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Dear Mayor DuBois and Council Members:
 
Attached is a letter from Stanford University regarding this evening’s discussion regarding an
increase in the commercial linkage fee.  It reflects some aspects we hope you will consider with
respect to businesses in the Stanford Research Park.
 
Best Regards,
 
Jean McCown
 
 
Jean K. McCown
Associate Vice President
Office of Government Affairs
Stanford University
(650) 725 3329
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October	18,	2021	
	
Palo	Alto	City	Council	
Office	of	the	City	Clerk,	City	Hall,	7th	Floor	
250	Hamilton	Ave.	
Palo	Alto,	CA	94301	
	
	
Dear	Mayor	DuBois	and	Council	Members:	
	
RE:	Item	14	on	October	18,	2021	City	Council	Meeting:	COMMERCIAL	LINKAGE	FEE	
	
On	Oct.	18th,	the	Palo	Alto	City	Council	will	be	discussing	the	affordable	housing	commercial	
linkage	fee	feasibility	study	and	a	possible	increase	in	the	fee	amount	for	commercial/R&D	
development.		We	are	concerned	with	the	option	of	adopting	a	$68.50	per	square	foot	rate	
as	it	is	deemed	infeasible	in	many	instances	by	the	city’s	own	consultant,	it	is	out	of	scale	
with	the	average	fees	charged	in	neighboring	communities	and	does	not	align	with	the	
goals	the	Council	has	to	maintain	a	vibrant	economic	ecosystem	in	the	city.	


As stated in the staff report, the feasibility study shows smaller office projects are unlikely to be 
developed even at the current fee of $39.70, while more moderate projects may be only able to 
support an increase of up to $50 per square foot.  The recommendation of $68.50 assumes a 
prototype analysis for projects that are 1.0 FAR. However, for example, the entire Stanford 
Research Park is 0.40 and 0.30 FAR and the feasibility study concludes that it is infeasible to 
apply such a high fee for lower FAR projects. Therefore, we believe this fee may 
disproportionately impact the Research Park and we encourage the City Council to consider 
maintaining a lower fee for projects that are less than 1.0 FAR. 


Please	consider	the	consequences	of	setting	a	fee	that	is	out	of	scale	when	compared	to	
neighboring	jurisdictions.		The	feasibility	analysis	shows	most	Bay	Area	cities	have	set	their	
linkage	fees	within	the	range	of	$15	to	$30	per	square	foot.	Palo	Alto’s	neighboring	city	of	
Mountain	View	has	fees	between	$26-$30,	Redwood	City	has	a	fee	of	$20,	and	Menlo	Park	
has	a	fee	of	$18.		South	San	Francisco,	a	similar	community	focusing	on	R&D	and	the	
biotech	industry,	has	set	a	rate	of	$15.			
	
A	significantly	higher	fee	is	likely	to	discourage	types	of	businesses	that	could	be	desirable	
to	have	in	Palo	Alto	–	such	as	capital-intensive	businesses	in	a	variety	of	research	and	
development	fields	that	contribute	to	a	stable	economic	ecosystem.	We	are	concerned	that	
increased	fees	might	result	in	less	investment	and	partnership	in	Palo	Alto.	Stanford	has	
intentionally	worked	to	create	diversity	in	the	Research	Park	and	has	targeted	businesses	
that	are	capital-intensive	and	that	are	finding	innovative	cutting-edge	solutions	to	global		
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problems.	There	is	competition	to	attract	these	businesses	and	we	hope	Palo	Alto	can	be	a	
desirable	place	for	such	businesses.	
	
We	ask	the	Council	to	consider	the	cumulative	impacts	of	increasing	the	commercial	
linkage	fee	along	with	the	other	policies	the	City	has	proposed	including	development	caps,	
the	push	to	convert	commercial	properties	to	housing,	long	delays	for	city	permits	and	
approvals,	and	a	potential	significant	business	tax.	Collectively,	they	are	a	strong	
disincentive	for	businesses	to	stay	or	relocate	to	Palo	Alto.		We	encourage	the	Council	to	
create	and	implement	policies	that	help	promote	the	type	of	business	community	you	
would	like	to	see	in	Palo	Alto.		
	
Lastly,	we	ask	that	you	engage	more	with	the	business	community	before	passing	the	
ordinance.	Very	little	public	outreach	and	notifications	were	done	on	this	item	and	only	one	
public	hearing	has	been	set.		This	increase	in	the	fee	will	have	significant	impacts	on	small	
and	large	businesses	and	should	have	a	broader	engagement	effort	with	local	and	potential	
Palo	Alto	businesses.		
	
Thank	you	for	your	consideration.	Please	feel	free	to	contact	me	if	you	have	any	questions	
or	require	any	additional	information.	
	
Sincerely,	
	


	
Jean	McCown	
Associate	Vice	President,	Office	of	Government	Affairs	
Stanford	University	
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October	18,	2021	
	
Palo	Alto	City	Council	
Office	of	the	City	Clerk,	City	Hall,	7th	Floor	
250	Hamilton	Ave.	
Palo	Alto,	CA	94301	
	
	
Dear	Mayor	DuBois	and	Council	Members:	
	
RE:	Item	14	on	October	18,	2021	City	Council	Meeting:	COMMERCIAL	LINKAGE	FEE	
	
On	Oct.	18th,	the	Palo	Alto	City	Council	will	be	discussing	the	affordable	housing	commercial	
linkage	fee	feasibility	study	and	a	possible	increase	in	the	fee	amount	for	commercial/R&D	
development.		We	are	concerned	with	the	option	of	adopting	a	$68.50	per	square	foot	rate	
as	it	is	deemed	infeasible	in	many	instances	by	the	city’s	own	consultant,	it	is	out	of	scale	
with	the	average	fees	charged	in	neighboring	communities	and	does	not	align	with	the	
goals	the	Council	has	to	maintain	a	vibrant	economic	ecosystem	in	the	city.	

As stated in the staff report, the feasibility study shows smaller office projects are unlikely to be 
developed even at the current fee of $39.70, while more moderate projects may be only able to 
support an increase of up to $50 per square foot.  The recommendation of $68.50 assumes a 
prototype analysis for projects that are 1.0 FAR. However, for example, the entire Stanford 
Research Park is 0.40 and 0.30 FAR and the feasibility study concludes that it is infeasible to 
apply such a high fee for lower FAR projects. Therefore, we believe this fee may 
disproportionately impact the Research Park and we encourage the City Council to consider 
maintaining a lower fee for projects that are less than 1.0 FAR. 

Please	consider	the	consequences	of	setting	a	fee	that	is	out	of	scale	when	compared	to	
neighboring	jurisdictions.		The	feasibility	analysis	shows	most	Bay	Area	cities	have	set	their	
linkage	fees	within	the	range	of	$15	to	$30	per	square	foot.	Palo	Alto’s	neighboring	city	of	
Mountain	View	has	fees	between	$26-$30,	Redwood	City	has	a	fee	of	$20,	and	Menlo	Park	
has	a	fee	of	$18.		South	San	Francisco,	a	similar	community	focusing	on	R&D	and	the	
biotech	industry,	has	set	a	rate	of	$15.			
	
A	significantly	higher	fee	is	likely	to	discourage	types	of	businesses	that	could	be	desirable	
to	have	in	Palo	Alto	–	such	as	capital-intensive	businesses	in	a	variety	of	research	and	
development	fields	that	contribute	to	a	stable	economic	ecosystem.	We	are	concerned	that	
increased	fees	might	result	in	less	investment	and	partnership	in	Palo	Alto.	Stanford	has	
intentionally	worked	to	create	diversity	in	the	Research	Park	and	has	targeted	businesses	
that	are	capital-intensive	and	that	are	finding	innovative	cutting-edge	solutions	to	global		
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problems.	There	is	competition	to	attract	these	businesses	and	we	hope	Palo	Alto	can	be	a	
desirable	place	for	such	businesses.	
	
We	ask	the	Council	to	consider	the	cumulative	impacts	of	increasing	the	commercial	
linkage	fee	along	with	the	other	policies	the	City	has	proposed	including	development	caps,	
the	push	to	convert	commercial	properties	to	housing,	long	delays	for	city	permits	and	
approvals,	and	a	potential	significant	business	tax.	Collectively,	they	are	a	strong	
disincentive	for	businesses	to	stay	or	relocate	to	Palo	Alto.		We	encourage	the	Council	to	
create	and	implement	policies	that	help	promote	the	type	of	business	community	you	
would	like	to	see	in	Palo	Alto.		
	
Lastly,	we	ask	that	you	engage	more	with	the	business	community	before	passing	the	
ordinance.	Very	little	public	outreach	and	notifications	were	done	on	this	item	and	only	one	
public	hearing	has	been	set.		This	increase	in	the	fee	will	have	significant	impacts	on	small	
and	large	businesses	and	should	have	a	broader	engagement	effort	with	local	and	potential	
Palo	Alto	businesses.		
	
Thank	you	for	your	consideration.	Please	feel	free	to	contact	me	if	you	have	any	questions	
or	require	any	additional	information.	
	
Sincerely,	
	

	
Jean	McCown	
Associate	Vice	President,	Office	of	Government	Affairs	
Stanford	University	
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From: herb
To: Council, City; Clerk, City
Subject: October 18, 2021 Council Meeting, Item #14
Date: Saturday, October 16, 2021 5:49:45 PM

CAUTION: This email originated from outside of the organization. Be cautious
of opening attachments and clicking on links.

Herb Borock
P. O. Box 632
Palo Alto, CA 94302

October 16, 2021

Palo Alto City Council
250 Hamilton Avenue
Palo Alto, CA 94301

OCTOBER 18, 2021 CITY COUNCIL MEETING, AGENDA ITEM #14
COMMERCIAL LINKAGE FEE FEASIBILITY STUDY

Dear City Council:

The Commercial Linkage Fee Update Financial Feasibility
Analysis is a developer's self-serving document that hides a
developer's true rate of return on the developer's investment
by calculating return as the developer's yield on total cost
instead of calculating return as the developer's yield on
invested capital.

The typical financial analysis for a real estate development
project includes a cash flow spreadsheet that clearly
identifies the large return on invested capital due to a
project being highly leveraged by having most of the total cost
paid for with borrowed money.

The only time I recall that a developer showed the City Council
such a financial analysis was when developer Jay Paul was
attempting to get Council approval for a joint project on Park
Boulevard that would include a new Police Station.

When that financial analysis showed that the deal being offered
the City was not to the City's advantage, the Council rejected
Jay Paul's proposal.

I have never seen a developer make that "mistake" again.

The Feasibility Analysis bundles the value of land with other
cost items, but the actual cost of land varies among
developers.

For example, the Stanford Research Park is on land that was
acquired over a hundred years ago that cannot be sold because
the land is part of Stanford's Founding Grant.  What dollar
value should you assign to that land?

Stanford would like to assume a value for the land that is the
same as the value set by the current market for developable
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land, but Stanford's return on investment is not based on what
it would pay for the same land today, but the price that land
had when it was first acquired.

Stanford is not the only land owner and developer that has
"owned the dirt" for a long time, and it is misleading to
determine the feasibility of a commercial linkage fee based on
a land price that is not the true amount invested by the
developer who owns the dirt.

Thank you for your consideration of these comments.

Sincerely,

Herb Borock




