CBH - City Council Study Session 07/07/2009

CITY OF BEVERLY HILLS
STAFF REPORT

Meeting Date:  July 8, 2009

To: Honorable Mayor & City Council
From: Susan Healy Keene, AICP, Director of Community Development
Subject: Consideration of Changes to Medical Land Use Policy that Limits

or Prohibits New or Expanded Medical Uses in the City

INTROCDUCTION

This report identifies concerns associated with existing medical land use policy
and identifies options to limit or prohibit future medical uses on an interim or long
term basis. It is anticipated that the City Council would provide direction
regarding:

e The need for changes to existing medical land use policies

e Atimeline to implement a new policy

e An approach to limit or prohibit medical office use based on location within the
City or establishment on an area ‘cap’

BACKGROUND

On June 24, 2009, a General Plan Ad Hoc Committee meeting of liaisons of the
City Council (Mayor Nancy Krasne and Council Member John Mirisch) and the
Planning Commission (Chair Nanette Cole and Vice Chair Lili Bosse) met to
discuss medical office policies in the City. Previously, the City Council directed
that medical land use policy be evaluated in the General Plan update. However,
given recent changes in direction to that effort, it is unlikely that this policy would
be re-evaluated anytime soon and meanwhile, the City continues to receive
applications for new and conversion of medical office uses. The City’s current
formal policy, as established in the existing General Plan and the zoning
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ordinance allows or conditionally allows medical land uses in most commercial
districts in the City. .

The City Council has over time, expressed a desire to limit medical uses in the
City due to land use impacts and revenue implications. Previous council member
statements suggested that medical office uses be prohibited in the Business
Triangle, along certain portions of Wilshire Boulevard and west of Doheny or
Robertson Boulevard, however, none of these statements were ever translated
into formal city policy.

A recent increase in medical land use applications was in part, an impetus for the
General Plan Ad Hoc committee to meet. While the need for medical space in
the City has remained strong over the years, during the current economic
downturn, it is expected that more applications will be submitted as medical uses
generate higher rental lease rates than general office uses making them more
lucrative for property owners. The Planning Commission has recently approved
one medical expansion and there are two pending applications. Staff has had
additional conversations with other interested property owners to establish or
expand medical land uses.

The General Plan Ad Hoc committee recommends that the City Council direct
staff to immediately develop an ordinance that would, during the short term,
prohibit new or conversion to medical uses until such time that a longer term
poiicy can be established.

DISCUSSION

While medical office use is a
significant component of the
City's economic base, its fiscal
benefit to the City is modest in
comparison to the City's more | Medical Offices
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therefore contributes more to property and lease (business) taxes collected by
the City. However, general office uses generate more revenue to the City in the
form of higher business taxes, which is based on the number of employees.
General office uses typically have a higher number of employees relative to floor
area than medical office uses (both are professional businesses that are taxed
based on professional, semiprofessional, and nonprofessional employment). As
a contributor to the City's economy, health care's 926 businesses contributed
over $342 million (2008 payroll). In comparison, the City's 587 entertainment
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enterprises contributed over $836 million (2008, payroll).®  Entertainment
enterprises possess synergies with retail and hotel uses, which also contribute
significant revenues to the City. Medical office uses have limited synergy with
the other commercial uses® and contribute little to pedestrian activity and
character. In general, medical office uses also generate more traffic and parking
demand than general office uses,® which can impact nearby residential areas and
put an increased burden on existing traffic and parking resources. Surgical
centers also place increased demands on City emergency services.

City Council has expressed a desire that medical office uses be evaluated and
addressed in the land use policies to be updated in the General Plan (Step Il in
the efforts currently in progress). However, given that an increase in applications
for medical office is currently being observed, the Ad Hoc committee has
suggested that a more expeditious approach may be warranted in addressing
this issue in advance of the broader update of General Plan land use policies.

A more expeditious approach would likely result in some form of temporary
regulation that would limit or prohibit medical land uses in the City as directed by
Council. Some options for limiting land use include the following:

e Placing a limit or cap on the amount of new medical office floor area in the
City

o Specifying particutar areas of the City where medical office should be
restricted or prohibited

e Implementing a discretionary process to address the issues, which identifies a
specific set of circumstances in which medical office uses could be permitted

e Placing a temporary freeze on further medical office uses in the community

Each of the above options is considered temporary approaches to allow staff
sufficient time to further evaluate this issue. it is recommended that after the
short term approach is established, staff would study the impacts and benefits of
medical land uses in greater detail, including the types of medical uses in the
city, try to identify what would be an appropriate amount of land area dedicated
to medical uses in a city the size of Beverly Hills and consideration of the City's
proximity to a regional hospital. Staff would outreach to the business community
to gain their perspectives and insights as to recommended approaches fo
address the council’s concerns before permanent standards are presented.

® Beverly Hills Economic Sustainability Background Report, Muni Services/Burr Consulting,
January 2008.

Plastic surgery has some synergy with hotels, spa services, and heauty supplies, but cther
medical office uses interact more with drug stores, medical labs, and medical supplies.
Source:  Beverly Hills Economic Sustainabifity Background Report, Muni Services/Burr
Consulting, January 2008.

Based on average rates in Trip Generation, Institute of Transportation Engineers, 7" Edition;
Parking Generation, Institute of Transportation Engineers, 3" Edition.
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Based on this approach, staff would proceed first with an interim ordinance to
address the short term considerations. The interim ordinance will require formal
public hearings before the Planning Commission and presented to the Council.
Following this adoption, staff would proceed with the expanded analysis and
return with a formal text amendment andfor General Plan amendment as
appropriate.

FISCAL IMPACT

The fiscal impact of restrictions is not known at this time, but would depend to
some degree on the nature of the restriction proposed. In the short term it could
reduce the options available to owners on leasing commercial spaces and serve
as an impediment to leasing space, with a corollary loss of business income to
the City and increasing vacancy rates. These short term implications should be
balanced with longer term considerations, in which opportunities are reserved for
retail and general office uses that generate greater revenues to the City and
produce greater economic viability than medical office uses.

RECOMMENDATION

It is recommended that City Council consider whether it is appropriate to proceed
with a formal change in policy on medical office uses at this time. If the Council
deems it appropriate to implement a policy on medical office uses at this time, it
is recommended that staff be directed to prepare an interim zoning ordinance
(l.e. prior to the update of the General Plan land use policies) that would address
the use through some combination of the options cited earlier:

e Placing a cap on medical office space in the community

e Specifying particular areas of the City where medical office should be
restricted or prohibited

= Implementing a discretionary process to address the issues, which identifies a
specific set of circumstances in which medical office uses could be permitted

e Placing a temporary freeze on further medical office uses in the community
(until the issue can be further studied)

usan Healy Keene, AICP
; . Approved By
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