





the 1,000-acre swath of the Midtown plan. It largely concentrates
on promoting high-density housing, supporting retail and parks
clustered around the mass-transit portals.

Also working in favor of change was the location of Milpitas’
Great Mall of the Bay Area. With 1.1 million square feet, the
Great Mall is the region’s largest enclosed retail center. It is home
to a constellation of outlet stores including Saks Fifth Avenue
OFF 5th and Neiman Marcus Last Call Clearance Center. The
mall is also near the proposed BART station and the existing
light-rail stations, all of which connect the shopping center to
the larger Bay Area and extend the reach of this community.

The transportation plan, initiated in 2002 and approved
in June 2008, proposes 7,100 homes and apartments, almost a
million square feet of offices, 340 hotel rooms and just under
300,000 square feet of shopping.

Milpitas is unique in the Santa Clara valley. Nearly 60
percent of the community identifies itself as Asian, according to
the Census Bureau. That’s twice the rate in Santa Clara County
at large and about 12 percentage points more than neighboring
Fremont—another heavily-populated Asian community. Fifty-
one percent of those who lived in Milpitas from 2005 to 2007 told
the Census Bureau that they were not born in the United States,
and more than 60 percent speak a language other than English
at home. Three-quarters of the existing homes in Milpitas are
also single-family detached, making the high-density attached
housing planned for the Midtown region a substantial departure
from the past.

While changes in the economy have put many of the
proposed redevelopment projects on hold, the city’s economic
development manager, Diana Barnhart says that a couple of
them are still moving forward. Jim Murrar, an independent
developer, gained approval in June for Milpitas Station. That
project, located at Piper Station near the Montague Expressway,
will bring about 300 housing units to the area.

In addition, Integral Communities, a development company
with roots in Southern California that focuses on communities
in close proximity to employment centers, is looking at options
for a mixed-use development.

“The plan is expected to help create new housing for people
who work in Milpitas and want to live here;” says Barnhart.
Historically, Milpitas’ weekday population swells by the
thousands as workers arrive from various Bay Area cities and
towns. “It will also change the face of the city by balancing
residential elements from strictly north and east to a full circle
of well-planned residential developments. That should support

business development”
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Today the largest employers in Milpitas are Cisco Systems
Inc. and Lifescan Inc. Both have more than 2,500 workers in
town, according to the city’s web site. Other notable corporate
residents are hard-disk drive maker Seagate Technology LLC
and flash-memory product maker SanDisk Corp., which is
headquartered there.

Other areas of Milpitas also are expected to flourish in
the near future due to planned developments. For example,
Landmark Tower, a proposed $500-million, 375-unit mixed-use
residential, retail and office high-rise at 600 Barber Lane at the
former Billings Chevrolet site, was approved in November 2008.
It is expected to offer unmatched views of the North Valley. With
a completion date set for fall 2011, Landmark’s 18-story tower
would feature 14 stories of residential condos, four stories of
offices and three stories of basement parking. An attached eight-
story garage would also be constructed. The project would also
feature 148,805 square feet of shop space and 48,690 square feet
of offices.

Today’s economy makes it extremely unlikely that any major
development will start in Midtown in the next 12 months or
even in the months beyond that. Still, it’s not uncommon for Bay
Area cities to prepare themselves for economic rebound during
lulls by rethinking the zoning for large tracts to make them more
attractive to developers and ultimately prospective residents
and retailers. Plan, and they will come, appears to be a most
apt mantra for the approach, though only real life will prove the
theory in Milpitas and elsewhere. Bl



| e Affordable housing projects stall midstream
R 4 as California’s budget crisis seeps
W ~ into unexpected corners.
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By Jessica Saunders and Sharon Simonson

ffordable housing construction in California is coming to a screeching halt. At least 20 projects in the
nine-county Bay Area are on hold because of the state’s decision to delay bond sales, according to the
Non-Profit Housing Association of Northern California. That includes the 10th and Mission Family
Housing Project in San Francisco, a $71 million effort that has stalled mid-construction. It also includes four
Oakland projects valued at more than $55 million and the $35.5 million Peninsula Station in San Mateo.
At the same time, investor interest is waning sharply in the federal tax credits that often help fund affordable
projects. The result is a steep fall in the private money developers can raise for every dollar of promised federal
tax relief. In addition, the state’s redevelopment agencies, which also fund affordable development, face money

problems of their own.

The economic costs are staggering. In the Bay Area, affordable, or subsidized, housing is not just for the poor

or minimum-wage earners. Entry-level teachers and nurses can qualify for the benefit which is allocated based on
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Carol Galante, 2D area’s median income. Without appropriate housing nearby, workers can be forced to commute vast distances

president of Bridge Housing to find lower-cost housing, reducing productivity, encouraging sprawl, damaging the air and undermining family
Corp. in San Francisco ..
stability.

Top of Page: “It’s a real drag on the economy because the wage pressure on business to allow people to live in reasonable
East Bay Affordable Housing proximity to their jobs is very, very high,” says Jim Musbach, managing principal with Berkeley’s Economic &

Construction Site  pjanping Systems Inc.

Bay Area businesses have cited the region’s expensive housing and the related traffic problems as the area’s
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10th & Mission Family Housing WO most daunting problems for 25 years, he says.
in San Francisco Hundreds of jobs are being lost or put at risk. Affordable developers are jettisoning workers and scrambling to

find alternate financing. Some worry that the industry’s infrastructure—largely evolved over 30 years—is eroding.

Moreover, some projects face foreclosure because developers borrowed from private banks for construction with

the promise of permanent financing coming from the state. That permanent financing is now in question.
“[Foreclosure] is not imminent, but it could happen if this went on for six months or a year. We do have to

pay interest on the construction loans, and that’s expensive to maintain,” says John Lowry, executive director
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of Burbank Housing in Santa Rosa, which has six projects in limbo. “It could cause a number of nonprofits,
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including us, to go out of business.”

Burbank has laid off 20, half of its development staff, and will have
another round of job cuts, he says.

Jim Bergdoll, director of housing development for Habitat for Humanity
East Bay, says Habitat’s administrative and other carrying costs are rising
on various projects because the state has withheld money. His largest
project, a $9.25 million townhome development in Oakland, primarily for
very low-income first-time homebuyers, is out $1.6 million. The agency,
which is trying to avoid layoffs, is considering stopping construction
on a third of the 28 units, which would add more cost to their ultimate
development.

“Every extra month it goes on there are carrying costs and other
administrative costs to manage that. We are spending a lot of time just
trying to figure out back-up plans,” he says.

The state’s financial mess is only the start of the sector’s money
troubles. Investor appetite is declining for the federal tax credits that
also help finance new affordable construction because investors have less
income to shelter against taxes. A dollar’s worth of tax credits that sold for
as much as $1.10 two years ago is now selling for as little as 75 cents, says
Joe DeAnda, a spokesperson for the state treasurer. Some credits are not
selling at all, something that has never happened before.

The state has allocated $87.4 million in credits for 2009, he says.

Beyond that, local redevelopment agencies, which by California law
must use a portion of their revenues for affordable homes, are struggling
to float new debt in today’s dysfunctional credit markets. Further, the
state has clawed back some local redevelopment funds, undermining the
agencies’ ability to shoulder more debt.

The combined effect is daunting, says Carol Galante, president of
Bridge Housing Corp. in San Francisco, which built about 1,000 units in
2008. “Looking into [2009] is like looking into an abyss”

Bridge, a non-profit developer and one of the region’s largest affordable
builders, obtains and sells federal tax credits on most of its deals. Tax

credit investment historically brought in anywhere from 30 percent to 50

continued on page 16

“The situation is pretty dire.”

Julie Snyder, policy director for Housing California,
a statewide coalition that advocates
housing affordability

Marketplace Rules

Investors in affordable housing tax
credits command better returns,
but developers struggle.

One man’s floor is indeed another man’s ceiling.

Even as affordable housing developers are able to raise
less private money from the sale of federal tax credits,
investors in those tax credits are securing better returns
as competition for the credits eases.

Investors still in the market for tax credits are able to
command nearly double the internal rate of return
compared to two years ago. In 2006, that was around
5 percent after-tax; now it is more than 9 percent,
says Jim Francis, senior vice president and head of the
community development department at Union Bank
of California.

Global economic conditions are driving investors in all
asset classes to demand better returns, Francis says.
Potential risks specific to affordable housing include
financial trouble on the part of the developer, tenant
defaults, compliance with federal tax and affordable-
housing requirements, as well as a 15-year time horizon.
Although tax credits are given for 10 years, there is an
additional 5-year recapture provision requiring investors
to repay a portion of credits if a development goes under
in years 11 to 15, Francis says.

“You have to be confident you are going to be paying
taxes for a long time in the future” for affordable housing
tax credits to make sense, he says. “Secondly, you have
to be comfortable with the risk of the asset class.”

Risks are even higher in other parts of the country,
where there is less demand for affordable housing than
in California, he says. That's why Union Bank and other
investors are concentrating on standard projects in core
markets like the Bay Area, Los Angeles and San Diego,
sponsored by established developers.

Special-needs housing and so-called acquisition rehabs—
or overhauled existing buildings—are having even more
trouble finding investors, industry sources say.

In a normal year, investors nationwide dedicate between
$8 billion and $9 billion to affordable housing tax credits.
In 2008, that figure fell to between $4 billion and

$5 billion, says Matt Schwartz, executive director of the
California Housing Partnership Corp., a private nonprofit
that helps government and nonprofit housing agencies
preserve and expand the affordable housing supply.

Schwartz doubts that low-income housing tax-credit
investors face increased risks, saying the rental market
in California is healthier than in years past and remaining
investors are taking advantage of a constricted market.
The default rate for affordable housing developments is
“absurdly low,” he says.

“The conseqguence is there are half as many tax-credit
developments going forward, and the ones that are
going forward are being put through extraordinary
stress,” Schwartz says.

That suggests another adage could be in play:
When the going gets tough, the tough get going. ®



Bay Area affordable housing developments stalled or stopped
because of the freeze in state bond funding mandated by the
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SANTA ROSA

1. Colgan Meadows

Developer: Burbank Housing
Location: 3000 Dutton Meadow Rd.
Number of Units: 84

Total Development Cost: $27.5 million
Project Status: Pre-development

Population to be Served: Low and very
low-income households including
households with special needs

2. Catalina Townhomes

Developer: Burbank Housing
Location: 2740 Dutton Meadow Rd.
Number of Units: 60

Total Development Cost: $23.7 million
Project Status: Pre-development

Population to be Served:
Low-income first-time homebuyers

MARIN

3. Fireside

Developer: Citizens Housing
Location: 115 Shoreline Highway
Number of Units: 50

Total Development Cost: $27.4 million
Project Status: 95% complete

Population to be Served:
Formerly homeless seniors and families

SAN FRANCISCO

4. 10th & Mission Family Housing
Developer: Mercy Housing California
Location: 1390 Mission Street
Number of Units: 136

Total Development Cost: $70.9 million

Project Status:
Mid-construction (68% complete)

Population to be Served:
Families and formerly homeless families

5. Alabama Family & Senior Apartments
Developer: Citizens Housing

Location: 2949 18th Street

Number of Units: 117

Total Development Cost: $45.6 million

Population to be Served:

Formerly homeless persons, families
and seniors, at 15% to 50% of area
median income

SAN MATEO

6. Peninsula Station

Developer: Mid-Peninsula Housing Coalition
Number of Units: 68

Total Development Cost: $35.5 million
Project Status: Shovel-ready

Population to be Served: Families earning
30% to 50% area median income

UNION CITY

7. The Union City Intermodal Station
Developer: Mid-Peninsula Housing Coalition
Location: Union City BART Station

Number of Units: 160

Total Development Cost: $65.5 million
Project Status: Entitled/seeking financing

Population to be Served: Families earning
30% to 50% area median income

SAN LEANDRO

8. Ashland Village

Developer: Eden Housing

Location: 1300 Kentwood Lane
Number of Units: 142

Total Development Cost: $33.6 million

Project Status:
Closing scheduled for Feb. 17

Population to be Served: Extremely low
and very low income Project Based
Section 8 residents

OAKLAND

= 8 -

9. Altenhiem Phase Il

Developer: Citizens Housing

Location: 1720 MacArthur Blvd.
Number of Units: 81

Total Development Cost: $27.0 million
Project Status: Under construction

Population to be Served: Seniors earning
20% to 55% of area median income

10. Edes Avenue Homes, Phase B
Developer: Habitat for Humanity, East Bay
Location: 10800 Edes Ave.

Number of Units: 28

Total Development Cost: $9.3 million
Project Status: Mid-construction

Population to be Served:
Primarily very low-income

11. Fairmount Apartments

Developer: Affordable Housing Associates
Location: 401 Fairmount Ave.

Number of Units: 31

Total Development Cost: $11 Million

Population to be Served: Low income
families and special needs individuals

A1 1

12. Tassafronga Phase II

Developer: Oakland Housing Authority
Location: 1001 83rd Avenue

Number of Units: 20

Total Development Cost: $8.55 million
Project Status: Shovel-ready

Population to be Served: Very low-income
households that are homeless or at risk of
homelessness with an adult member with

HIV/AIDS

PITTSBURG

13. East Leland Court

Developer: Mercy Housing California
Location: 12555 East Leland Road
Number of Units: 63

Total Development Cost: $23.7 million

Project Status:
Mid-construction (70% complete)

Population to be Served: Families

STOCKTON

14. Gleason Park

Developer: Mercy Housing California
Location: 411 S. Stanislaus

Number of Units: 93

Total Development Cost: $26 million
Project Status: Shovel-ready

Population to be Served:
50% of area median income and below

Information gathered in Q4 of 2008. Provided by
Non-Profit Housing Association of Northern California.
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percent of each project’s total financing. Private debt made up
another 20 percent while redevelopment funds and other state
and local programs provided the remainder, Galante says.

At the height of the economic boom, the tax credit market
was so competitive, potential investors would guarantee their
prices for up to a year if the project was not ready to proceed,
Galante adds.

“Now [investors] want to re-price if the deal is not closed in
45 days,” she says. “The shoe is totally on the other foot. There is
less money and fewer investors”

Two of the biggest tax credit investors were federal mortgage
giants Fannie Mae and Freddie Mac, both of which exited the
market last spring. The credits were also popular with banks,
which get a 10-year tax deduction plus a bonus for compliance
with low-income lending requirements.

Today, there are fewer banks, and of those remaining, not all
are making enough money to need tax credits.

Unit production in California could drop by 30 percent
in 2009 compared with 2008, Galante estimates. Others are
more sanguine. Marcus Griffin, director of finance at Roem
Development Corp. in Santa Clara, a for-profit affordable
developer, believes the impact could be less, with production
falling a little as 10 percent.

“The situation is pretty dire;” says Julie Snyder, policy director

for Housing California, a statewide coalition that advocates

e

£

housing affordability.

How the industry itself will fare in the current turmoil remains
to be seen. Affordable developers have become a resource
for California, which has constant pressure to produce more
housing, says Burbank Housing’s Lowry. If too many agencies
fail or shrink precipitously, the structure will be weakened and
less functional.

In the last 30 or so years, a network of developers who
specialize in affordable construction has grown up in the Bay
Area, he says. Most of that specialization centers on the financing
structures for the deals, which is “unique and complicated,” he
says. Many agencies—like his—are strong and stable now; others
are less so.

Nonprofit developers are at greater risk than for-profit
companies, says Matt Franklin, president of Mid-Peninsula
Housing Coalition, a nonprofit and one of the largest affordable
developers in the Bay Area. “A lot of the affordable housing
developers in California are pretty thinly capitalized,” he says. “I
worry that these tough times could push some of them over the
edge”

Roem’s Griffinisn’t worried, however. He says the marketplace
will produce solutions naturally because market-rate developers
often turn to affordable housing during market-rate housing
downturns.

“Whoever leaves will be offset by people coming in,” he says. l
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Real Estate Descent Drags
California Cities Down

Spiraling property and sales taxes are going to
push some local governments to the brink.

y many measures, Vallejo is an outlier in

the San Francisco Bay Area. Perched on the

northeast fringe of the region as a whole,
the community retains a decidedly remote and small-
town feel. According to the Census Bureau, less than a
third of Vallejo’s workers are managers or professionals,
compared to nearly halfin San Francisco and 40 percent
in Oakland and San Jose. Unlike most Bay Area cities,
its housing prices might even be considered reasonable,
particularly with their 50 percent decline since 2006 to
a median of $200,000.

So when Vallejo City Hall took the rare step of
declaring municipal bankruptcy in May, Bay Area
residents were stunned, yet most saw the town’s
problems as largely its own.

Now, nearly a year into court proceedings and
even farther into the most frightful U.S. economic
contraction in generations, early perceptions about
Vallejo are giving way to a sobering reality: It is likely
not such an outlier after all.

In recent months, other Northern California
communities—all small and remote—have said that
bankruptcy is an option they, too, are forced to explore.
Even big cities with tremendous resources such as San
Francisco and San Jose are battling to cut costs fast
enough to keep pace with falling revenue.

“There are dozens of cities that are going to be in
the same condition as Vallejo,” says Lloyd de Llamas,
a former city manager and current partner at HdL
Cos., a sales and property tax advisor to hundreds of
California cities, counties and redevelopment agencies.
“They are not all going to go bankrupt, but it is going to
force them to find different ways to provide services”

That may mean expanding the sales tax from goods
to include services, as well. It may also mean con-
solidating city functions such as libraries, fire fighting
and police work among neighboring towns, something
that has traditionally been politically unpalatable.

Unfortunately for the state’s citizens, real estate is
the epicenter of the current economic collapse, and
California cities are exceptionally tied to real estate’s
fortunes. Sales and property taxes each deliver on
average more than 20 percent of cities’ revenues for
basic services such as police and fire, the most expensive
and critical local responsibilities.

Property values across the board are showing
Even after an awful 2008,

tremendous strain.

shopkeepers continue to suffer steep sales declines,

By Sharon Simonson

cutting sales taxes and eroding cities’ property tax base
as retail centers’ values deflate in tandem. Car dealers,
historically the most prolific sales tax producers,
have seen the pace of sales fall in all of the last three
years including a 14 percent drop in 2008. Dozens of
dealers have gone out of business, and dozens more
are expected to follow. How soon their land gets
redeveloped remains to be seen.

Since 2001, more than $111 billion in offices,
apartment buildings, hotels and shopping centers
traded hands in the San Francisco metro area, according
to New York’s Real Property Analytics. How much of
that taxable value is now at risk will be known only
in hindsight. By California law, taxable value cannot
exceed market value, and as owners discover they have
overpaid, they will line up to have their assessed values
lowered. Meanwhile, housing values, even in San
Francisco and other previously insulated communities,
continue to erode.

To date, Northern California has escaped the full
brunt of the economic contraction. That will change
this year, says Howard Roth, chief economist for the
state’s finance department, which advises the governor.
“We are going to see higher unemployment and bigger
job losses in the Bay Area,” he says.

How many California cities ultimately declare
bankruptcy is, of course, difficult to predict. Deterior-
ating city services will almost certainly put more
pressure on property values as amenities such as
manicured parks and aggressive code enforcement
fall away. Already in Vallejo, the board of Realtors is
recommending that members disclose the town’s
bankruptcy to potential buyers as a long-term threat to
the value of area homes. Edward Lange, chief financial
officer of San Francisco-based BRE Properties, a

PER CAPITA DEBT LOADS

CITY 2004 2005 2006 2007*
San Francisco | $2,176 | $2,485 | $2,638 | $2,665
San Jose $857 | $1,066 | $1,150 | $1,220
Oakland $2,231 | $1,815 | $2,829 | $2,662

Northern California’s largest cities carry substan-
tial amounts of debt serviced by the same general
operating fund that supports police, fire, parks
and other basic city services. (*By Fiscal Year)

Source: Moody'’s Investors Service
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More than $100 billion in commercial real estate traded hands in the
Bay Area from 2001 to 2008. Properties sold at the market high are
most vulnerable to price declines and loss in taxable value.

* Properties includes offices, industrial and retail buildings, hotels and apartments
Source: Real Capital Analytics Inc.

publicly traded apartment REIT, cited Vallejo’s bankruptcy when he told analysts on a
conference call Feb. 4 that BRE sold a 560-unit complex there for less than it wanted.

The Vallejo bankruptcy also is laying bare the details of a coming violent and powerful
storm that has brewed for years in communities across the state: The conflict between
cities and employee unions over how to finance the often-rich pay and retirement packages
that have been promised to workers, mostly police and fire fighters. Vallejo declared
bankruptcy only after negotiations with union leaders to modify existing contracts failed
to find compromise.

The dispute is far from peripheral for other cities and even has indirect ties to real
estate. Its resolution could become legal precedent, and union lawyers are fighting
vigorously to preserve the employee agreements. They maintain that Vallejo is hiding
millions of dollars on its balance sheet and is not in fact bankrupt. The judge has ruled
against the unions, and an appeal from that order is now underway.

Tellingly, the largest unsecured creditor to Vallejo is the California Public Employees’
Retirement System, whose own real estate and investment losses are adding to California
cities’ woes. CalPERS has told member cities that their contributions may have to be
increased to ensure the giant money manager can meet its obligations. When it filed for
bankruptcy, Vallejo owed the retirement system more than $215 million. That is roughly
three times the town’s projected $72 million in operating revenue this year, down from
$83 million a year ago, in part due to a $1.8 million decline in sales taxes. Vallejo Mayor
Osby Davis, a 63-year-old lawyer who took office in December 2007, says other California
cities are fooling themselves if they don’t recognize Vallejo as a precursor.

“We are not unique;” he says. “We are just the first to the bankruptcy door. Others will
follow unless they can change their collective-bargaining agreements”

Those agreements often contain what Osby calls “growth centers” such as accrued
employee vacation and sick time, which can produce payouts of $300,000 and more to
a single employee upon departure from city payrolls. Those growth centers are ticking
financial time-bombs for which many cities aren’t accounting and have proved devastating
to Vallejo, he says.

Also devastating to the town has been the loss of retail sales caused in part by the
economic downturn. When Wal Mart Stores Inc. closed its Vallejo doors in 2007, the city
lost not only one of its largest sales-tax generators, but also one of its largest property tax
payers. The town now has lost the local Ford dealer, a Mervyn’s, a Linens ‘N Things and
a Cost Plus World Market.

“Even if we can get significant reductions in labor costs [through the bankruptcy],
we don't foresee ourselves being able to afford what before had been considered the
minimum level of police and fire” service, says Finance Director Robert Stout. “The

changes are going to be real” W

ECONOMY

“There are dozens of cities
that are going to be in the
same condition as Vallejo.”

Lloyd de Llamas,
a former city manager and current partner at HdL Cos.,
a sales and property tax advisor

Bbove:
Downtown Vallejo Storefront and Café
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Survival Strategies for
Bay Area Hotel Owners

A San Francisco investment advisor’s
guide for the Bay Area’s hotel sector.

By Mark H. McDermott

t’s time for some tough love in the hotel real estate market. The

multi-year party that investors enjoyed through 2007 came to an

abrupt end last year, and we are due for some even more serious
realism this year. That said, in the Bay Area, there is a silver lining in the
lurking dark clouds.

The hotel and resort sector will be affected deeply during this
recession. We know that there is a high degree of positive correlation
between lodging demand and GDP performance. And global economic
changes are quickly felt at the hotel property level because hotels lease
rooms often only for a single night, unlike the rest of the commercial
sector, and hotel tenants can cancel with only a few hours’ notice.
Complicating matters, travel of all types is down, and it’s happening at a

time when the financial crisis is hitting harder than ever.

Now more than ever is a time to
collect—and more importantly,
to use the wealth of available
industry data.

Moreover, market conditions are changing quickly. Our research
affiliate recently lowered—for an unprecedented second time in two
months—its national estimate for 2009 revenue per available room to
-7.8 percent from a previous estimate of - 4.3 percent. It also extended
its estimate for industry recovery to the second quarter of 2010 from a
previous estimate of Q3 2009.

In spite of the global economic headwinds, it is important for
regional hotel owners to remember that the Bay Area has strong real
estate fundamentals. Our firm recently ranked San Francisco one of
the best cities to buy and own hotels in the near term noting its high
barriers-to-entry, relatively small increase in new supply and diverse
demand base, among other factors.

Against this backdrop, Bay Area hotel owners should implement a
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survival strategy for the purpose of weathering the near-term gyrations
until the region’s inevitable economic recovery takes hold. This task will
challenge many who have enjoyed the recent years of relative prosperity,
although there are some fairly easy tactical steps each hotel owner can
take.

BECOME A DATA JUNKIE, THEN ACT

Now more than ever is a time to collect—and more importantly,
to use—the wealth of available industry data. Bay Area hoteliers know
that there are distinct differences between the area’s major sub-markets
(San Francisco, San Jose/Silicon Valley and Oakland/East Bay), but third-
party data also allows owners to monitor a specific competitive group of
hotels within each submarket.

With the changing market, optimal revenue management will be of
critical importance, and owners should look beyond typical data sources
and be prepared to move quickly. For example, they should monitor not
only the convention calendar but also convention cancellations and actual
versus expected attendance. 2009 was originally expected to be the second-
best year ever for Moscone Convention Center in San Francisco, however
recent cancellations by Cisco Systems Inc. and Network Appliance Inc.
have removed over 40,000 room nights from the pipeline.

Even more problematic is the possibility of reduced attendance
at future conventions due to corporate restructuring and layoffs. By
understanding these drivers, hoteliers should have well-conceived back-
up sales tactics and be ready to implement immediate plans to combat the
loss of room nights.

Today’s marketplace also creates longer-term opportunities to
enhance asset value by re-branding. As the credit crisis postpones, if
not purges, new projects that have not already begun construction,
franchisors should be open to brand conversions to re-fill their growth
pipeline. Repositioning your property to fit your marketplace better could

yield long-term benefits as the market turns.

GET BACK TO THE BASICS: NOI WILL DRIVE
REAL ESTATE VALUE IN THE YEARS TO COME

Current property net operating income will be the key metric for a
sale or a loan in the immediate future. Gone are the days of transacting
at low, single-digit cap rates by selling blue skies ahead and a value-added
future plan.

For operators, this emphasis on present performance places a premium
on the efficient execution of operating fundamentals in the form of sales,
customer service and cost containment. Hotels that generate meaningful
revenue from food and beverage services, spas, golf courses and even
parking should focus on total revenue management and offer packages
that bring guests into the hotel. On the cost side, owners that closely
monitor demand trends (e.g., cancelled conventions) will also be able
to minimize costs in the areas of labor, procurement, utilities and other
operating expenses.

Owners not directly involved in day-to-day operations need to actively
asset-manage their third-party hotel management companies. If you don’t
use an experienced third-party firm, you should consider hiring one,
especially if you are an accidental hotel owner such as a lender with a
distressed asset or an investor that had originally planned an exit in 2008.

REVISIT YOUR CAPITALIZATION
Most owners are probably aware of the significant capital challenges
for hotel assets and all commercial real estate, for that matter. Few

conventional lenders are in the market, and those that are lending are
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conservative. But even if you have no plans to sell or refinance, you should maintain flexibility.
Markets like today’s can force an unexpected sale, for instance, if an equity partner needs
liquidity. As a result, hotel owners need to be aware of their capital structure and keep their
options open. What are your non-financial loan covenants and could they be breached if the
economy continues to stagnate or decline? When does your loan mature? Are you aware of
any equity partners that have, or could have, liquidity problems? Are you facing a brand-
required renovation? It’s never too early to meet with your lender or financier to explore

these questions and prepare strategies so you are not caught off guard.

GET DEALS DONE WITH FORWARD THINKING

Warren Buffett’s mantra is: Be greedy when others are fearful. Similarly, hotel investors
should recognize that today’s tough environment should produce unique acquisition
opportunities. Owners who acquired Bay Area assets during our last recession in the early
part of the decade have for the most part achieved outstanding returns for their investors.

A buyer’s market implies it’s tremendously difficult to be a seller. But better deals for
sellers can be facilitated with creative deal structures. For instance, today’s credit crisis
represents a huge challenge for even the most qualified buyer. Therefore, seller financing can
be offered, not only to facilitate a sale, but also to maximize the deal terms for the seller.

Sellers might also consider a lease-purchase option or sale of an equity stake. The
former may benefit an owner who now prefers to be more passive while the latter may be
a good option for an owner that faces major property renovation. Whatever the specific
circumstances, creative thinking can get a deal done.

While the near-term economic climate is unquestionably challenging, investing in and
owning a hotel in the Bay Area can be a profitable undertaking over the long term, provided
that owners roll up their sleeves and take the many necessary steps to mitigate risk and

maximize value. H

Mark H. McDermott can be reached at 415.288.7815 or at mark.mcdermott@pkfc.com.

HOSPITALITY

Market Performance of the
Three Major Bay Area Markets

SAN FRANCISCO / PENINSULA / MARIN

0CCUPANCY

AVERAGE REVPAR

2005 $128.95 $92.66
2006 $142.11 $103.68
2007 $152.40 $114.48
2008E $162.76 $124.63
2009F $165.59 $122.63

OAKLAND / EAST BAY

0CCUPANCY AVERAGE REVPAR
2005 63.0% $86.88 $54.70
2006 65.9% $92.08 $60.70
2007 69.3% $97.36 $67.46
2008E 66.7% $99.33 $66.30
2009F 63.5% $98.64 $62.63

SAN JOSE / SOUTH BAY
YEAR 0CCUPANCY AVERAGE REVPAR

2005 61.6% $110.50 $68.07
2006 68.2% $126.81 $86.48
2007 70.7% $137.70 $97.35
2008E 68.2% $133.21 $90.85
2009F 65.3% $131.35 $85.77

E = full year estimate based on year-to-date performance
F= PKF forecast; RevPAR = Revenue Per Available Room

Information courtesy of PKF Capital
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WORD ON THE STREET

What opportunities are emerging for
your company during the economic
downturn, real developments that
people aren’t focused on but

probably should be?

Our competitors are going after our customers
aggressively, so we need to make sure we are
communicating with them and they are happy.
That is working for us, but we have to keep
doing it.

Patrick Daly, AIA
Principal,

Woods Bagot

The current economic
crisis affords us the
opportunity to push
W beyond our traditional

roles and practices. The architects who survive
will be those who are flexible enough to
become part of their clients’ strategic thinking
while also being open to working with other
architects. Everyone is looking to reduce short-
term expenses but thoughtful developers,
building owners, and even public-sector entities
are repositioning for the future. For architects,
this is a chance to move up the strategic
decision-making chain. As a global practice,
this means actively helping our overseas
clients with strong financial resources to
identify and navigate investment opportunities
in the United States—including distressed
properties and new development sites. It

also means helping building owners identify
strategic improvements that will enhance their
properties’ marketability when we emerge from
this recession. Internally, we are collaborating
more. Through technology, three offices on
three continents are contributing to a project
in Dubai. And we are actively talking with
other firms—architects, consultants, builders,
developers—about new models for collectively
marketing and delivering our services.
Although these shifts are born out of a certain
necessity, they have the potential to influence
how we work long after the economy recovers.

At that time, rents had spiraled so high with
the dot com run-up, then dropped overnight,
sometimes four-fold, creating a huge delta
between market rent and the rent tenants were
contractually obligated to pay. In this recession,
while rents are dropping, the difference
between contractual rates and market rates is
not anywhere near as great. Companies have
less cash, fewer options to obtain cash, but
better prospects for future profitability. On
the other hand, landlords have few prospects
for new tenants and a growing vacancy rate,
but not near the demand for workouts by their
tenants as existed in 2001. Many users are not
growing and are not in trouble yet. For tenants
needing less space and reduced costs to ride
out the economic downturn, the opportunities
for experienced real estate attorneys to help
these companies modify their leases with their
landlords or loans with their lenders abound.

Julie A.

Frambach, Esq
Shareholder, Hopkins & Carley,
A Law Corporation

For real estate
transactional attorneys,

the opportunities in
this market are workouts, with an eye toward
avoiding both litigation and bankruptcy. For
commercial real estate landlords and tenants,
this recession is different from the one in 2001.

Martin Kindred

Director of Business Development,
Richlen Construction

Richlen has worked
through many
downturns. While we
maintain our focus and

customer service with existing clients, we also
have turned our attention to a few other market
segments. We are going after base-building
upgrades such as lobby improvements or
mechanical systems improvements. Upgrades
like this can make a building more competitive.
We are also targeting and getting maintenance
and renovation work because no one is doing
new construction right now. However, our
primary concern remains protecting our
position in the market, because it’s much more
expensive to rebuild market share than it is to
maintain it. If we don't take steps to protect
our share, we may find it impossible to return
to the position we once held when business
picks up again. We talk more to our existing
customers and ask them what they want. We
don’t assume anything, but deliver exactly
what our customers and prospects request.

Janine McCaffery
Construction and

Real Estate Department,

Wells Fargo Insurance Services

The economic downturn
has forced all companies
to hunker down and

focus their attention on core business practices
and values. We strive to support our clients in
areas where they find opportunities and in

that way are growing our business, too. To that
point, my clients are focused on green business
opportunities in energy generation, land
reclamation, building, transportation, consumer
products, recycling and technology as well as
securing their core business of real estate and
development. Their initiatives are in lock-step
with Wells Fargo’s own commitment to integrate
environmental responsibility in to our business
practices and to operate our own business more
efficiently. We also believe the economic turmoil
has re-established the importance to clients of
doing business with quality, stable partners.

We are using this time to remind clients of

our diligence, discipline, strength, safety and
security. We believe those commitments serve
us well today and help us to build long-lasting
relationships with new partners and customers
that will benefit us for years to come.

James Nunemacher
Principal,
Vanguard Properties

With the economic
downturn, Vanguard
Properties has seen a

substantial increase in
the number of agents interested in joining our
firm. Many are leaving larger corporate and
more bureaucratic firms. We believe the surge
in interest from agents is a product of the
current market and the marketing approach that
Vanguard takes. The marketplace has created

a more sensitive and cautious environment
that requires attention to the personal needs

of buyers, sellers and agents. You have to step
out of the box and do something different

to get buyers’ attention these days. We love
entrepreneurship; we love to help agents have
their own identity, and we help them to create
that. In the last six months, Vanguard has
added 16 seasoned agents to our existing group
of 65. All of the new agents bring a tremendous
base of clients with them, which in turn is

helping Vanguard to expand its own business. l
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Passing The Time

A Bay Area real estate
recruiter’s perspective.

By Bill Whitlow

s the big economic and psychological shocks of

Fannie Mae, Freddie Mac, Bear Sterns, Lehman

Brothers Co., General Growth Properties
and others continue, and unemployment and corporate
bankruptcies spread, it’s difficult to believe an economic
bottom is near. Yet, until a bottom is found, real estate deal
flow will continue to be near zero—outside the purchase
of deeply distressed debt and some hard assets.

As a consequence, our prognosis for workers in the
industry over this year and the next is a grim one. We
believe companies will continue to slash overhead through
downsizing. The now-superfluous jobs in development
and transactions have been eliminated, and we now ex-
pect a second wave of layoffs as firms eliminate even more
jobs across all functional areas to cut costs further. Re-
gional outposts will likely be shuttered, and consolidation
will emerge as a prevalent strategy to stay alive. Today,
company leaders simply hope to tread water and survive
long enough to re-position themselves for growth into the
eventual economic and real estate recovery.

One of the few positives for workers in the industry is
that real estate assets don’t go away. People will always be
needed to lease, manage and account for them. Loan and
property portfolios may lose value or change hands, but
professionals will continue to be in demand to perform
core functions.

That said, we expect selective hiring to continue.
Strong companies with dry powder will opportunistically
take advantage of this once-in-a-lifetime market correc-
tion and the distressed opportunities it will provide. In-
deed, some companies are looking for executives with the
training and expertise to evaluate and buy troubled debt.
Other firms see this period as a time to acquire some of
the strong talent available at bargain prices, in particular
those skilled in asset and financial management.

But, as we expect uncertainty to remain the norm
throughout our industry, we offer these insights and
encouragements:

If you still have your chair, keep it at all costs. If you
fear you are not viewed as a valued member of your orga-
nization, seek ways to join the ranks of the A-list players
within your firm.

If you are unemployed or have reasons to believe that
you may be, consider the following:

First, in spite of the available talent glut, there are
firms that still value the multi-faceted and adaptable
skills that best athlete candidates bring to jobs. These are
the professionals who demonstrate deep and broad real

estate knowledge and feel like a good cultural fit for

organizations. To improve your prospects as such a candi-
date, emphasize your broad experience. Beyond your re-
sume, provide these employers with a list of transactions
and projects you have led or in which you participated.
Such a list creates a different narrative of your experience.

Second, uncertain times can be the ideal moment to
jump in as an entrepreneur. Consider embracing the knife’s
edge. Alternatively, position yourself as a consultant, tar-
geting companies that have imposed broad layoffs. Some-
times, after such a move, firms discover they've thrown
out the baby with the bathwater and created holes in their
collective knowledge. And valuable consultants can easily
become valued employees when times improve.

Third, take stock of your best resources, your former
bosses, peers and other professional friends. Deepen those
existing relationships with calls, coffee or hand-written
notes. At the same time, make an effort every day to broad-
en your overall base of contacts.

Fourth, develop a multi-pronged strategy to identify
opportunity. Employ a more shotgun approach to your
current geography and use a rifle shot for the national part
of your search if you are sufficiently mobile to consider re-
location.

Fifth, know that behind the scenes, people, assets and
companies are getting reshuffled and traded, and in that
change lies your future. Make every effort to stay informed
about what is going on through the press and professional
friends. That way, when the door opens, you will be pre-
pared to pounce. At the same time, be patient, as this will
not likely occur before 2010.

Regardless of who or where you are, take time to re-
flect on your career, your key skills and experiences, and
what achievements have been the most rewarding. If you
are unemployed, it may be the opportune time to explore
jobs that are a drastic departure from your background and
experience. Offer your expertise to companies or trade as-
sociations on a part-time consultative basis or volunteer at
a relevant non-profit. This approach will provide you with
new contacts and colleagues and give you a perch from
which to assess your true interest.

Finally, consider retaining a career coach who can help
you uncover and align your strengths and motivations or
a campaign manager to supply industry-specific advice
and strategy and can help you to map and manage your
job search. l

Bill Whitlow can be reached at 415.433.1630 or
bill@terrasearchpartners.com.

RECRUITING

Today, company
leaders simply
hope to tread
water and survive
long enough to
re-position
themselves for
growth into

the eventual
economic and
real estate
recovery.
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San Francisco’s
Quiet New Supervisors

New members join Board of Supervisors
during city’s difficult times.

By Aimee Lewis Strain

ith four newly seated members, a new historic pre-
servation commission and a radically changed busi-
ness environment, the San Francisco Board of Super-
visors faces a new reality in 2009.

What the altered context means for the city’s beleaguered developers
is a question on many minds.

“Given [their] budget crisis, will supervisors see development as
an opportunity to do what the city doesn’t have money to do [itself]?”
asks San Francisco land use attorney Brett Gladstone. “Or will they
see development fees and infrastructure improvement in conflict with
neighborhood preservation?”

San Francisco enjoyed five consecutive years of rising investment in
new construction from 2003 through 2007. More than $33 billion in new
private-sector work began in the city during those years, according to
the Construction Industry Research Board.

Moreover, some of the state’s largest architects and contractors make
San Francisco their home. San Francisco-based Hathaway Dinwiddie
Construction Co. handled projects valued at nearly $1 billion from
2006 through the first 10 months of 2008, making it the sixth-largest
general contractor in the state, according to McGraw-Hill Construction.
Architects SmithGroup and Anshen and Allen each handled some $750
million in new construction work in the same time, putting both in the
top ranks of their profession as well.

Now, with new development all but virtually dead, and its economic
stimulus lost, industry leaders and advisors are asking themselves if
supervisors will make concessions to get the ball rolling again, if for
no other reason than their own financial straits. Joseph Perkins, chief
executive and president of the Home Builders Association of Northern
California, believes they may have to do so. Roughly half of the new
private-sector development in the city from 2003 through 2007 was
housing-related.

“I think it is unsustainable to continue to have the same fees and
de facto fees to get projects built,’ given San Francisco’s sky-high
development fees and the current state of the housing market, Perkins
adds.

The city should follow Oakland’s lead in extending entitlements as
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Eric Mar, District 1
John Avalos, District 11
David Campos, District 9

Below:
San Francisco Mayor Gavin Newsom

another way to relieve cost burdens for developers, he says. Oakland
added two years to building rights on projects that have been approved
but delayed for one reason or another.

Perkins also would like to see a temporary fee deferral until the
economic downturn ends.

“To impose these fees at the front end makes projects untenable,” he
says. “It would be a daunting task to get a fee rollback, but at the very
least it would be nice to adopt a fee deferral until certificate of occupancy
has been issued”

Members of Perkins’ association build more than three-quarters of

all new homes in the region.

The city will have a lot to wrestle
within the next few years.

The board’s newly elected supervisors—Board President David Chiu
in District 3, Eric Mar in District 1, David Campos in District 9 and
John Avalos in District 11—could not be reached for comment. Staff
members said they were unavailable and declined to answer questions
on their behalf.

Anton Qiu, a principal with broker TRI Commercial Real Estate
Services Inc. in the city, agrees that the state of the economy will weigh
heavily on development there.

“We're in a once-in-a-lifetime recession, and I personally do not see
that there will be any significant, large projects since the financing is not
out there,” Qiu said.

Qiu has been involved in many large-scale projects, including 1401
Market St., which was purchased by condo developer Crescent Heights
for a major high-rise residential project that would include 715 units in
two towers. Qiu also worked on 260 Fifth St. at Folsom, which was sold
to Avant Housing and is the proposed site for 466 new condominiums.

San Francisco has gotten a bad rap, he says, because there are such
high costs to do business in the city. High property taxes and one of the
highest minimum wage scales tends to drive away large corporations,
especially in this type of economy, he said.

Still, significant planning decisions, which will control development

Board President David Chiu, District 3
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in the city for many years to come, lie before the mayor and the new
board. The two largest are Treasure Island and the Hunters Point Shipyard
redevelopment projects, both spearheaded by troubled public builder
Lennar Corp.

Plans for Treasure Island call for about 5,500 units of housing in several
low-rise buildings, restaurants and a ferry terminal facing San Francisco.
Proposals also include organic and wind farms and a sophisticated transit
system both on the island and for travel off of it.

Meanwhile, a $2 billion financing plan was approved in early December
by San Francisco Mayor Gavin Newsom for the redevelopment of a
770-acre site at Candlestick Point and the Hunters Point Shipyard. Plans
include thousands of new affordable housing units, the largest parks
project since the creation of Golden Gate Park, and area-wide transit
improvements that will not use money from the city’s General Fund. The
plan also earmarks about $100 million in private financing for construction
of a new San Francisco 49ers stadium, should the franchise choose to build
in that location. Lennar has committed to making more than 30 percent of
an estimated 10,000 planned housing units affordable.

Many have high expectations for what the supervisors will value as
most important when deciding on those projects’ build out.

“I hope they look to a balance between environmental issues, pairing
land-use with transportation in a forward-thinking way and a desire to make
sure plans are eQiutable to include housing at all levels of affordability;” says
San Francisco Planning and Urban Research Association Deputy Director
Sarah Karlinsky.

So far, so good, Karlinsky said. Board President Chiu has professed his
“car-free” lifestyle, Mar uses his Geary Corridor bus rapid transit pass, and

at a recent SPUR event, Campos was seen handing out his business card,
while clutching a fast pass in his other hand, she said.

“Transit is the backbone of the city, and it makes me very hopeful that
the supervisors are behind the city’s transit-first policy, since we are trying
to build a city that has sustainable transportation choices,” she said.

Another task before the board will be learning to balance the city’s
historic preservation values with competing demands. In November
2008 San Francisco voters approved Proposition J, which replaced a nine-
member Landmarks Preservation Advisory Board with a seven-member,
mayoral appointed Historic Preservation Commission.

The new commission has the authority to make recommendations
directly to the Board of Supervisors, bypassing the Planning Commission,
on the designation of landmark buildings, historic districts and significant
buildings. The commission’s decisions will impact developers who want to
do business in San Francisco because once an historic district is established,
it becomes more difficult to make use of vacant sites within it.

What's clear within all of these competing forces is that the city will have
a lot to wrestle with in the next few years. The slumping housing market
and life after a substantial development boom will take some getting used
to. It may take some creative solutions for the board and city developers to
bring back more robust economic times.

“This board takes a more intimate role in terms of development
decisions than any comparable body of any city in America,” says the
homebuilders’ Perkins. “It wrestles with issues on the ground. They have
already got a blueprint in place, which is to continue to encourage green-
building practices to make San Francisco the greenest urban area in the
country” l
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DESIGN | BAY MEADOWS

“The only way we
could convince
people that the

project made sense
was to say we
would get a much
higher proportion
of people using
public transit.”

Keith Orlesky,
Wilson Meany Sullivan’s
director of design for the Bay Meadows project

Bbove:
Keith Orlesky at Construction Site

Model Depicting Bay Meadow’s Development

Below:
Rendering of Town Square
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A Design of Common Sense
San Mateo’s largest development begins to take shape.

By Crawford Frazer

ven a cursory glance around the Bay Area real estate market reveals the varied ways

developers are trying to lure customers. From zero-percent introductory rates on mortgage

loans or package deals including washer, dryer and refrigerator to the rise of real-estate
auctions, owners and builders are searching to make their properties attractive. In San Mateo, real
estate investment and development firm Wilson Meany Sullivan (WMS) is banking on a more old-
fashioned dictum at its Bay Meadows development: Practicality.

Situated between Highway 101 and El Camino Real at San Mateo’s southern end, the 83-acre Bay
Meadows is a master-planned community that will offer up to 1,500 townhomes, condominiums
and single-family residences, 1.25 million square feet of offices and as much as 150,000 square feet
of shops and restaurants. San Francisco-based WMS is development partner to the community’s
owner, Bay Meadows Land Co.

The development’s design, anchored to the west by Caltrain lines and a rail station, is driven by
two overriding, but related, missions—removing cars from San Mateo’s streets, both within the Bay
Meadows development and outside of it, and getting the new residents and office workers out of their
cars and on to transit, says Keith Orlesky, WMS’s director of design for the Bay Meadows project.
Toward these ends, the community’s overall site design and architecture are conceived first with an
eye toward making the walking experience extraordinary.

“To do that, we need a great public environment,” Orlesky says.

A large portion of the development is slotted for open space. The plan calls for a 12-acre
community park and two, 1.5-acre linear parks. Residential buildings will be set slightly back from
the sidewalk to allow room for stoops and gardens. For the office buildings, the exteriors will be made
of warmer materials like terra cotta, and glass will be used judiciously. “A sheer reflection curtain wall
is not comfortable to a pedestrian,” Orlesky says.

Paul Milana, partner in charge for Cooper, Robertson & Partners, the firm appointed by WMS
to oversee the master-planning efforts, says of the overall theme, “We wanted it to feel responsive
to climate...and also to local palettes and colors” He and Orlesky toured San Mateo with the other
seven architects who worked on the project to gain an understanding of the city’s architecture.

Paul Woolford, director of design for HOK, the architecture firm that was heavily involved in the
design of the retail and office component of the development, says the architects learned what had
worked in San Mateo but were also “encouraged to be forward-looking”

Woolford describes the style of his buildings as “contemporary contexturalism.” The goal of
making the streets “pedestrianized” will be achieved in part because “the street is always activated.”
The terra cotta exteriors allow a play of light and shadow, what Woolford calls “facades responsive
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to their environment” A pedestrian approaching from the south will get
an impression of solidity, while one walking from the north sees “a more
transparent skin”

But of at least equal importance for the development’s success is the
relationship of the community to Caltrain, as Bay Meadows is adjacent to
a new planned station for the anticipated express rail. This is where the
objectives of WMS and the city converge.

“The big overarching problem we had in the San Mateo community
was the fear of more traffic,” Orlesky says. “The only way we could convince
people that the project made sense was to say we would get a much higher
proportion of people using public transit” than is typical.

Darcy Forsell, senior planner for the City of San Mateo, emphasizes
that one of the key determinants for the city was to build higher-density
housing as close as possible to the transit system.

WMS depended heavily on market research, including studies showing
that office workers will walk shorter distances to a train than residential
users. The architects also viewed the project in terms of what Milana
describes as “pedestrian sheds.

“Most people will walk somewhere if it’s within a five-minute walk,
which is one pedestrian shed,” he explains. “When transit is available,
people will walk 10 minutes” Consequently, about 800,000 square feet of
offices—the greatest occupant densities planned for the development—are
closest to rail. The buildings play an additional role as a buffer from the
noise and sight line of the rail for the rest of the development.

Milana also notes that all streets and blocks are short enough to be
“walkable”

Cutting traffic within the development was not enough to meet the
city’s requirements, however. “The city said, ‘Regardless of what you do,
you must improve existing traffic conditions,” Orlesky says. To that end, the
site plan adds one new north-south connecting street and two new east-
west connecting streets to provide a better link between Bay Meadows and
the larger community. The east-west connections, at 31st Avenue and 28th
Avenue, will travel under the raised rail lines. An existing at-grade crossing
at 25th Avenue will also be made to go underneath the train tracks. The net
effect will reduce traffic 22 percent on heavily traveled Hillsdale Boulevard,
which leads directly to the Hillsdale Shopping Center and integrate Bay
Meadows into San Mateo proper as seamlessly as possible.

The city seems satisfied thus far. “In terms of the larger growth plan for
the city, it definitely fits,” Forsell says.

The eventual financial success of Bay Meadows will obviously depend
on attracting home buyers who want to be a part of the development and
bringing in companies that believe the environment will suit their workers.
By San Mateo standards—it is a community of approximately 100,000
residents now—Bay Meadows is large, adding an estimated 5,000 new
residents and thousands of additional workers when it is finally completed.
It is the “biggest, single development project in the city at this point,” Forsell
says.

Orlesky says WMS remains confident in the community’s ability to draw
interest, despite the current economic environment and the $25 million
cost to gain the entitlements alone. Moreover, it has time: The company’s
development agreement with the city has been set for 17 years, compared
to the typical three-year-term.

“This site is so good that there is no question that when we look at
places likely to recover soonest, San Mateo and this site in particular are
likely to be among the first,” he says.

Woolford is confident, too. “It’s the finest example of mixed-use

development in Northern California,” he adds. l

New Look — More Member Benefits

NAIOP San Francisco Bay Area Chapter
membership includes more benefits than ever
before. Our organization provides access to issues
vital to your business:

o Response to the credit and capital crisis
by providing trends and studies to the
government on the vital role commercial real
estate plays in the economy

o Protecting your interests with strong
advocacy efforts that safeguard you from
public policies adverse to commercial real
estate

o Timely economic insights and
information on surviving tough markets and
being prepared for the upswing, presented by
seasoned industry veterans who have endured
past downturns

o Exceptional member services including
professional development resources and
support during the uncertain economic climate

42 Years of Partnership with
Successful Developers

Chapter membership is comprised of the Bay
Area’s leading owner/developers and a wide
variety of service providers. We offer members
access to the following areas of interest:

e Networking
e Education
e Legislative Affairs

For more information on membership, go to
www.naiopsfba.org or contact Rob Bickel at
rbickel@sovereigninvestment.com.

NAIOP

COMMERCIAL REAL ESTATE
DEVELOPMENT ASSOCIATION

SAN FRANCISCO BAY AREA CHAPTER
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You want the good news?

Try affordability!

by Rob La Eace

here is only so much bad news our psyche
can take. By virtue, folks just don't like to
dwell on the negative for long. The human
mind needs to be reminded of the positive. It needs
to know there is hope. Hmmmm, ‘hope’..there’s that
word again. I must say I'm not a political person,
but regardless of your political views, it’s clear the
Obama camp put together an incredible marketing
campaign that resonated with the public. At a time
when Americans didn't have a lot to feel good
about, they delivered a product people needed and
love: Hope. Heck, even animals need hope. Urban
Search and Rescue (USAR) dogs are conditioned to
work tirelessly under difficult conditions to search
for trapped victims after disasters. Not unlike
their handlers, our blessed furry friends become
frustrated and exhibit signs of depression should
they not successfully find a trapped victim. Thus,
every so often the handlers have to hide themselves,
so that the dogs can find them. They need to know
there’s hope.

So, you may be asking yourself where am I going
with all this? Well, as our focus for the March issue
is affordable housing I thought I'd point out a silver
lining to this large, dark, menacing cloud that looms
above us daily. It’s one of those I've-got-good-news-
and-I've-got-bad-news type stories. The media has
done a great job of keeping us abreast of all the bad
news. There’s not much we can do about that, though.
So, let’s focus instead on the good news. The good
news is that affordability is on the rise. In the year
2000, The National Association of Home Builders
(NAHB) study indicated that a median income
family in the U.S. could only afford 10.3 percent of
San Francisco homes. The data for 2008 indicates
that the number is now up close to 17 percent. Great
news. Our road to recovery, however, will be a long
one, and there will be several plateaus along the
way. Statistics such as these do hint toward a move
in the right direction. To restore homeostasis to our
market, we need an environment with a larger pool
of ready, willing and able buyers.

Two years ago, if new buyers contacted you and

explained that they were interested in a property

in a nice area for under $500K, you would sadly
need to explain to these good people that there
simply wasn’t much in San Francisco to show them.
HA! Not the case now. Taking a look at what most
would consider very nice areas (Pacific Heights,
The Marina, Cow Hollow, Presidio Heights, Nob/
Russian Hill, North Beach and North Waterfront), I
found that as of February 14th there were 26 active
properties to show between $250,000 and $550,000.
Of these, 14 were under $500K! $500K deals don’t
quicken your pulse, ya say? I'm sure we can dig up
a couple of fellow agents in North Cupcake, Iowa
that are probably spending their 12th straight week
showing a $75,000 dollar short sale. So, I think what
I'm trying to say is...things could be worse.

More than this, the $500K price-point often
reserved for pied-a-terre and first time buyers can
be one of the most rewarding areas of real estate
in which to work. Don't you love that feeling when
you get a first time buyer into that first home?
And are they not some of our more appreciative
clients? And can they not be some of your biggest
cheerleaders—spreading your name around town?
Good stuff. Applying some additional energy to the
more affordable section of our market makes even
more sense when you see that last year the amount
of million dollar homes sold in our state dropped
significantly. According to one DataQuick analysis,
in San Francisco, we sold 167 $1M+ priced homes
in 2008 compared to 209 $1M+ price homes sold
in 2007, a 20 percent drop. Danville dropped from
selling 424 in ’07 to only 213 in 08, and Mill Valley
dropped from 301 in '07 to 178 $1M+ homes sold
in ’08, each roughly half of the preceding year’s
volume.

So my friends, as lyricist Johnny Mercer sang,
"You've got to ac-cent-tchu-ate the positive, ee-lim-
inate the negative”” Staring up at the gloomy clouds
above us, I see our silver lining of affordability. When
the Bay Area market turns, it will be the sales in the
$500K to $800K range that likely lead the charge.
When folks in this price point start spending, it will
clearly indicate a return of confidence to our nation’s

homebuyers. Until then, there’s always hope. B

Rob La Eace can be reached at 415-290-7228 or rob@roblaeace.com.
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Silicon Valley Dinner (Left)

The Silicon Valley Dinner held on February
12th featured high level commercial real estate
executives Christopher Peatross, Equity Office
Properties, Mel Souza, Panattoni Development,
Don Little, Opus West, and Barry DiRaimondo,
Legacy Partners and was moderated by Luis
Belmonte, Seven Hills Properties.

THE NORTHERN CALIFORNIA CHAPTER OF THE

SOCIETY OF INDUSTRIAL AND OFFICE REALTORS (SIOR)

Holiday Event & Annual Awards (Below)

The Northern California Chapter of the Society
of Industrial and Office Realtors (SIOR) recently
held their Holiday Event and Annual Awards
dinner in San Francisco December 11th. They
announced their 2009 Board of Directors, the
scholarship recipients and the 2008 Award
winners for the largest leases and sales in the
office, R&D, industrial and land categories.

Corporate Executive Panel: Mel Souza, Panattoni Development; Barry DiRaimondo,
Legacy Partners; Christopher Peatross, Equity Office Properties; Don Little, Opus West.

The Chapters Annual Sponsors: Michael Lloyd, Past President; Nancy Morse, President;
Marc Farhang, Washington Mutual; Heather Bosanac, The Registry; Dan Anderson,

AMB Property Corporation; Barbara Morrison, TMC Development; Doug McGregor, AMB;
Gary Drew, Ware Malcomb; John Schwartz, Sam Clar; Jim Terry, Ware Malcomb

Above: Michael Lloyd (center) of
Colliers International congratulates the
2008 award recipients for the largest
office lease: John Buckel, Capital
Development and John Robbins,
Carpenter Robbins

Left: The 2009 Board of Directors: Stephen Kapp,
Cornish & Carey, Member at Large; Tim Ruffin, Colliers,
Treasurer; Rich Scherer, Colliers, Co-Chairman of
Membership; Nancy Morse, Grubb & Ellis, President;
Tom Tyler, Colliers, Co-Chairman of Membership;

Skip Vanderbundt, Cornish & Carey, Secretary;

Bruce Wirt, Colliers, Past President; John Fondale,
Cornish & Carey, Vice President; Michael Lloyd,
Colliers, Immediate Past President

Left: Scholarship Winners:
Ryan Bernudez, UC Berkeley;
Valerie Harper, Fresno State
University; Aaron Marchand,
Sacramento State
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Left: Over 150 attended the
fair at the Ferry Building

Below: Suzanne Harris, Gardener’s Guild; Lily
Madjus and Susan Tensfeldt, SFPUC talk with
Rita Hernandez, Ghirardelli Square

Below middle:
Cushman &
Wakefield’s Jose
Guevera explains
how the awards
program works

Below right:
Able’s Jeff Corvi
and Sean Kelly

Right:

Cass Contreras,
CleanSource Inc,;
Donna Fuller,
Kimberly-Clark;
Cathy Yarger and
Fred Kalbrosky,
WAXIE

Sanitary Supply
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BOMA SAN FRANCISCO SUSTAINABILITY FAIR

On Thursday, January 29, BOMA

San Francisco’s Environment Committee
hosted a Sustainability Fair at the iconic Ferry
Building. The open-format workshop gave
commercial building operators tips on a wide

variety of “green” practices and set the stage
for BOMA’s 2009 EARTH Awards. Property
Managers and Green vendors mingled with
the common goal of increased participation
in this year's EARTH Awards program, which
measures environmentally-friendly business
practices in more than half a dozen different
domains. Over 150 attendees left the Fair with
a higher level of enthusiasm for implementing

Left: WAXIE’s

Cathy Yarger talks
green cleaning with
The Swig Co.’s
Lindsay Schamber
and Jenna Hattersley

Right:

Peggy Sheehan,
Cushman & Wake-
field and Chris Wong,
The Swig Company

green business practices in office building

management, and for showcasing their efforts Right: Sustainability

by entering BOMA’s EARTH Awards contest.
Winners will be announced at a special BOMA
luncheon at the Hotel Nikko on April 22, 2009.

Fair organizers Sarah
Maclintyre, Wilson
Meany Sullivan; Ken
Cleaveland, BOMA
SF; Chris Wong,

The Swig Company;
Zach Brown, Equity
Office; Donna Fuller,
Kimberly-Clark; Cass
Contreras,
CleanSource, Inc,;
Stephany Cull,
RetroCom Energy
Strategies, Inc.; Jose
Guevara, Cushman &
Wakefield
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Announcing cica

1st Annual Commercial Interiors Contractors Awards

Come join us on 9-9-09 for the 1st annual commercial
interiors contractors awards (cica) in San Francisco.

Be part of a far-reaching event that will recognize excellence
and achievement amongst the commercial contracting
industry in the San Francisco Bay Area.

When: 9-9-09
Where: Masonic Auditorium

1111 California Street, SF, CA 94108
Time: 5:30pm ~ 9:30pm

Proceeds from this event will go to the cica-sf foundation, which
will give back to the community through renovation / upgrade of
public facilities in the San Francisco Bay Area.

For further information, please contact Michael Ma (event chair)
at mma®@tcco.com, (415) 830-7870

Check us out on the web at www.cica-sf.com; and the LinkedIn
CICA group at http://www.linkedin.com/e/gis/1756567

General Contractor Award Submissions are due on 4-30-09

{

" == X

( : I ( : a commercial interiors }]:I,grrtkl:égfﬂ //M/gﬂatiﬂ(het )
contractors awards Z X

www.cica-sf.com

Yernon rcRegistry Turner = Interiors




january february march april may june july august september october november december

2=3

Build It Green hosts a Certified Green Building
Professional Training from 8 a.m.- 5 p.m. at Oakland
Scottish Rite Center, 1547 Lakeside Dr., Oakland.
Members cost $400 and non-members $450.
Register online at www.builditgreen.org.

2=7

Build It Green hosts a GreenPoint Rater-New Home
with Certified Green Building Professional Training
from 8 a.m.- 5 p.m. at Oakland Scottish Rite Center,
1547 Lakeside Dr., Oakland. Members cost $850
and non-members $900. Register online at
www.builditgreen.org.

3

CREW Silicon Valley will host a monthly luncheon
program featuring a live taping of a KLIV 1590 radio
show starting at 1:30 a.m. at The Silicon

Valley Capital Club, Knight Ridder Building,

50 W. San Fernando, Ste. 1700, San Jose. There is

a strict dress code so no jeans please. Members
cost $55 and non-members $65. Register

online at www.crewsv.org or contact Chris Blair

at 785.832.1808 ext. 205 or Claudia Folzman at
408.282.1080 with questions.

4

ULI San Francisco will host an event Navigating the
Transition: Finding Opportunities in a Down Market
from 4 p.m.- 6 p.m. at Tishman Speyer, 555 Mission
St., 33rd Floor, San Francisco. This is a members-
only event. The cost is $25 for members and $10 for
students. For more information or to register online,
go to www.ulisf.org.

NAIOP San Francisco Bay Area Chapter will host a
Developing Leaders Brown Bag lunch from 12 p.m.-
1 p.m. at Marcus & Millichap, 750 Battery St., 5th
Floor, San Francisco. This event is only available for
members and drinks and dessert will be provided.
Register online at www.naiopsfba.org.

USGBC Northern California Chapter will host an
event featuring Expanding the Triple Bottom Line—
Energy Efficiency and LEED for Existing Buildings:
Operations and Maintenance from 5:30 p.m.-8 p.m.
at Moss Landing Marine Labs, 8272 Moss Landing
Rd., Moss Landing. Members cost $10 and non-
members $15. For more information, contact
paul@usgbc-ncc.org or go to www.usgbc-ncc.org
to register online.

SPUR will host a noontime forum featuring Urban
Waterfronts in Belgium and the Netherlands at
12:30 p.m. at SPUR, 312 Sutter St., (at Grant St.),
Fifth floor, San Francisco. Feel free to bring a
lunch; the event is free for members and $5 for
non-members. Go to www.spur.org for

more information.

SPUR will host an evening forum featuring new
District 3 Supervisor: David Chiu from 5:45 p.m.-
7 p.m. at SPUR, 312 Sutter St., (at Grant St.), Fifth
floor, San Francisco. There will be a wine and
cheese reception following the talk by Mr. Chiu.
Go to www.spur.org for more information.

IFMA Silicon Valley will host a FM Roundtable
Luncheon from 11:30 a.m.- 1 p.m. at Nortel Café 2,
4655 Great America Pkwy., Santa Clara. Members

cost $20 and non-members $30. Contact Ralph
Buchanan at 408.226.0190 or admin@ifmasv.org
with questions.

4-7

Build It Green hosts a GreenPoint Rater-New Home
Training from 8 a.m.- 5 p.m. at Oakland Scottish Rite
Center, 1547 Lakeside Dr., Oakland. Members cost
$550 and non-members $600. Register online at
www.builditgreen.org.
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5

Hanson Bridgett LLP will host a Sustainable Busi-
ness Leadership Forum: Bay Area Green Building

Innovation at 5:30 p.m.-8 p.m. at Hanson Bridgett
conference facilities at 425 Market St., 26th floor,
San Francisco. Pre-registration is required, space
is limited and admission is $45. Register at
www.hbsustainable.com.

SPUR will host a noontime forum featuring

The Dilemma of Older Buildings at 12:30 p.m. at
SPUR, 312 Sutter St., (at Grant St.), Fifth floor,

San Francisco. Feel free to bring a lunch; the event
is free for members and $5 for non-members.

Go to www.spur.org for more information.

BOMA Silicon Valley will host a membership
luncheon from 11:30 a.m.-1 p.m. at Holiday Inn,
Mediterranean Room, San Jose. Visit
www.boma-sv.org for more information.

USGBC Northern California Chapter will host
BAyYLUG: Energy Modeling for Successful LEED
Projects from 5:30 p.m.-7 p.m. at USGBC-NCC,

130 Sutter, Ste. 600, San Francisco. Complimentary
pizza and beer will be provided, and a $10
donation is appreciated. Register online

at www.usgbc-ncc.org.

6

SPUR will host a noontime forum featuring
Economic and Real Estate Outlook at 12:30 p.m.

at SPUR, 312 Sutter St., (at Grant St.), Fifth floor,
San Francisco. Feel free to bring a lunch; the event
is free for members and $5 for non-members.

Go to www.spur.org for more information.

IFMA Silicon Valley will host a special event Day
with a Facilities Professional starting at 12 p.m. at
Yahoo, 701 First St., Sunnyvale. Contact Debbie
Gary at 408.342.0790 or dgary@apt4power.com.

USGBC Northern California Chapter and Microdesk
will host a workshop Turn your Revit Template
Green from 9 a.m.- 4 p.m. at USGBC-NCC, 130
Sutter, Ste. 600, San Francisco. Members cost

$445 and non-members $595. Register online at
www.usgbc-ncc.org or contact Alicia Peman-Dupier
at info@usgbc-ncc.org with questions.

10

USGBC Silicon Valley Chapter will host an event
Water World: Purple, Gray or Blue in Your Future?
from 5:30 p.m.-7:30 p.m. at Granite Rock Design
Center, 1505 S. De Anza Blvd., Cupertino. Members
cost $15 and non-members $30. Register online at
www.usgbc-ncc.org or contact Paul at
paul@usgbc-ncc.org with questions.

SPUR will host a noontime forum featuring the topic
Can Microfinance help solve the current economic
crisis? at 12:30 p.m. at SPUR, 312 Sutter St., (at Grant
St.), Fifth floor, San Francisco. Feel free to bring a
lunch; the event is free for members and $5 for
non-members. Go to www.spur.org for

more information.

BOMA San Francisco will host a BEEP Seminar
3-Energy Efficient Audit Concepts and Economic
Benefits from 11 a.m.-1 p.m. at PG&E/The Pacific
Energy Center, 851 Howard St., San Francisco.
There will also be a webinar delivered over the
Internet in real time. Members cost $99 and
non-members $125. Visit www.bomasf.org to
register or for more information.

11-14

BOMA San Francisco will host a course on Design,
Operation and Maintenance of Building Systems,
Part 1 from 8 a.m.- 5 p.m. at Lower Level Conference
Center, 44 Montgomery St., San Francisco.
Members cost $950 and non-members $1050.
Register online at www.bomasf.org.

11

USGBC-NCC San Francisco Chapter will host an
event Turning Green Into Gold-Saving Money
through Green Building Strategies from 5:30 p.m.-
7:30 p.m. at USGBC-NCC, 130 Sutter, Ste. 600,

San Francisco. Members cost $15 and non-members
$30. Register online at www.usgbc-ncc.org or
contact Bob Rudd at bob@separtners.com.

SPUR will host a noontime forum featuring The
Future of Downtown San Francisco at 12:30 p.m.

at SPUR, 312 Sutter St., (at Grant St.), Fifth floor,
San Francisco. Feel free to bring a lunch and the
event is free for members and $5 for non-members.
Go to www.spur.org for more information.

12

SPUR will host a noontime forum featuring a Report
on the Chinatown Community Development Center
at 12:30 p.m. at SPUR, 312 Sutter St., (at Grant St.),
Fifth floor, San Francisco. Feel free to bring a lunch
and the event is free for members and $5 for non-
members. Go to www.spur.org for more information.

BOMA San Francisco will host the BOMA Young
Professionals St. Paddy’s Day Networking Mixer
from 5:30 p.m.- 8:30 p.m. at Holding Company,
2 Embarcadero Center, Promenade Level, San
Francisco. This is a members-only event and the
cost is $20. Register online at www.bomasf.org.

BOMA Oakland/East Bay will host a luncheon in
Walnut Creek. Visit www.bomaoeb.org for more
information.

BOMA Silicon Valley will host a Water Quality and
Use Seminar and Tour from 1:30 p.m. - 5:00 p.m.
Visit www.boma-sv.org for more information.

13

BOMA Silicon Valley will host a course on Facilities
Planning and Project Management from 8:30 a.m.-
4:30 p.m. at Adobe Systems, Alexa Training Room,

West Tower, 2nd Floor, 345 Park Ave., San Jose.
This course will run for four consecutive Fridays.
Members cost $695 and non-members $900. For
more information send an email to bob@boma-sv.
org or register by going to www.boma-sv.org.

USGBC Northern California Chapter will host a
LEED for New Construction Technical Review from
8:30 a.m.-5 p.m. at StopWaste, 1537 Webster St,,
Oakland. Register online at www.usgbc-ncc.org or
call 202.742.3820 with questions.

USGBC Northern California Chapter and Microdesk
will host a workshop Indoor Environmental Quality
with Revit from 9 a.m.- 12 p.m. at USGBC-NCC, 130
Sutter, Ste. 600, San Francisco. Members cost $220
and non-members $295. Register online at www.
usgbc-ncc.org or contact Alicia Peman-Dupier at
info@usgbc-ncc.org with questions.

SPUR will host a noontime forum featuring City-
Works: Transforming New Orleans at 12:30 p.m. at
SPUR, 312 Sutter St., (at Grant St.), Fifth floor, San
Francisco. Feel free to bring a lunch; the event is
free for members and $5 for non-members. Go to
www.spur.org for more information.

127

BOMA Oakland/East Bay will host a Going Green
101 Seminar from 8:30 a.m.- 10:15 a.m. at Scott’s Sea-
food, #2 Jack London Square, Oakland. Continental
breakfast will be provided and this event is free, but
registration is required. For more information call
510.893.8780 or register online at www.bomaoeb.org.

SPUR will host a noontime forum featuring Next
Steps for the Central Subway at 12:30 p.m. at SPUR,
312 Sutter St., (at Grant St.), Fifth floor,

San Francisco. Feel free to bring a lunch and the
event is free for members and $5 for non-members.
Go to www.spur.org for more information.




18

SPUR will host a noontime forum featuring Surveys
and Preservation Plans: What We've Learned at 12:30
p.m. at SPUR, 312 Sutter St., (at Grant St.), Fifth floor,
San Francisco. Feel free to bring a lunch; the event

is free for members and $5 for non-members. Go to
spur.org for more info.

ULI San Francisco will host a brownbag luncheon
Why Not Thrive in Turbulent Times? from 12 p.m.-
115 p.m. at CBRE, 101 California St., 44th Floor, San
Francisco. Free members-only event. Go to toulisf.org
or call 800.321.5011 to register or for more info.

19

SPUR will host a noontime forum featuring Implica-
tions of SB 375 for San Francisco at 12:30 p.m. at
SPUR, 312 Sutter St., (at Grant St.), Fifth floor,

San Francisco. Feel free to bring a lunch; the event
is free for members and $5 for non-members.

Go to spur.org for more info.

CREW East Bay will host a monthly luncheon from
11:30 a.m.-1:30 p.m. at Scott’s Seafood Restaurant,
1333 N. California Blvd., Walnut Creek. Complimentary
valet parking is available. Members cost $45; non-mem-
bers cost $60. Register online at eastbaycrew.org. or
send guestions to eastbaycrew@crewnetwork.org.

19-20

IFMA Silicon Valley will host a CFM Exam Review
class from 8 a.m.-5 p.m. at SAP, 3412 Hillview Ave,,
Caribbean Room, Palo Alto. Contact Ralph Buchanan

at 408.226.0190 or admin@ifmasv.org with questions.

20

BOMA San Francisco will host a Ethics is Good
Business Short Course from 8 a.m.- 4 p.m. at

Lower Level Conference Center, 44 Montgomery St.,
San Francisco. Cost is $400 for both members and
non-members. Register online at bomasf.org.

24

SPUR will host a noontime forum featuring Existing
Buildings and Disaster Resilience at 12:30 p.m. at
SPUR, 312 Sutter St., (at Grant St.), Fifth floor,

San Francisco. Feel free to bring a lunch; the event
is free for members and $5 for non-members.

Go to spur.org for more info.

ULI San Francisco will host a New Member
Welcome Breakfast from 7:30 a.m.- 8:30 a.m. at
AMB Property Corporation, Pier 1, Bay 1,

San Francisco. Bagels and coffee will be provided
at this free event for new ULI members. Go to
ulisf.org to register online or for more info.

25

SPUR will host a noontime forum featuring
Greening Paris at 12:30 p.m. at SPUR, 312 Sutter St.,
(at Grant St.), Fifth floor, San Francisco. Feel free
to bring a lunch; the event is free for members and
$5 for non-members. Go to spur.org for more info.

USGBC-NCC East Bay will host a Kickoff: Spring
Into Green for Future Generations- A Planning
Perspective from 5:30 p.m.- 8 p.m. at Lesher

Center- Knight State 3 Theatre, 1601 Civic Dr.,
Walnut Creek. Register online at usgbc-ncc.org or
contact Paul at paul@usgbc-ncc.org with questions.

IFMA Silicon Valley will host a monthly meeting
Diversity in the FM Profession from 5 p.m.-8 p.m.
at Blue Coat Systems, 420 N. Mary Ave., Sunny-
vale. Contact Ralph Buchanan at 408.226.0190 or
admin@ifmasv.org with questions.

26

BOMA San Francisco will host a membership
luncheon from 11:30 a.m.- 1:30 p.m. at The City Club,
Main Dining Room, 155 Sansome St., 11th floor,

San Francisco. Members cost $55 and non-members
$70. Register online at bomasf.org.

26

SPUR will host a noontime forum featuring On
Board a Bird- A look at High Speed Rail in Spain
at 12:30 p.m. at SPUR, 312 Sutter St., (at Grant St.),
Fifth floor, San Francisco. Feel free to bring a
lunch; the event is free for members and $5 for
non-members. Go to spur.org for more info.

27

USGBC Northern California Chapter will host a
LEED NCv2.2 Exam Preparation Workshop from
8:30 a.m.-5 p.m. at AIA/USGBC, 130 Sutter,

Ste. 600, San Francisco. Members cost $245

and non-members $295. Register online at
usgbc-ncc.org or contact Alicia Peman-Dupier at
info@usgbc-ncc.org with questions.

30

SPUR will host a noontime forum featuring
“Lifelines and Resilience” at 12:30 p.m. at SPUR,
312 Sutter St., (at Grant St.), Fifth floor,

San Francisco. Feel free to bring a lunch; the event
is free for members and $5 for non-members.

Go to spur.org for more info.

31

USGBC Northern California Chapter will host a
Green Developer Speaker Series: Sonoma Mountain
Village - A One Planet Community from 6 p.m.-

8 p.m. at Pacific Energy Center, 851 Howard St.,
San Francisco. Contact Bill Doyle at
bill_doyle@mba.berkeley.edu with questions

or go to usgbc-ncc.org to register.

SPUR will host a noontime forum featuring Urban
Transformation at 12:30 p.m. at SPUR, 312 Sutter St.,
(at Grant St.), Fifth floor, San Francisco. Feel free to
bring a lunch. The event is free for members and $5
for non-members. Go to spur.org for more info. ll

Sent to WS continued from page 5

The 88 Welcomes Safeway to its Retail Space

The 88, a downtown San Jose residential tower located at 88 South San Fernando
Street, agreed to lease 24,000 square feet of retail space on the ground floor to
Safeway upon city approval of a $1.85 million parking elevator. The City Council
will review the request February 24, 2009. If approved, the company will unveil the
first Northern California small concept store, The Market, this summer.

C&C Launches C&C Capital Advisors

Cornish & Carey Commercial/ONCOR International (C&C) has announced the
launch of a new special assets services division within the C&C Capital group,
called C&C Capital Advisors. Led by C&C Capital founders Brad Zampa and
Matthew Gum, along with C&C President Erik Doyle, C&C Capital Advisors will
focus on assisting lenders and potential buyers with the purchase and sale of
performing and sub-performing loans, real estate owned assets and the placement
of recapitalization equity and mezzanine debt. The new entity will focus on
discovering and analyzing special assets located within the western United States.
In the Bay Area, it will draw upon the market knowledge and expertise of its
leasing professionals to provide accurate valuation of collateral and to secure
tenants for properties with high vacancies.

Green Office Building
in Cupertino Ready for
Occupancy
Cornish & Carey Commercial/
ONCOR International (C&C)
announced that construction
on Cupertino Crossing was
completed making one of the
first LEED silver-certified office
buildings in Cupertino ready

— ool for occupancy. The 102,360
square foot two-story building is located at 10900 North Tantau Avenue. Tantau
Investments LLC has chosen Todd Shaffer and Mary Blaser of C&C’s Santa Clara
office, together with Patty McGuigan of C&C’s Palo Alto office to market the
building for lease.

Cupertino Crossing’s design incorporates solar photovoltaic energy system,

cool roof, cool walls and the highest quality expansive glass frontage available
today. Tenants will have flexibility to customize construction of both the interior
design and amenities. In addition, new tenants will be able to capitalize on the
developer’s green platform to achieve a sustainable and healthy environment and
reduce energy costs. The architect for Cupertino Crossing is Sylvester R. Ramirez
Associates, AIA and the general contractor is Devcon Construction, Inc.

Haworth Opens San Francisco Showroom in LEED Gold Building
Haworth, Inc., a global manufacturer and designer of organic workspaces and
office furniture, opened its newest showroom at 555 Mission Street in San Francisco.
The showroom spans over 8,300 square feet on the 19th floor of the 33-story,
glass curtain office tower and is in San Francisco’s first LEED-Gold certified
speculative high-rise development. The showroom serves as a resource center for
designers, architects, real estate professionals, clients and dealers demonstrating
work and collaborative spaces that represent the best thinking from around the
world. The showroom is a current applicant for LEED-CI Gold certification.

Colliers International Lists Former

Mervyn’s Warehouse in Fremont

Colliers International announces the listing of the Bayside Industrial Center (part of
Bayside Business Park) at 48200 Fremont Boulevard in Fremont. Formerly the site
of the Mervyn’s Distribution Center, the 365,842 square foot building is situated on
approximately 32 acres of land and is now available for sale or lease. The building
also includes an additional 100,000 square feet of mezzanine area, ample cross-
dock loading capability, 25’-32’ ceiling heights and 4.8-acres of expansion land.
The warehouse is among the largest in the East Bay. Mervyn’s previously used the
building as its primary distribution center for Northern California.

Collantes Realty Commexrcial Changes Name to CRC Partners
Collantes Realty Commercial announced the change of their name to CRC
Partners. The company is a commercial real estate brokerage firm specializing in
long term strategic planning for corporate clients with annual sales between

$10 million to $100 million. M
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ADDRESS

Alameda County

42701 Christy

425 Market St

30108 Eigenbrodt Way

1613 Whipple Rd

2913 Whipple Rd

21064 Cabot Blvd

20684 Corsair Blvd

1601 Telegraph Ave

Contra Costa County

1805 Arnold Dr

1777 Botelho Dr

2001 N Main St

3231 Monument Wy

San Francisco County

625 Second Street

651 Brannan St

1Post St

433 California St

San Mateo County

855 Stanton Road

384 Oyster Point Blvd

164 Jefferson Dr

Santa Clara County

985 Almanor Ave

1290 Terra Bella Avenue

880 West Maude
Avenue

1962 Zanker Rd

1752 Junction Ave

520 Alder

275 Saratoga Ave,
Ste 240 & 260

100 View St

Commercial Lease Activity Report

Fremont

Oakland

Union City

Hayward

Union City

Hayward

Hayward

Oakland

Martinez

Walnut Creek

Walnut Creek

Concord

San Francisco

San Francisco

San Francisco

San Francisco

Burlingame

S San Francisco

Menlo Park

Sunnyvale

Mountain View

Sunnyvale

San Jose

San Jose

Milpitas

Santa Clara

Mountain View

LEASE
SQ. FT.

52,047

39,732

25,600

20,000

19,320

6,912

6,486

4,000

11,556

9,430

7,353

2,660

70,302

15,590

7,948

5,034

25,343

5,440

2,083

138,698

57,810

21,196

1,832

6,000

5,138

4,807

3,363
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TENANT/REP/BROKERA

Ovision Manufacturing/Craig Leiker/GVA Kidder
Matthews

Pace Supply/Eddie Shuai/NAI BT

Grand JK&C/Eddie Shuai/NAI BT

Turbo Air/Tom Damaschino/NAI BT

Western Trophy Sign Supply/Kevin Hatcher/
NAI BT

Chia | Food Company/Adan Martinez/NAI BT

The Granite Man/Chris Van Keulen/NAI BT

First Place Fund for Youth/Eli Ceryak/NAI BT

Occupational Safety Councils of America/Bob
Maderious/Grubb & Ellis Company & Tom Caple/
NAI BT Commercial

Sequoia Equities/Knute Bucklew & Rick Steffens/
Grubb & Ellis Company

Erin Engineering/Mark McNally/NAI BT

So Fine Event Design/Thomas Caple/NAI BT

Fox Interactive Media

XO Communications/Harry Schoening/Jones
Lang LaSalle

Evans Latham & Campisi/Harry Schoening/Jones
Lang LaSalle

Puccini Consulting/Frank Fudem/NAI BT

Dennehy Trust/Jay Leslie, Tom Towne/
Cornish & Carey Commercial

ZML/Randy Keller/NAI BT

Kepler Corporation/Tim Howarth/NAI BT

Calisolar

Clontech Laboratories

Cardiva Medical

Iron Construction/Nancy Morse SIOR, CCIM/
Grubb & Ellis

Danh Luong/Derik Benson/NAI BT

Meridian Technical Sales/Nancy Morse SIOR,
CCIM/Grubb & Ellis

Pacific West Corporation/Chad Leiker/
Wayne Mascia & Associates

You Plus/Ron Himes/NAI BT

DLORD/REP/BROKERA

Christy Industrial Tower, LLC
Sol-Mar/Brian Collins/NAI BT

ProlLogis/Greig Lagomarsino/Colliers

Conference Claimants Endowment Board/
Tom Damaschino/NAI BT

TIAA/Ted Anderson/Cushman & Wakefield
CCF Far West/George Harrison/Lee & Associates
Mazzera Company/Richard Poletti/Poletti Realty

Damian Fink/Tribune Commercial

Vertical Ventures Capital LLC/Larry Easterly & Mark
Hinkins/Grubb & Ellis Company

Belmont Holmes L.P.
Legacy Partners

SGM Associates/Thomas Caple/NAI BT

KBS Realty Advisors/Marc Trovato, Donnette Clarens/
Cornish & Carey Commercial

W5 Brannan LP/Jerry Igra & John Jensen/Grubb & Ellis
Company

Glenborough One Post/Jerry Igra & Charles Hine &
Ben Allot/Grubb & Ellis Company

HV-Rocklin Development/Charles Beck/Grubb & Ellis

Burlingame Stanton Associates
Oyster Point LLC/Randy Keller/NAI BT

Don & Carole Tanklage

Nuvelo/ Shery Gubera, Jay Phillips/
Cornish & Carey Commercial

ECI Two Terra Bella/Randy Scott/
Cornish & Carey Commercial

RREEF/Phil Mahoney, Jack Troedson, Rod Scherba/
Cornish & Carey Commercial

RREEF/Colin Feitmeir, Greg Davies Jr, and Steve Horton/
CPS Corfac International

Cip Associates

RREEF

Saratoga Office Center/Nancy Morse SIOR, CCIM/
Grubb & Ellis

Divco West Group/Clark Heppberger/NAI BT

Industrial

120 Months

36 Months

63 Months

65 Months

36 Months

38 Months

60 Months

n/a

n/a

66 Months

25 Months

Office

n/a

n/a

60 Months

Industrial

60 Months

24 Months

R&D

R&D

R&D

5 year,
R&D lease

37 Months

5 year, R&D
lease extension
and expansion

3-Year, Class
B office lease
extension

6 Months



ADDRESS

Alameda County

Commerxcial Sales Activity Report

PROPERTY
SIZE

BUYER

SELLER

PRODUCT

TYPE EINOININE))

5675 Sunol Blvd Pleasanton 94,373 sf Properties, Inc MBM Corporation n/a Industrial n/a
Fire-in-the-Hole, The 401 Stannage . ;
401 Stannage Ave Albany 18,630 sf LLC Apartments 4,300,000 Multi-Family n/a
Contra Costa County
13201 San Pablo Ave San Pablo 27,039 sf Timothy Chen GenelColisaniiarlo 4,700,00 Office n/a
: Y Business Plaza DAL
gggg ’R“ r\(élgliir;o%tn% Walnut Creek 6,400 sf E%r’wlfrct,;zzone (FRE Anthony Lucas n/a Retail David Schnayer/CM Realty
Marin County
7020 Redwood Blvd Novato 3 acres Robert N. Foehr Janice M. Mettler 1,900,000 Multi-Family n/a
2257 Laitspeurr Lainelng Larkspur 173,000 sf ey leing Wiesign el 65,000,000 Retail n/a
Circle [ ’ & Cb) Real Estate Trust, Inc ’ ’
San Francisco County
74-86 Otis St San Francisco 18 acres Rachelle Yowell Andrea Wirum 3,100,000 Industrial Maria Morgan-Butcher/
' ’ ’ Gordon-Clifford Realty
Luis Granados y
_ et q (Mission Steve Ramnn, g Michael Cisternino,
2301-2303 Mission St San Francisco 19,260 sf ResolrcelGenter Mission Einancialh LG 4,850,000 Retail Marcus & Millichap
LLO)
: ) : . : ! Rick Durazzo/
1448 Bush St San Francisco 12,430 sf Erwin Roy Chen Moris Herscowitz 3,650,000 Multi-Family North Beach Properties
A Lisa Glefand Glenn Cass , Csasf Prop- i
165 10th St San Francisco 9,388 sf (165 10th St, LLC) erty Management, LLC 3,250,000 Industrial n/a
A g Mark Peppercorn, Arch- . p Phillip Boersma/Arroyo &
900 Powell St San Francisco 9,220 sf Daniel Scher stone Oakwood SE, LILE 4,225,000 Multi-Family Coplies
_ : Meredith John Kerr, - : Wendy Wong/
242-248 5th Ave San Francisco 8,340 sf Richardson United Commercial Bank 2,550,000 Multi-Family Prudential California Realty
San Mateo County
301 Velocity Way Foster City 163,000 sf Gilead Sciences, Inc  John Ritchie 137,500,000 Office g;ﬁgfr'ys/‘jigig”f;ﬁ;tﬁ‘;rsta”e
Barnard of Shirriff Pat Fellowes of 4
1016 Laurel St San Carlos 9,181 sf Family Trust Fellowes Family Trust 2,050,000 Office n/a
Santa Clara County
1810 Dobbin Dr San Jose 81,475 sf John Burks George Zaia 6,300,000 Industrial Egggr;l'a?omey/Colliers Inter-
675 Quinn Ave San Jose 43,073 sf William McArdle Reginald T. Lammers 3,527,500 Industrial n/a
230 Commercial St Sunnyvale 18,080 sf Sam Abbey Peter Van Dyck 2,625,000 Industrial n/a
541 Cowper St Palo Alto 9,115 sf Julie Forrest Ann lverson 2,000,000 Office n/a
. , ) Keith Suddjian/Cornish &
724 Sutter Ave Palo Alto 4,640 sf Tod Spieker Robert K. Aulgur 3,200,000 Multi-Family Carey
For-Sale T gt First A Title | c
or-Sale Transaction o “a - - irst American Title Insurance Compan
_ . : | First American , > Lompany
Data provided by: " National Commercial Services
P« | Title Insurance Company ,
e New web site www.ncs.firstam.com/norcal

MATIONAL COMMERCIAL SERVICES

The information contained herein is based upon sources which we believe to be reliable, but no representation, express or implied, is made with respect to the accuracy,
completeness or reliability of the information or opinions in this report. The Registry, First American or other information providers do not accept responsibility or liability for any
direct, indirect, special, consequential or other losses or damages of whatsoever kind arising out of access to, or the use of this information.
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FINAL OFFER | JOHN MCNELLIS

The Arxt of Self-Reliance

By Sharon Simonson

he drop-off in consumer spending nationwide is not only throttling retailers but also

retail landlords. Palo Alto-based McNellis Partners is weathering the storm based on

historically conservative borrowing and the necessity-based nature of many of its tenants.

The company has developed 47 projects since 1982 and currently owns 20 centers throughout

Northern California, most of them grocery-anchored neighborhood centers of roughly 100,000

square feet; its largest centers top out at 400,000 square feet. Besides greenfield development,

the company specializes in the redevelopment of existing centers and does some mixed-use and

office projects. Here, John McNellis offers his perspective on retail buying opportunities to come,

the financial markets and why he’d never stray from the Northern California market that his firm

knows so well.

The current state of the economy is
having a major impact on retail. Will
retail development change when it does
come back, or will things just slow until
the recession passes?

When it returns, development will have

to adjust to a retail landscape in which
there is little competition for sites among
retailers. Instead of three retailers in every
niche (e.g. Target, K-Mart and WalMart),
we will have two survivors and, in many
cases, like Best Buy in home electronics,
just one.

Today, land is anathema, but even when a
normal market returns, we will likely have
just a single major tenant for each needed
category in a project. Those tenants are

as tough and smart as developers and,

in the absence of competition, will drive
land prices through the floor. So develop-
ers with a fondness for survival will avoid
buying or heavily optioning sites in this cli-
mate. Rather, they may do better by align-
ing themselves as a preferred developer
with the remaining tenants. The problem is
simple: While it is not a bad survival tech-
nique, working as a preferred developer is
distinctly less profitable than a free agent
and occasionally outright dangerous.

But, on a more positive note, if California
continues even with a fair percentage of
its historic growth retail will grow in its
traditional pattern, a new 100,000 foot
center for every 20,000 to 25,000 new
residents, a regional center for every
150,000 population increase, and so on.

Are you changing any of your property
management techniques in light of the
presumed pressure on operating margins?

No. We've always tried to grow the in-
come on which we can absolutely rely—
management fees from properties we own
ourselves—ahead of expenses. We're a
small firm, we’ve never had a lay-off, and
I’ve always answered my own phone and
opened my own mail.
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Are you seeing a flood of properties
come to market for sale?

Yes, but it’s a flood of poor quality assets.
All we're seeing in the market today is
second- and third-tier properties
mispriced by 150 to 300 basis points.

Do you think smart buyers will in fact find
opportunities in the next 18 months to
two years, as some investors anticipate?

Almost overnight, the smart investor has
decided that the deals, at least big ones,
have arrived. Before now, many were
holding back.

The banks are starting to unload their REO
portfolios, and the smart investors think
they will be dumping these assets at in-
credible prices. The risk in retail will be the
dearth of tenants. Even at 30 cents on $1,
a center will still be a loser in three years if
it remains half empty.

Because banks are initially interested in
moving big numbers—Ilarge portfolios of
15 to 50 properties at a time—the opportu-
nities aren’t there yet for the smaller inves-
tor, and any individual owner who can is
waiting. That can’t last. Life trumps busi-
ness and sooner or later death, divorce,
disaster and dissolution force untimely
sales.

Assuming you expect to buy in the next
several years, what will you consider as
you pick and choose the right invest-
ment? Will you consider expanding out-
side Northern California?

Our approach won’t change in the future.
We like centers that produce at least a fair
return in their existing condition, centers
where we think we can do something to
increase value; say, an older center that
we can rebuild a few years out when the
key leases expire.

And we’'ve been working closely with a
few great tenants—Ross, Safeway and
Wal-Mart—for many years both formally
and informally (they tell us where they

would like to go, and we help get it done).
Hopefully, we’ll continue to do more
of that.

Every development deal we’ve ever done
has been within the rough triangle formed
by Santa Rosa, Sacramento and

Santa Cruz. Unless a deal’s certainty of
profitability was outweighed only by its
simplicity, | doubt we’d ever stray

outside our backyard.

Here, we don’t waste time on poor loca-
tions or projects with impossible obstacles
(save perhaps Palo Alto). We can check
with three friends within an hour as to
whether a proposal makes sense. We can’t
readily do that in Denver or Seattle—and
I’'ve always suspected the local guys in
Denver and Seattle are at least as smart
as we are.

What elements will have to be in place
before lenders will fund new develop-
ment or acquisitions? How long before
you believe those baseline conditions will
be in place?

As long as you don’t really need the
money, some lenders are funding deals
today. The few banks still in the market
are funding refinances, expansions and
acquisitions of existing projects rather
than new development, because the guys
who really don’t need the money aren’t
even dreaming about new developments.

For the near term, real estate will be all
about buying below replacement cost.

But when will the money return in armored
cars? When the lenders decide (rightly or
wrongly) the last drop of risk of loss has
been bled out of the system. When will
that be? I’'m guessing a couple years. i

PHOTO BY JASON STEINBERG | STEINBERG IMAGERY
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Building for the Future

Legal Services For Sustainable Development Hansongridgett.com

Mixed-Use Transit Oriented Development Project: Caltrain Station, San Carlos, CA
Builder: _cgacy Partners Residential LLC 0wner: San Mateo County Transit District Legal Services: Hanson Bridgett LLP
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