Community Development
STAFF REPORT
Housing Commission
Meeting Date:
11/2/2016
Staff Report Number: 1616-012-HC
Regular Business:

Below Market Rate In Lieu Fee Agreement Term
Sheet/Sagar Patel/1704 El Camino Real

Recommendation
Staff recommends that the Housing Commission recommend approval of the draft Below Market Rate
(BMR) Housing Agreement Term Sheet (Attachment A) to the Planning Commission for the proposed
demolition of an existing 28-room hotel and construction of a new 70-room hotel, at 1704 El Camino Real.
Policy Issues
Each BMR Agreement is considered individually. The Housing Commission should consider whether the
proposal would be in compliance with the BMR Housing Program requirement.
Background
Site Location
The subject property is located at 1704 El Camino Real, between Buckthorn Way and Stone Pine Lane, in
the SP-ECR/D (El Camino Real/Downtown Specific Plan) zoning district. The property is primarily
accessed via shared access easements over two separate parcels (1702 and 1706 El Camino Real),
although a panhandle-like extension to Buckthorn Way also provides secondary service access. Using El
Camino Real in a north to south orientation, adjacent parcels generally to the north and west of the subject
site are also in the SP-ECR/D zoning district, and are developed with residential, office and personal
service uses. The adjacent properties generally to the east and south of the subject site are zoned R-3
and developed with residential uses. The subject site is currently developed with a 28-room hotel. A
location map is included as Attachment B.
Analysis
The applicant’s BMR proposal letter and select project plans are included as Attachments C and D,
respectively.
Project Description
The applicant is proposing to demolish the existing hotel and construct a new 70-room hotel consisting of
three stories and an underground parking level. The ground floor would feature the hotel lobby, a
breakfast area, a board room, a fitness room, other amenity and back-of-house spaces, as well as guest
rooms. The entire second and third floors would be developed with guest rooms. The proposed site layout
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is designed with El Camino Real as the primary access, with a driveway leading to the hotel’s main
entrance and to the underground parking garage. A service and Fire District access driveway would take
access from Buckthorn Way at the rear of the site. The proposal requires architectural control review by
the Planning Commission, including consideration of a public benefit bonus for a higher Floor Area Ratio
(FAR), and approval of a variance request to exceed the maximum front setback of 20 feet and allow a
29.1-foot front setback, which would help retain and protect a heritage oak tree at the front of the parcel.
The project also includes a request for a use permit for hazardous materials to install a new diesel
generator. As part of the proposed project, a heritage oak tree at the center-rear portion of the property is
proposed for removal.
BMR Housing Program Requirement
The applicant is required to comply with Chapter 16.96 of City’s Municipal Code, (“BMR Ordinance”), and
with the BMR Housing Program Guidelines adopted by the City Council to implement the BMR Ordinance
(“BMR Guidelines”) as the project would exceed 10,000 square feet in gross floor area. The BMR
Ordinance requires the applicant to submit a Below Market Rate Housing proposal for review by the
Housing Commission. At this time, the Housing Commission should review the draft BMR In Lieu Fee
Agreement Term Sheet and provide guidance to staff, the applicant, and the Planning Commission. The
draft Term Sheet would be used to inform the BMR In Lieu Fee Agreement, which would subsequently be
reviewed and acted on by the Planning Commission along with the main project actions. The Planning
Commission is the acting body, unless the action is appealed to the City Council.
Residential use of the property is allowed by the applicable zoning regulations; however, residential use is
not being pursued as part of the proposed project. According to the applicant, the need to maximize
allowable square footage for hotel uses for a financially viable hotel project on a relatively small infill site
would limit the ability to develop residential units on site as part of the proposed project. In addition, the
applicant indicates the Hampton Inn brand does not usually allow a development to be mixed use unless
the site is in a high-density urban location and the two uses can be effectively separated.
The applicant does not own any sites in the city that are available and feasible for construction of sufficient
below market rate units to satisfy the requirements of the BMR Ordinance, which in this case is 0.77 unit.
Staff and the applicant are not aware of any potential off-site locations for the provision of a BMR unit, and
developers of other residential projects have not expressed an interest in providing an off-site BMR unit.
This kind of coordination can also be challenging for independent, smaller-scale developers such as the
applicant. Based on these facts, staff has found that development of such a unit on-site or off-site in
accordance with the requirements of the BMR Ordinance and Guidelines is not feasible at this time,
although staff would encourage the applicant to continue to pursue opportunities for the development of an
off-site BMR unit.
The applicant proposes to pay the applicable in lieu fee as provided in the BMR Ordinance and Guidelines.
The draft BMR Agreement Term Sheet is included as Attachment A. The in lieu fee would be calculated as
set forth in the table below; however, the applicable fee for the project will be based upon the per square
foot fee in effect at the time of payment. With the approval of a public benefit bonus for a higher Floor Area
Ratio (FAR), the maximum gross square footage permitted on the lot would be 40,027.9 square feet. (The
applicant’s initial submittal includes 40,807 square feet of gross floor area, which will need to be reduced
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to 40,027.9 gross square feet or less.) The draft BMR agreement may be modified prior to Planning
Commission action to include updated building square footages as the applicant continues to refine the
project.
Use Group
Existing Buildings –
Non-Office Areas

Fee/SF

B- Non-Office
Commercial/
$8.76
Industrial
Proposed Building – B- Non-Office
Non-Office Areas
Commercial/
$8.76
Industrial
Total Estimated In Lieu Fee

Square Feet

Component
Fees

10,775.8

($94,396.01)

40,027.9

$350,644.40
$256,248.39

Correspondence
The applicant indicated that they contacted some of the surrounding properties regarding the proposed
development. Staff has not received any correspondence regarding the BMR proposal.
Conclusion
Staff believes that while the site allows for residential uses, site constraints due to the need to devote all
allowable square footage for hotel uses to ensure a financially viable project would limit opportunities to
incorporate a residential component as part of the proposed project as it is currently designed. Staff
recommends that the Housing Commission recommend to the Planning Commission approval of the
payment of BMR in lieu fees under the terms stated in the draft BMR In Lieu Fee Agreement Term Sheet,
and to encourage the applicant to continue to pursue opportunities for the development of an off-site BMR
unit.
Impact on City Resources
The project sponsor is required to pay Planning, Building and Public Works permit fees, based on the
City’s Master Fee Schedule, to fully cover the cost of staff time spent on the review of the project. The
proposed BMR in lieu fee payment would contribute approximately $256,248 to the City’s BMR fund.
Environmental Review
The proposed project will be evaluated with respect to compliance with the California Environmental
Quality Act (CEQA) as part of the Planning Commission action. BMR direction is not an action under
CEQA, so environmental review is not required by the Housing Commission.
Public Notice
Public Notification was achieved by posting the agenda, with the agenda items being listed, at least 72
hours prior to the meeting.
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Attachments
A. Draft BMR In Lieu Fee Agreement Term Sheet
B. Location Map
C. 1704 El Camino Real BMR In Lieu Fee Proposal
D. Excerpts of Project Plans
Report prepared by:
Corinna Sandmeier, Associate Planner
Report reviewed by:
Thomas Rogers, Principal Planner
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ATTACHMENT A
1704 El Camino Real
Draft Below Market Housing (BMR) In Lieu Fee Agreement Term Sheet
1. Applicant owns property known as Assessor’s Parcel Number: 060-034-379 (“Property”),
more commonly known as 1704 El Camino Real, Menlo Park.
2. Applicant is requesting architectural control approval, approval of a variance request to
exceed the maximum front setback, and approval of a use permit for a diesel generator,
to construct a 70-room hotel consisting of three stories and an underground parking level
on an approximately 0.8 acre site. The subject building is greater than 10,000 square
feet in gross floor and therefore, Applicant is required to comply with Chapter 16.96 of
City’s Municipal Code (“BMR Ordinance”) and with the Below Market Rate Housing
Program Guidelines (“Guidelines”) adopted by the City Council to implement the BMR
Ordinance;
3. Property is located within the El Camino Real/Downtown Specific Plan General Plan
land use designation and the SP-ECR/D (El Camino Real/Downtown Specific Plan)
zoning district in the City of Menlo Park;
a. Property’s General Plan land use and zoning designations permit residential
uses;
b. Applicant is not proposing to include residential uses as part of the proposed
project;
c. Site constraints due to developing a financially viable hotel project on an 0.8-acre
infill site limits opportunities to develop residential units as part of the proposed
project as it is currently designed;
4. Applicant does not own any sites in the city that are available and feasible for
construction of sufficient below market rate units to satisfy the requirements of the BMR
Ordinance;
5. Applicant has elected to satisfy the BMR requirement for the proposed project through
payment of an in lieu fee;
a. The BMR in lieu fee is estimated at $256,248.39;
b. The equivalent unit requirement is 0.77 unit, which would be rounded to one unit;
c. Applicant is proposing to pay the in lieu fee, which would be adjusted based on
the existing and proposed square footages at the time of building permit
issuance. The applicable fee per square foot is adjusted annually on July 1. The
table in Item 6 below shows the proposed in lieu fee and its calculation.

6. The table below provides the estimated in lieu fee:
Use Group
Existing Buildings –
Non-Office Areas

Fee/SF

B- Non-Office
Commercial/
$8.76
Industrial
Proposed Building – B- Non-Office
Non-Office Areas
Commercial/
$8.76
Industrial
Total Estimated In Lieu Fee

Square Feet

Component
Fees

10,776

($94,396.01)

40,028

$350,644.40
$256,248.39

ATTACHMENT B
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Location Map
1704 El Camino Real
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ATTACHMENT C

ARCHITECTS

AECEVED

August 3, 2016

AG I I
Jean Lin, Planner
Department of City Planning
Menlo Park, CA
Re: BMR requirements

—

CitY OF MENLO PARK
BUILDING

Hampton Inn 1704 El Camino Real

Dear Ms. Lin:
The applicant for the above referenced project would like to comply with the city’s requirement for
providing Below Market Rate residential units in a form of in-lieu fees. This project’s lot size and its
allowable Floor Area Ratio is simply too small for this project to fit a hotel and enough residential units
to make sense.
Generally, in order to attract a prestigious brand like Hilton to develop the Hampton Inn brand, a site
should be large enough to accommodate about 100 guestrooms to make a hotel project functionally
appropriate and economically feasible. It is also rare that the brand will allow the development to be a
mixed use condition unless the site is in a high-density urban location and the two uses can be
effectively separated architecturally and functionally.

The applicant is certainly sensitive to the communities’ need for more affordable housing and is willing
to do his part in a manner already allowed by the city’s regulations.
Sincerely,
RYS Architects

Jim Rato, Architect
On behalf of applicant

-

Sagar Patel

ROBERT Y. SAuvAGEAu, AlA, PRESIDENT, RYS ARCHITECTS, INC.
10 MONTEREY BOULEVARD

SAN FRANCISCO

CALIFORNIA

94131

•

415.841.9090

415.841.9089 FAX

WWW.RYSARCHIIECTS.COM
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