Continue to participate with and support agencies addressing 
homelessness. 

 
Palo Alto has continued to actively participate with other jurisdictions in seeking solutions 
to the problems of the homeless in Santa Clara County.  The City continues to believe that 
homelessness is a regional issue and that it must be addressed on that basis.  That is why the 
City has contributed funds to so many homeless shelters and service facilities outside of its 
jurisdiction as well as inside.  The City will continue to take a leadership role and actively 
participate with other communities to address homelessness. 
 

Policy H-22: Support programs and agencies that seek to eliminate housing 
discrimination. 
 
Program H-32: Work with appropriate state and federal agencies to ensure that 
fair housing laws are enforced. 

 
Program H-33: Continue to support groups that provide fair housing services, 
such as Mid-Peninsula Citizens for Fair Housing. 

 
 

Program H-34: Continue the efforts of the Human Relations Commission to 
combat discrimination in rental housing, including mediation of problems 
between landlords and tenants. 

 
Program H-35: Continue implementation of the City’s Ordinances prohibiting 
discrimination in renting or leasing housing based on age, parenthood, 
pregnancy or the potential or actual presence of a minor child. 

 
During 1998-2000, the City continued to work towards elimination of discriminatory 
activities in all aspects of housing.  The City has annually allocated CDBG funds to Mid-
Peninsula Citizens for Fair Housing to provide services to promote fair housing, including 
complaint investigation, counseling and advocacy.  The City also contracts with Project 
Sentinel to provide tenant/landlord information, referral and mediation services.  CDBG 
funds have been used to support ombudsman activities to assist with complaints related to 
elderly residents living in nursing homes in the City.  The City has also sponsored 
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community meetings and forums to discuss the need for housing for people with special 
needs and provided publications that helped seniors and others to access housing.  The City 
intends to continue these types of activities in the 1999-2006 time period. 
 

Policy H-23: Reduce the cost of housing by promoting energy efficiency, 
resource management, and conservation for new and existing housing. 
 
Program H-36: Continue providing staff support and technical assistance in 
energy conservation and demand management to architects, developers, and 
utility customers. 

 
The City of Palo Alto is fortunate to own and manage its water, gas, wastewater and electric 
utility systems.  Conservation of these resources is a high priority for the City.  The City has 
a full time staff person who provides assistance with water and energy conservation.  The 
"Residential Energy Auditor" works primarily with existing residential occupants and helps 
to evaluate their energy/water use and make recommendations for more efficient operations.  
Further, this staff person is available to work with developers or architects of new 
construction projects to design energy conservation features during the planning stages of 
the project.  The City also offers on a promotional basis, programs that offer rebates for 
more efficient refrigerators or the use of energy efficient fluorescent lighting supplies. 
 
In 1993, the City created the Utilities Residential Rate Assistance Program (RAP) to provide 
rate relief to residents who lack adequate financial resources to pay utility bills.  Level of 
income and disability are used to determine if a household qualifies for the program.  
Qualifying residents currently receive a 20% discount on their utility bills.  In May 2001, 
the City Council expanded the reach of the RAP to allow three times more residents to 
qualify for the program than were allowed previously. 
 
 
Progress in Meeting Previous Housing Needs 

ABAG originally projected that the City of Palo Alto needed to provide sufficient land to 
accommodate 1,809 new housing units between 1988 and 1995.  This total was revised 
downward to 1,597 units for 1990-1995 to account for the City’s housing production for the 
years 1988-1990.  This revised housing need by household income level is described in the 
table below and became the housing production goals of the 1998-2003 Housing Element. 
 

Illustration #26: Palo Alto’s Fair Share of the Region’s Housing 
Need by Income Level, 1990-1998 

 
Household Income Level (% of County Median Income) 
 

Number of 
Units Needed 

Very Low (0-50%) 338 
Low (51-80%) 232 
Moderate (81-120%) 347 
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Above Moderate (121% and above) 680 
Total 1,597 

 
The table below updates the progress the City made in meeting its fair share of the region’s 
housing needs from 1990-1998. 
 

Illustration #27: Progress in Meeting Palo Alto’s Fair Share of the Region’s Housing 
Need by Income Level, 1990-1998 

 
Income Level 

 
1990-2003 Need 1990-1998 

Production 
Unmet Need 

Very Low 338 169 169 
Low 232 24 208 
Moderate 347 53 294 
Above Moderate 680 384 296 
Total 1,597 630 967 
 
As can be seen from the table above, between January 1, 1990 to December 31, 1998, 630 
units were built in the City of Palo Alto, about 39% of the City’s fair share of the region’s 
housing need for that period.  Of these units, 270 were affordable to very low-, low-, and 
moderate income households.  This constituted about 27% of the City’s 917 unit affordable 
housing need for 1990-2003.  The City was more successful in producing units affordable to 
households with above moderate incomes and provided 56% of the units needed for this 
income level.  However, overall production of housing was very low, only 70 units per year, 
for the 1990-1998 timeframe. 
 
Although significant progress was made in the production of very low-income units with 
over half the goal (57%) met (this includes the constructon of the 107 unit Alma Place SRO 
and the 24 unit Page Mill Court project for the disabled), considerably less progress was 
made in the low- and moderate-income categories where, respectively, only 10% and 15% 
of the need was met.  It is clear that the City was not very effective at producing affordable 
housing during most of the 1990s.  This was recognized during the 1998-2010 
Comprehensive Plan update and the creation of the 1998-2003 Housing Element in which a 
series of policy and program changes were adopted to increase the supply of affordable 
housing.  Most of these proposed changes, however, have not yet been fully implemented so 
the effectiveness of these new policies and programs cannot be completely evaluated.  It 
should also be noted that other factors beyond the control of the City, such as increases in 
land and construction costs, may have also contributed to depressing the production of 
affordable housing. 
 
The City had more success in preserving units that were "at risk" of converting to market 
rate housing during 1998-2000 with the preservation of the 156 unit Palo Alto Gardens 
Apartments and the 57 units Sheridan Apartments.  The City assisted in the acquisition of 
these units with financial and technical assistance and the units continue to be used as 
housing affordable to lower income households. 
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Effectiveness of 1998-2003 Housing Element and Implications for 
1999-2006 Housing Element 
 
As the information on the previous pages demonstrates, the City of Palo Alto has been 
active in encouraging and supporting the development and preservation of housing, 
especially affordable housing.  From 1990-2000, there were 26 "Below Market Rate" units 
added to the inventory, 86 units rehabilitated through the Rental Rehabilitation Program and 
5 units rehabilitated with CDBG assistance.  The City assisted non-profit owners in the 
acquisition and rehabilitation of the Palo Alto Gardens and the Sheridan Apartments.  
Lytton Courtyard and Alma Place SRO were constructed during this time period.  In 
addition, the City provided considerable technical and financial support to non-profit 
agencies providing housing related support services such as homeless assistance, shared 
housing, fair housing information and mediation services and senior home repair programs. 
 
For the 1999-2006 time frame, the City will continue the general direction of the 1998-2003 
Housing Element but will place greater emphasis on increasing the potential supply of 
affordable housing by increasing densities on some sites and more aggressively searching 
for non-residential sites to convert to residential use, or mixed use with a minimum 
residential component, through the Housing Opportunities Study.  New construction 
projects will continue to be required to include affordable units/in-lieu fees but at higher 
rates than previously and the preservation of existing units will continue to be encouraged 
and monitored.  The City will continue to support the work of non-profit groups and 
agencies in providing affordable housing opportunities.  With limited land and development 
opportunities in the future, however, the City will review its existing housing programs and 
ordinances to ensure that the maximum number of affordable housing opportunities are 
provided and new development standards are created that allow the maximum potential 
development to occur and that clarify residential density ranges to ensure that a minimum 
level of residential development is achieved and the limited supply of residential land is 
used efficiently.  The City will place an increased emphasis on expanding the opportunities 
for residential development in commercial, industrial or other areas not traditionally 
considered for residential use.  The City will continue to emphasize the importance of 
maintaining the existing diversity of the housing stock in terms of rental and multifamily 
units and in supporting the opportunities for households of all income levels to have access 
to affordable housing.  A regular monitoring system will be established to ensure that the 
City is moving towards meeting its goals.  Commercial and industrial development will be 
asked to contribute a fair share of its resources to the production of affordable housing to at 
least partially offset the impact on housing demand and costs generated by new jobs. 
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APPENDIX A 

 
Housing Sites Inventory 

Site 
No. 

Site Address Description Existing 
Zoning 

Proposed 
Zoning 

Site 
Size in 
Acres 

Minimum 
Dwelling 
Unit Yield * 

5-01 Bryant, Channing & 
Ramona 

Oak Court  
(SOFA 
affordable 
housing) 

AMF 
 

AMF 1.23 53 

5-06 800 High St. Peninsula 
Creamery site 

CD-S(P) PC pending 
(61 units 
requested) 

0.96 26 

5-21 657-663 Alma St. (north 
corner of Alma St. and 
Forest Ave.) 

Former Craft 
and Floral 
building 

CD-C(P) 
CD-S(P) 

Mixed Use 0.48 10 

5-28 33, 39 & 45 Encina Ave. 
near El Camino Real 

Proposed 
Opportunity 
Center 

CS PC pending 
(90 units 
requested) 

0.43 90 

5-30 841 Alma St. Power 
substation 

PF TBD 0.36 10 

5-31 901-925 High St. Auto 
storage/parking

CD-S(P) Mixed Use 
(application 
pending for 
12 units) 

0.46 10 

8-06 2650 Birch St. at 
Sheridan Ave. 

2 vacant lots 
and 4 houses 

RM-40 RM-40 0.57 15 

8-09(a) 2701 El Camino Real Former 
Greenworld 
Nursery 

RM-40, CN RM-40 or 
Mixed Use 

0.98 30 

8-09(b) 2755 El Camino Real VTA Park & 
Ride Lot 

PF RM-40 0.48 15 

8-11 E. side Sheridan Ave. 
btwn. SPRR and Park 
Blvd. 

Underutilized 
industrial 
bldgs.; portion 
of Page Mill 
Rd. r.o.w. 

GM(B) RM-40 3.92 120 

10-02 901 San Antonio Rd. Former Sun 
Microsystems/ 
Future JCC 

GM Mixed Use 
 

6.5 
acres of 
12.92 
acre site 

200 

12-01 4102 El Camino Real at 
Vista 

Former 
Blockbusters 

RM-30 RM-30 0.65 9 

12-06 4219 El Camino Real Hyatt Rickey’s 
Hotel 
 

CS(H) CS(H) 
(application 
pending for 
302 units) 

7.5 
acres of 
15.98 
acre site 

120 

12-07 4249 El Camino Real Elk’s Lodge RM-30,  
RM-15, R-1 

RM-30, 
RM-15, R-1 

8.08 97 

12-09 4146 El Camino Real Vacant RM-15 RM-15 0.77 5 
12-11 3445 Alma St. Alma Plaza PC PC pending 

(10 units 
requested) 

1 acre 
of 4.21 
acre site 

8 

Total      818 
 
*New state legislation (AB2292 )requires compensating changes in the inventory if fewer units are 
permitted on a site.  A larger number of units may be approved on any site when consistent with 
the Comprehensive Plan, zoning and state law. 
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Subsidized Rental Housing Developments (September 2000) 

 
Project Date Total Subs. Type 

 
Stevenson House, 455 East Charleston 
 

1968 120 120 Seniors 

Colorado Park, 1441 Colorado Ave. 1972 60 
 

60 
 

Families & Seniors (17 
Section 8 units) 

Palo Alto Gardens, 648 San Antonio Rd. 
 

1973/pres. 
1999 

156 
 

156 
 

Families & Seniors (128 
units) 

Arastradero Park, 574 Arastradero Rd. 
 

1974/pres. 
1995 

66 
 

66 Families & Seniors (47 
Section 8 units) 

Lytton Gardens I, 656 Lytton Ave. 
 

1975 
 

218 
 

218 
 

Seniors 
 

Webster Wood, 941 Webster Street 
 

1978 
 

68 
 

41 
 

Families (4 units) 
Handicapped (4 units) 

Lytton Gardens II, 656 Lytton Ave. 
 

1979 
 

100 
 

100 
 

Seniors (50 Independent 
Living; 50 Reseidential Care) 

Sheridan Apts, 360 Sheridan Ave. 
 

1979/pres. 
1998 

57 
 

57 
 

Seniors, Handicapped 
 

Pine St. Shared Lvg House, 1259 Pine Street 
 

1981 
 

1 
 

1 
 

Families 
 

Elm Apts, 129 Emerson St. 1982 
 

11 
 

11 
 

Families 
 

Terman Apts, 655 Arastradero Rd. 1985 
 

92 
 

72 
 

Families & Seniors (72 
Section 8 units) 

Ferne Apts, 101-131 Ferne Ave. 
 

1984 
 

16 
 

10 
 

Families (6 Section 8 units) 

Emerson South, 3067 Emerson St. 1985 6 6 Small Families/Single Adults 
 

Curtner Apts., 300-310 Curtner Ave. 1986 9 9 Families (9 Section 8units) 
 

Waldo Apts., 3039 Emerson St. 1987 6 3 Families (3 Section 8 units) 

California Park Apt., 2301 Park Blvd. 1989 45 45 Families, Handicapped (1 
unit) 

Oak Manor Apartments, 630 Los Roblesd 1991 33 23 Families (23 Section 8 units) 

Plum Tree Apts., 3020 Emerson St. 1991 10 10 Families 

Lytton IV (Courtyard), 330 Everett Ave. 1994 51 51 Seniors 

Barker Hotel, 439 Emerson St. 1994 26 26 Adults/Handicapped (5 units) 

Emerson North, 3051-3061 Emerson St. 1994 6 6 Small Families & Seniors (1 
Section 8 unit) 

Emerson House, 330 Emerson St. 1996 4 4 Small Families, Handicapped 
& Seniors 

Ventura Apts., 290-310 Ventura Ave.  1997 12 7 Families 

Alma Place SRO, 753 Alma St. 1998 107 107 Single Adults/Handicapped 

Page Mill Court, 2700 Ash 
 

1998 24 24 Adults with Developmental 
Disabilities 

TOTALS   1,304 1,233  
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Summary of Below Market Rate Program Units (June 2000) 

 
Development Year Initial of 

Sale/Rent 
Number of Units 

   
BMR Purchase Units   
Foothill Green 1975 4 
Villas de San Alma 1975 8 
Greenhouse I 1975, 1983, 1987 14 
Greenhouse II 1976 10 
Channing Place 1976 2 
410 Sheridan 1977 5 
Villas de la Plazas 1978 4 
Vista Townhouses 1979 2 
San Antonio Village 1979 2 
Barron Square 1979 6 
Palo Alto Greens 1981 4 
Colorado Place 1981 2 
Palo Alto Redwoods 2983 12 
Cedar Terrace (Oregon Green Offsite) 1984 1 
Birch Court - BMR 1984 5 
Palo Alto Central 1984 7 
Loma Verde Village 1985 4 
Loma Verde Townhomes 1985 2 
Channing Court 1985 1 
Ashby Duplex 1985 2 
Abitare 1985 9 
Ortega Duplex 1986 2 
Talisman Duplex 1987 2 
Bautista Duplex 1987 2 
The Hamlet 1988 6 
Terrace Bay Homes 1988 2 
The Rosewalk 1988 4 
Ramona Courts 1989 1 
Charleston Village 1990 2 
737 Loma Verde (Christensen Court) 1992 1 
Camino Place 1992 4 
Spanish Villas 1993 1 
Jacobs Court 1993 3 
Promenade 1994 7 
Everett Townhome 1997 1 
Silverwood 1999 3 
Classics 2000 4 
 
TOTAL OWNERSHIP UNITS 

  
151 

   
BMR Rental Units   
Southwood Apartment Homes 1985 10 
1100 Welch Road Apartments 1987 11 
Mayfield Apartment - 345 Sheridan 1987 9 
Mayfield Apartment - 345 Sheridan 1987 3 
Montage Apartments 1998 5 
 
TOTAL RENTAL UNITS 

 38 
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Housing Units Built and Housing Units with Approved Building Permits, 
January 1, 1999 – December 31, 2002 

 
Income Level Project Name/Address Number of 

units 
Units Built: Jan. 1, 1999 – Dec. 31, 2002   
Very Low Income Page Mill Court Apartments 24 

Subtotal  24 
 

Low Income Stanford West 63 
 435 Sheridan 3 

Subtotal  66 
 

Moderate Income Silverwood 3 
 Classics 4 
 Cottages 15 

Subtotal  22 
 

Above Moderate Income Stanford West 565 
 435 Sheridan 32 
 2825 ECR 3 
 Colorado/San Carlos Subd. 4 
 SOFA I 30 
 Various 138 

Subtotal  772 
 

Total Built Units 
 

 884 

   
Units with Approved Building Permits Jan. 1, 
2001 – Dec. 31, 2002 

  

Very Low Income  0 
Subtotal  0 

 
Low Income  0 

Subtotal  0 
 

Moderate Income Cottages 2 
Subtotal  2 

 
Above Moderate Income Glenbrook Subdivision 14 
 4131 ECR 8 
 SOFA Condominium Projects 66 

Subtotal  88 
 

Total Units with Approved Building Permits  90 
   
Grand Total  974 
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Additional Potential Longer Term Housing Sites 
Sites Considered Suitable for Future Residential Use  

 
 
Site No. Site Address Description 
4-02 285 Quarry Rd. Hoover Pavilion 
5-02 400/430 Forest Ave. at Waverly St. CSAA Office/Surgery Center (planned and 

zoned for housing; RM-40) 
5-03 1093-1095 Channing Ave. St. Alberts Church 
5-04 855 El Camino Real Town & Country Shop. Center 
5-05 University Ave. Circle area Intermodal transit Center/Red Cross 
5-22 153 Hamilton Ave. Former Fasani Carpets/Turner Martin 
5-29 49 Wells Ave. at Urban Ln. Underutilized commercial site 
8-01 1795 & 1805 El Camino Real at Park Avenue Vacant lot and fast food restaurant 
8-02 2650-2780 El Camino Real at Page Mill Road Mayfield site (planned and zoned for housing; 

RM-40) 
8-03 N. side El Camino Real btwn. Cambridge & 

Sherman Aves. 
City parking lots 

8-04 231 Grant Ave. between Park & Birch County Mental Health Building 
8-05 2310-2500 El Camino Real (Cambridge/ 

California area) 
2-story commercial structures 

8-07 S. side Staunton St. btwn. Oxford & College Aves. Various commercial and office buildings 
8-08 2209-2237 El Camino Real (east corner of El 

Camino Real and College Ave.) 
Various older, underutilized commercial uses 

8-10 2305-2333 El Camino Real (east corner of El 
Camino Real and Cambridge Ave.) 

Various older, underutilized commercial uses 

8-12 2805-2905 El Camino Real (at Page Mill Rd. and 
Pepper Ave.) 

Mix of underutilized commercial uses 

8-13 3001-3017, 3111-3127 El Camino Real (at Olive 
and Acacia Aves.) 

Mix of underutilized comm. uses; vehicle 
storage 

8-14 1515 El Camino Real at Churchill Medical Office (planned and zoned for 
housing; RM-15) 

8-15 340 Portage Avenue Fry’s site (planned and zoned for housing; RM-
30) 

9-01 720-738 Colorado St.; 733-737 San Carlos Ct. Single-family houses 
9-04 2605 Middlefield Rd. at Moreno 

 
Former Coop Market 

10-01 3864 Middlefield Rd. 
& 525 E. Charleston 

CAR facility 

11-03 611 Hansen Way at El Camino Real Varian 
12-02 E. corner El Camino Real and Curtner Manpower Office; Jiffy Lube; Compadres 

Restaurant 
12-04 3941/3945 El Camino Real Existing motel 
12-05 3981 El Camino Real Mayflower Motel 
12-08 4315-4329 El Camino Real Palo Alto Bowling Alley (planned and zoned  

housing; RM-30/RM-15)  
12-12 NE corner Maybell & Clemo Vacant orchard and 4 homes (planned and 

zoned for housing; RM-40) 
12-10 4035-4043 El Camino Way Existing home/commercial uses 
12-13 4101-4121 El Camino Way (east of East Meadow 

Dr.) 
Small shopping center 



Site No. Site Address Description 
12-14 4125-4139 El Camino Way (north of James Rd.) Small, older commercial uses 
12-16 3700 El Camino Real (btwn. Barron Ave. and La 

Selva) 
Mix of vacant and marginal commercial uses 

12-18 4200-4232 El Camino Real Various commercial/office uses 
12-19 4085 El Camino Way at West Meadow Goodwill Store 
12-20 3505-3783 El Camino Real Various underutilized commercial uses 
13-01 4111 & 4161 Alma St. Church and YWCA 
13-03 725 San Antonio Rd. & 4151 Middlefield Rd. 

(Woolworth's Nursery) 
Office uses 

15-01 687 Arastradero Rd. Greenhouse, vacant 
Palo Alto/PCJune02/AppendicesRev-PC 
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APPENDIX G 

 
Resource Persons Contacted 

During Preparation of 1999-2006 Housing Element 
 
City Staff. 
 
 Julie Caporgno, Department of Planning and Community Environment 
 Joan Taylor, Department of Planning and Community Environment 
 Catherine Siegel, Department of Planning and Community Environment 
 Suzanne Bayley, Department of Planning and Community Environment 
 Roland Rivera, Department of Planning and Community Environment 
 Anna Camaraoto, Department of Planning and Community Environment 
 Curtis Williams, Contract Planner 
 
 
Ad Hoc Technical Advisory Committee 
 

Marlene Prendergast, Executive Director, Palo Alto Housing Corporation 
Litsie Indergand, Peninsula Interfaith Action 
Edie Keating, Peninsula Interfaith Action 
Bonnie Packer, Planning Commission 
Sally Probst, League of Women Voters 
Jo Ann Acero, Mid-Peninsula Housing 
Bob Golton, Palo Alto Unified School District 
Tina Allen, Palo Alto Unified School District 

 
 
Focus Group 
 

Martin Bernstein, Architect 
Dave Ahn, Habitat for Humanity 
Tony Carrasco, Architect 
Steve Blanton, Real Estate Broker 
Sunny Dykwel, Real Estate Agent 
Dan Dykwel, Real Estate Agent 
Laura Ferrell, Contractor 
Judith Wasserman, Architect/ARB Member 
Drew Maran, Contractor/ARB Member 
Vera Goupille, Lytton Gardens Senior Complex 
Bill Phillips, Stanford Land Management 
David Baker, Architect 
Scott Ward, Contractor 

 



APPENDIX H 
 

Bibliography/DataSources 
 
Association of Bay Area Governments (ABAG), Housing Needs Determination, May 
2000 
 
Association of Bay Area Governments (ABAG), Projections 2000 
 
Bay Area Economics, MarketAnalysis for 753 Alma Street, April 21,1995 
 
Bay Area Housing, Blueprint 2001: Housing Element Ideas and Solutions 
 
City of Palo Alto, Consolidated Plan, July 1, 2000 to June 30, 2005 
 
City of Palo Alto, Housing Element of the Comprehensive Plan, 1998-2003 
 
City of Palo Alto, Municipal Code, Chapter 18,1998 Edition 
 
County of Santa Clara, Office of the Homeless Coordinator, 1995 Overview of 
Homelessness in Santa Clara County, March 10, 1995 
 
HomeBase, Homelessness in the Bay Area, 1990 
 
Lapkoff & Gobalet Demographic Research, Inc., Demographic Analysis and 
Enrollment Forecasts for the Palo Alto Unified School District, December 1992 
 
State of California, Department of Finance, Household and Population Reports, 1980-96 
 
United States, Bureau of the Census, 1970, 1980, 1990 and 2000 U.S. Census 
 
United Way of Santa Clara County, United Way Needs Assessment for Santa Clara 
County, 1993-94 
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