
 

October 3, 2020 

Mayor Adrian Fine 
City Council Members 
City of Palo Alto, CA 
 
TRANSMITTED ELECTRONICALLY 
 
RE: City Council Agenda 10.5.20 Item #10. Exempt Residential Development from % for Public Art  
 
Dear Mayor Fine and Council Members, 

The Building Industry Association of the Bay Area (BIA) urges the Palo Alto City Council to exempt all 

residential development from the City’s chapter 16.61 of the Municipal Code that establishes a 1% 

requirement for public art in private development projects because the requirement adds significant 

cost to the development of new housing.  Elimination of this fee would be a small but important step in 

lowering development costs of residential projects, increasing the likelihood of construction. 

The City has severely underperformed on RHNA housing goals despite repeated declarations that Palo 

Alto needs to build more housing, especially affordable housing. To that end the City has established 

inclusionary zoning laws and affordable housing impact fees intended to fund and build affordable units. 

However, few affordable housing units have been created.  

The development of new housing has been stymied in part because the cost of new development is 

exceedingly high as shown in many studies, including the City’s own BMR Housing Program Analysis 

prepared for the City of Palo Alto by Strategic Economics. These studies show that inclusionary housing 

benefits from reduced fees, less parking, and moderate mixed-use requirements. 

In an August 2019 Terner Center report entitled Making it Pencil, The Math Behind Housing 

Development multiple analyses showed that even a 15% inclusionary requirement did not pencil in 

representative Bay Area jurisdictions during the strong housing market conditions that existed pre-

COVID and must be coupled with significantly enhanced (non-discretionary and pre-defined) incentives 

such as tax abatements, reduction of other fees and exactions, alternative compliance options, 

relaxation of design and zoning requirements, required parking reductions, and greater density bonuses. 

Another crucial development metric, rental income, has been steadily declining across the San Francisco 

Peninsula region, threatening the feasibility of new projects. Revenue from new rental housing has 

fallen precipitously in Palo Alto due to the devasting impacts of the Covid-19 induced economic 

downturn.  For instance, a June 2020 article in the San Francisco Chronicle which references 

Zumper.com, Q2 rents saw a steep drop: 



The cost of renting an apartment in the Bay Area plummeted in May, as layoffs and the 

increased flexibility of working from home drove a double-digit drop in some of the nation’s most 

expensive housing markets. 

In Mountain View, home to Google, the price for a one-bedroom home dropped 15.9 percent in 

consecutive years in May. Facebook’s home of Menlo Park saw a 14.1 percent tumble, while 

Cupertino and Palo Alto, home to Apple and Tesla, saw prices plunge 14.3 percent and 10.8 

percent, respectively, according to the rental search engine Zumper. In San Bruno, where 

YouTube has its offices, rents tumbled 14.9%. 

However, Zumper.com’s Q3 report shows that a strong downward trend in Peninsula cities’ rent 

continues:  

Mountain View rent dropped 19.9%, making it second. Cupertino had the third largest year-over-

year rental downturn, decreasing 19.6%. Menlo Park saw a 19% decline, Sunnyvale had 19% 

decline, and Palo Alto came in with a 15% drop in rents year over year. 

According to a June 29, 2020 article published by Realtor.com, the Silicon Valley rental market is in a 

state of tremendous instability with rents in San Mateo County down nearly 10%: 

The denser closer-in counties (San Francisco, San Mateo and Santa Clara) are seeing rents 

decline, with the median price per sq ft down 4-10% and 5-8% year-over year, for one and two-

bedroom units respectively.  

In just 6 months, the shift from office to work-from-home necessitated by the COVID 19 pandemic has 

employees rethinking all sorts of assumptions, including where they live. In a May survey of 2,800 tech 

workers in the SF Bay Area, New York City and Seattle, 66% said they would be willing to work remotely 

and relocate out of those urban areas. The survey, by the employee messaging app Blind, found that 

20% of San Francisco respondents said they would be willing to accept a pay cut of up to 20% in 

exchange for being allowed to telecommute from a more affordable city. 

Eviction moratoriums have been extended through at least the end of 2020 with thousands of tenants 

facing eviction in 2021. Add to this uncertainty the near collapse of retail, restaurants, and personal 

services places extreme pressure on the housing rental market. 

Despite the COVID 19 pandemic and the resulting economic slowdown, Silicon Valley still faces a 

housing crisis and the construction of new housing is in the vital interests of the City. The 1% fee on new 

housing adds tens of thousands of dollars to the cost of building housing.  

BIA urges the elimination of this fee on all housing, a significant step in the right direction toward 

lowering the cost of housing in Palo Alto. 

Respectfully submitted, 

Dennis Martin 

Dennis Martin 
BIA Government Affairs 


