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COUNCIL DIRECTION & STATUS
The Council moved to:
A. Direct staff to model a business license tax at monthly rates of $0.05 to $0.20 per square foot, with a preference  

for no sunset and an annual escalator, and with thresholds for square footage size and possible exemptions for: 
A. Small retail, measured by square footage;
B. Grocery stores;
C. No exemptions; 

B. Direct staff to model two methods to replace the General Fund Equity Transfer (GFET) at risk in the Green case:
A. Seek voter approval in modifying the 2009 GFET formula to transfer a percentage of gas utility gross 

revenues;
B. Distribute the change across gas and electric as an increase in the percentage of Utility Users Tax (UUT); and

C. Direct staff to execute initial round of polling (Attachment A), delegate review of the polls to the Finance 
Committee, pending availability to stay on the workplan timeline, and incorporate the Council’s feedback of the 
poll, including the modeling assumptions identified in Parts A and Parts B of the motion; and

D. Remove the parcel tax as an option from the polling questions. 
November 8, 2021 (Passed 6-1, Tanaka no)
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WORKPLAN: JANUARY 2022 AND BEYOND

January 2022 
Recommended Special 
Finance Meeting:
• Review third round 

of analysis for 
revenue generating 
proposals (business 
license tax only)

• Review results of 
initial polling; 
recommend to 
Council focus areas 
for stakeholder 
outreach

Council:
• Review initial polling 

and stakeholder 
engagement plan; 
direction to proceed

May – June 
2022 

Council:
Final Approval 
of November 
2022 Ballot 
Measures, 
including ballot 
measure 
language

August 
2022

Language 
submitted to 
Santa Clara 

County 
Registrar of 

Voters

November 
2022

Election

December 
2022
(and 

beyond)

Implement any 
ballot measure 
that passes

W
O

RKPLAN
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Feb – April 2022 
Finance and Council:
• Decisions regarding 

tax proposals 
based on Finance 
and staff feedback

• Provide iterative 
policy decisions 
and direction 
based on staff work 
related to 
stakeholder 
outreach, polling, 
and draft legal 
documents

• Second refined 
round of polling to 
be reviewed by 
Finance and 
Council



SQUARE FOOTAGE BUSINESS TAX – SCENARIOS
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SQ
. FT. BU

S. TAX

Baseline Scenario: No Exemptions
• Excludes properties likely to be 

exempt per CA law
• Est. revenues: $15M to $59M

Option 1: Exemption for Retail (less than 
or equal to 5,000 sf) and all grocery stores

• Est. revenues: $14M to $57M

Option 2: Tiered Rates
• Flat fee for businesses less than or 

equal to 5,000 sf ($50/year)
• For all others, assume monthly rate 

per square foot
• Est. revenues: $14M to $56M

Option 3: Tiered Rates After Square 
Footage Threshold

• Flat fee for first 5,000 sf ($50/year) 
and apply monthly rate/sf beyond 
threshold

• Est. revenues $12M to $47M



Avg. monthly commercial 
rent, ~$6.96/sq. ft. 

• Low end ($0.05/sf): 
0.7% increase in rent 

• High end ($0.20/sf): 
2.9% increase in rent

SQ FT BASED TAX CALCULATIONS SQ
. FT. BU

S. TAX
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Models reflect a 
range of rates per 

square foot:
From $0.05/SF 

to $0.20/SF 
(monthly)

• Model distinguishes businesses less than 
5,000 sq. ft. as “small”
• Staff seeks Council direction on definition 

for any small business exemption
• Baseline scenario excludes properties that are 

likely exemptions by California law
• Initial polling reflects majority support up to 

1.5% of rent (approx. $0.10/sf monthly, 
$1.25/sf annual)

Table A1: Business License Tax Baseline Scenario and Options (Non-Retail)

5,000 sf 30,000 sf 100,000 sf

Baseline Scenario
$0.05/sf $250 $1,500 $5,000
$0.10/sf $500 $3,000 $10,000
$0.15/sf $750 $4,500 $15,000
$0.20/sf $1,000 $6,000 $20,000
Option 1: Exemption for Retail (less than or equal to 5,000 sf) and all Grocery Stores
$0.05/sf $250 $1,500 $5,000
$0.10/sf $500 $3,000 $10,000
$0.15/sf $750 $4,500 $15,000
$0.20/sf $1,000 $6,000 $20,000
Option 2: Flat Fee for First Tier (annual $50 for less than or equal to 5,000 sf)
$50 or $0.05/sf $4.20 $1,500 $5,000
$50 or $0.10/sf $4.20 $3,000 $10,000
$50 or $0.15/sf $4.20 $4,500 $15,000
$50 or $0.20/sf $4.20 $6,000 $20,000
Option 3: Flat Fee for Defined Threshold (annual $50 for first 5,000 sf) and Apply 
Monthly Rate Beyond Threshold
$50 + $0.05/sf $4.20 $1,250 $4,750
$50 + $0.10/sf $4.20 $2,500 $9,500
$50 + $0.15/sf $4.20 $3,750 $14,250
$50 + $0.20/sf $4.20 $5,000 $19,000
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Key Findings of a Survey of Palo Alto Voters Conducted November 
24-December 5, 2021

Assessing the Context for Potential Finance Measures in Palo Alto 
in 2022



36%

32%

27%

26%

20%

13%

32%

30%

26%

26%

30%

28%

17%

21%

21%

33%

32%

39%

13%

16%

26%

13%

14%

17%

The cost of housing

Not enough affordable housing

Climate change

Homelessness

The number of people
who are unhoused

The economic impacts
of the coronavirus

Ext. Ser. Prob. Very Ser. Prob. Smwt. Ser. Prob. Not Too Ser. Prob. Don't Know Ext./Very 
Ser. Prob.

68%

62%

53%

52%

51%

41%

Q3. Split Sample

I'd like to read you some problems facing Palo Alto that other people have mentioned.
Please tell me whether you think it is an extremely serious problem, a very serious problem, 

somewhat serious problem, or a not too serious problem in Palo Alto.

Housing costs, climate change and homelessness are concerns for majorities.



12%

12%

13%

16%

16%

12%

15%

26%

25%

23%

18%

16%

20%

14%

35%

37%

29%

24%

24%

33%

24%

26%

24%

33%

26%

39%

34%

38%

16%

5%

8%

Air pollution including smoke
from wildfires

The public health impacts of
the coronavirus

Traffic and congestion on
local streets and roads

Waste and inefficiency in
local government

Too much office and commercial 
growth and development

Crime, in general

The amount people pay in City taxes

Ext. Ser. Prob. Very Ser. Prob. Smwt. Ser. Prob. Not Too Ser. Prob. Don't Know
Ext./Very 
Ser. Prob.

38%

37%

36%

35%

32%

32%

29%

Q3. I'd like to read you some problems facing Palo Alto that other people have mentioned. Please tell me whether you think it is an extremely serious problem, a very serious problem, somewhat serious problem, or a not too serious 
problem in Palo Alto. Split Sample

Concerns about air pollution, public health, traffic, and crime are less-broadly 
shared.



9%

10%

8%

7%

5%

7%

16%

14%

16%

13%

14%

12%

9%

33%

23%

33%

20%

30%

32%

17%

39%

48%

39%

24%

49%

50%

65%

5%

5%

36%

Unsafe railroad crossings

Too much residential growth
and development

The condition of the local economy

The amount local businesses pay
in City taxes

The risk of wildfire

A lack of parking in
commercial districts

Airplane noise

Ext. Ser. Prob. Very Ser. Prob. Smwt. Ser. Prob. Not Too Ser. Prob. Don't Know
Ext./Very 
Ser. Prob.

26%

24%

24%

20%

18%

16%

15%

Q3. I'd like to read you some problems facing Palo Alto that other people have mentioned. Please tell me whether you think it is an extremely serious problem, a very serious problem, somewhat serious problem, or a not too serious 
problem in Palo Alto. Split Sample

Notably, more than one-third say they don’t know 
enough about taxes on business to offer an opinion.



Q3a, b, f, I, j & n-t . I'd like to read you some problems facing Palo Alto that other people have mentioned. Please tell me whether you think it is an extremely serious problem, a very serious problem, somewhat serious problem, or a not 
too serious problem in Palo Alto. Split Sample

Problem 2016 2020 2021 Difference
(2021-2020)

Crime, in general 6% 16% 32% +16%
The condition of the local economy 6% 13% 24% +11%
The amount people pay in City taxes 18% 19% 29% +10%

Homelessness 22% 44% 52% +8%
The amount local businesses pay in City taxes -- 13% 20% +7%

Waste and inefficiency in local government 17% 29% 35% +6%
Too much office and

commercial growth and development -- 34% 32% -2%

Unsafe railroad crossings -- 29% 26% -3%
Too much residential growth and development -- 32% 24% -8%

The cost of housing 76% 77% 68% -9%
A lack of parking in commercial districts 37% 30% 16% -14%

Traffic and congestion on local streets and roads 53% 53% 36% -17%

(Extremely/Very Serious Problem)

Crime has become a broader concern, though it is still much lower than in other 
communities.



Q9.

46%

49%

43%

34%

44%

39%

36%

33%

36%

38%

25%

29%

5%

9%

8%

11%

13%

12%

12%

6%

8%

8%

10%

16%

17%

Investing in community-owned assets 
like roads, community centers, libraries, 

parks, and public safety facilities

Maintaining the City's ability to fund 
basic City services

Restoring City services, such as library 
hours, recreational services, and adding 

police and fire services

Improving safety and reducing traffic at 
rail crossings

Funding affordable housing

Advancing the City's Climate Action Plan 
to help the community reduce

its carbon emissions

Very Acc. Smwt. Acc. Don't Know Smwt. Inacc. Very Inacc. Total 
Acc.

Total 
Inacc.

82% 15%

81% 15%

79% 19%

72% 23%

69% 28%

68% 28%

Voters see a wide range of rationales motivating a tax 
measure as “acceptable.”

I am going to read you a list of reasons the City may place a tax measure on the ballot.
Please tell me whether each purpose is an acceptable or unacceptable reason for raising new revenue. 



Q4 Split C & D. Do you think you would vote yes or no on such a measure? 

Definitely yes
Probably yes

Undecided, lean yes

Undecided, lean no

Probably no
Definitely no

Undecided

26%
33%

9%

2%
8%

16%

7%

Total 
Yes
68%

Total 
No

25%

Asked First

21%
30%

3%

6%
10%

19%

9%

Total 
Yes
54%

Total 
No

36%

Asked Last

Nearly seven in ten support the business license tax when they hear about it first.

It would create a business license tax on commercial property in the city, based on their
square footage, to pay for City services such as police, fire and emergency medical response;
road repair and transportation improvements; recreation, arts, and theatre programs, library and
community center hours, and shuttle service, affordable housing, and the City’s climate action plan.



32%

24%

21%

32%

34%

32%

19%

22%

29%

6%

8%

9%

6%

7%

6%

5%

5%

Small retail stores

All businesses under
a specified size

Grocery stores

Much More Lkly. Smwt. More Lkly. Makes No Diff. Don't Know Smwt. Less Lkly. Much Less Lkly.
Total
More
Likely

Total
Less

Likely

65% 11%

58% 12%

52% 11%

Q6. Split Sample

The structure of this measure has not been finalized. If it were written to exempt 
____________ from the tax, would you be more likely to support it or

less likely to support it? If it makes no difference, you can tell me that instead.

Most voters say various exemptions would make them more likely to back a 
measure.



Ext./Very 
Impt.
61%

60%

57%

55%

54%

52%

25%

22%

23%

29%

24%

24%

36%

38%

34%

26%

30%

28%

26%

31%

30%

21%

27%

26%

11%

8%

11%

21%

18%

20%

Homeless outreach and the safety, 
health, and cleanliness of downtown 

and commercial cores

*Preparing for natural disasters such
as earthquake or flooding

Fire staffing to improve emergency 
response times

*Providing affordable housing

Providing services for unhoused people

*Funding sustainability and
climate action plan goals

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt. Don't Know

Q10. *Split Sample

I am going to read you a list of more-specific ways in which funds generated by
a tax could be spent.  Please tell me how important each item is to you personally: 
extremely important, very important, somewhat important, or not too important. 

More specifically, they rate homeless outreach, natural disaster and emergency 
response as important investment categories.



Ext./Very 
Impt.

51%

46%

46%

44%

39%

39%

23%

20%

16%

16%

13%

13%

28%

26%

30%

28%

27%

26%

28%

32%

35%

32%

38%

32%

20%

20%

16%

23%

18%

27%

5%

*Providing subsidized housing for
low-income residents

Providing safer crossings at
railroad tracks for traffic, bicycles,

and pedestrians

Assisting small businesses

Police for investigations, traffic 
enforcement, and animal control

Improving and expanding parks as 
described in the Parks Master Plans

Expanding the bicycle network

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt. Don't Know

Q10. I am going to read you a list of more-specific ways in which funds generated by a tax could be spent.  Please tell me how important each item is to you personally: extremely important, very important, somewhat important, or not 
too important.  *Split Sample

The bicycle network, expanded parks, and policing are relatively lower priorities.



Ext./Very 
Impt.

34%

34%

31%

29%

28%

27%

20%

11%

9%

10%

9%

8%

8%

6%

23%

25%

21%

21%

19%

20%

15%

35%

41%

33%

38%

40%

35%

30%

27%

23%

29%

31%

31%

26%

47%

7%

12%

Crosstown, Embarcadero, and other 
shuttle services

Recreation programs

Code enforcement services

Increased library hours

Arts and theatre productions

Renovating Cubberley Community 
Center as laid out in the Cubberly 

Master Plan
Implementing further Junior Museum 

and Zoo expansions

Ext. Impt. Very Impt. Smwt. Impt. Not Too Impt. Don't Know

Q10. I am going to read you a list of more-specific ways in which funds generated by a tax could be spent.  Please tell me how important each item is to you personally: extremely important, very important, somewhat important, or not 
too important.  Not Part of Split Sample

Fewer than three in ten highly value expansions to the Junior Museum and Zoo 
or renovations to the community center.
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