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West End dependent upon hotels, restaurants and bars.11  Second, property value in the West End 
dropped precipitously in the first half of the twentieth century.  In the late 1930s, the real estate 
in the 21 blocks between Front, 7th, I, and L Streets was worth more than $4.5 million; by 1949, 
the value plummeted to less than $2.8 million.12  As the value of West End properties decreased, 
so too did the area’s tax base.  The West End contributed only 12 percent of all city tax revenues 
in 1950, yet it received 41 percent of police expenditures and 50 percent of the city’s health 
services budget.  Slumlords frequently neglected their West End properties, three-quarters of 
which were built before 1919.  The Sacramento City Planning Commission (SCPC) reported that 
the city had more houses of this type than any other California city.13 

 
 

Photograph 
3. Aerial 
photograph 
taken in 
1937 of M 
Street 
showing 
conditions 
in area 
before 
redevelopm
ent and 
before 
creation of 
Capitol 
Mall. 

(source: US Agricultural 
Adjustment Administration) 
 
 

The West End became a focal point for city planning officials and municipal reformers after 
World War II.  Although city planner Glenn Hall stated in 1946 that the city had “an unparalleled 
opportunity to rebuild the run-down areas of our cities not because of a great disaster—a war, a 
fire, or earthquake—but through the orderly process of democratic government,” the success of 
California’s first redevelopment project remained debatable for years to come.14  As state and 

                                                 
11 U.S. Department of Commerce, Bureau of the Census, Sixteenth Census of the United States: Business, Vol. 1, 
Retail Trade: 1939, Part 3; Unites States Census of Business: 1948, Vol. III, Retail Trade: Area Statistics; United 
States Census of Business: 1954, Vol. III, Retail Trade: Area Statistics, Part 1; Ken Lastufka, “Redevelopment of 
Sacramento’s West End, 1950-1970,” M.A. Thesis (California State University, Sacramento, 1985), 16; Harold F. 
Wise, Survey of Business in Sacramento’s West End (Sacramento: Sacramento Redevelopment Agency, 1951). 
12 Sacramento City Planning Commission (SCPC), Sacramento Urban Redevelopment: Existing Conditions in 
Blighted Areas (Sacramento, 1950), 28; Lastufka, “Redevelopment of Sacramento’s West End, 1950-1970,” 16. 
13 U.S. Dept. of Commerce, 1950 census, Vol. III, Selected Population and Housing Characteristics, Ch. 46, 
Sacramento, California; SCPC, Sacramento Urban Redevelopment, 4, Table 14, 29-30; Lastufka, “Redevelopment 
of Sacramento’s West End, 1950-1970,” 17. 
14 Glen Hall, “Community Planning and Development Problems,” address given at the Sacramento Housing and 
Planning Council, Sacramento, California, April 24, 1924. 
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federal agencies initiated this “urban renewal,” the West End became the focus of an unrelenting 
media campaign for the next several years that derided the area as a refuge for low-income 
workers and an “asylum” for “elements” not accepted by “higher neighborhoods.”15  The 
Sacramento Union described the area’s “overcrowding, dingy surroundings, hodge-podge use of 
buildings, poor sanitation, and floating panhandlers” in 1952 as a “breeding place for 
tuberculosis, a strong-arm robbery and dope sale district and wino-hunting grounds for the police 
paddy wagon.”16 
 

Residential segregation forced most of Sacramento’s nonwhite population into the West End by 
the 1950s.  Restrictive covenants, racial intolerance, and economic conditions limited housing 
options for many Blacks, Mexicans, and Asians living in the city.  In 1959, the Sacramento 
Redevelopment Agency (SRA) stated that African Americans and other minorities were 
“customarily rejected as neighbors because of their race or nationality.”17  Transients also made 
up a large proportion of West End residents.  A 1953 survey of the West End residents revealed 
that only one-third of the population regarded themselves as year-round residents.  As a result, 
the population varied depending on the season, peaking during periods of agricultural labor 
demand.  The West End had one of the largest concentrations of agricultural laborers in the West 
– in 1950 alone, fifteen percent of all of California’s farm labor came from the West End.18   
 

3.2. Redevelopment  
 
The West End became the subject of the first redevelopment project in California and eventually 
three redevelopment phases were carried out in the area with the support of the federal 
government.  In addition to redevelopment, the west end was subject to zoning changes and 
transportation improvements as the City Planning Department redesigned the M Street corridor 
to create a monumental approach to the capitol.  While the creation of the Capitol Mall (Map 
Reference #2) and the two state buildings within the APE for this project (Map Reference #3 and 
#4) were not technically a part of redevelopment, the construction of the mall would not have 
been possible without it, and the state buildings would not have been designed or located where 
they were.  The final redevelopment project was also intertwined with the modernization of state 
and interstate highway development that brought Interstate 5 through the former West End 
neighborhoods.   
 
Plans to alter Sacramento’s urban fabric to accentuate the Capitol began as early as 1907.  City 
Beautiful supporters and early urban planners Charles Zueblin and Charles Mulford Robinson, 

                                                 
15 Western Real Estate Research Corporation, Analysis of the Sacramento Labor Market Area (Sacramento: 
Sacramento Redevelopment Agency, 1958) 10; Lastufka, “Redevelopment of Sacramento’s West End, 1950-
1970,”20. 
16 “West End: Action Due on Face-Lifting,” Sacramento Union, April 13, 1952. 
17 Davis McEntire, Relocation Plans: Slum Area Labor Market (Sacramento: Sacramento Redevelopment Agency, 
1959), 5. 
18 Catherine Bauer and Davis McEntire, Report #5: Relocation Study, Single Male Population (Sacramento: SRA, 
1953) 1; Sacramento Redevelopment Agency, Sacramento Redevelopment (Sacramento, 1959), 5. 
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EDITORIAL COMMENTS

If you have a story you would like published in our next issue or a comment 

about an article in this issue, please contact Sabine Zimmerhansl, Managing 

Director, Marketing at 408.982.8495 or szimmerhansl@ccareynkf.com.
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CEO Insight

Dear friends, colleagues, clients & 

valued business associates:

The strength of our company, our resilient 

and resourceful people coupled with the 

uniqueness of our Northern California 

marketplace, with its diversity and expansive-

ness, has enabled us to hasten the recovery 

and allows us to look forward to a robust 

business environment. I wanted to take the 

time to especially thank all of our staff, sales 

professionals, managers and Board of 

Directors for their tireless efforts, creativity 

and loyalty, specifically over the last thirty 

months. Some highlights and thoughts on key 

business drivers:

NKF/BGC: We continue to benefit from our 

partnership with NKF/BGC in working closely 

with them for multi-market opportunities. We 

have had significant success in collaborating 

with various individuals and teams throughout 

the system in the Corporate Services, Retail 

and Capital Markets sectors. Earlier this 

month, we hosted a seminar featuring NKF 

professionals from London, India and New 

York to better understand the European 

markets and Knight Frank’s capabilities, with 

nearly 100 of our agents in attendance. What 

we learned will help us to better serve our 

Global clients here in Northern California. 

The absorption of the Grubb & Ellis offices 

has been completed and we are pleased to 

welcome some 30 new agents from the 

former Grubb & Ellis. Although the process 

was sometimes difficult during the acquisition 

process, the results are positive and we look 

forward to reaping the rewards that come 

with the overall growth and expansion. 

I would like to give a special note of thanks 

and recognition to Joe Hamilton who is work-

ing in our Palo Alto office and collaborating 

with our agents on multiple fronts, and in the 

recent 24-36 months they have secured 

some of our most significant assignments ever. 

He continues to raise the bar enabling us to 

win assignments when going head-to-head 

with our many competitors. 

Over the last 24 months Cornish & Carey 

Commercial Newmark Knight Frank has an 

amazing 67% market share for all transactions 

done over 100,000 square feet in the Silicon 

Valley. The work in our Silicon Valley offices 

collaborating with other offices around the 

region has been incredible in securing and 

executing the business to garner that level of 

market share. Special thanks to all involved. In 

addition I would like to again recognize the 

efforts of Phil Mahoney for his client services 

and production, which has significantly added 

to the market dominance mentioned above.  

A few weeks ago, Phil was once again 

recognized as “Deal Maker of the Year” by 

the Business Journal.

In closing I would once again like to reiterate 

that the reason for the continued success that 

we enjoy is due to the outstanding people that 

we have here at Cornish & Carey Commercial 

Newmark Knight. When you couple that 

unique resource with a strong service 

platform, good things are bound to happen.  

We continue to examine and look for 

opportunities that will make Cornish & Carey 

Commercial Newmark Knight Frank stronger 

and more competitive while expanding our 

service lines and overall platform. 

To our valuable clients, thank you for your 

continued loyalty and confidence in our 

professionals that serve your real estate 

requirements.

With three quarters 

of 2012 “in the 

books” there are a lot 

of positive things to 

report. First of all I am 

proud to say that we 

are experiencing one 

of our best years ever 

and it would seem the 

“recovery” is in full 

bloom here in 

Northern California. 

We are truly blessed 

to be living and 

working in this unique 

region. While much of 

the rest of the 

country is still trying 

to fight off the malaise 

left behind by our 

“great recession” our 

regional economy is 

leading the nation’s 

recovery. It has been 

rewarding to see our 

company grow and 

flourish over the years 

and with the platform 

we have in place, the 

expectation is for that 

trend to continue. 

Chuck Seufferlein

President & Chief Executive Officer
CORNISH & CAREY COMMERCIAL
NEWMARK KNIGHT FRANK
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“The debt markets have finally recovered,” 

declares Brad Zampa, the 

Senior Managing Director 

heading up Newmark Knight 

Frank Cornish & Carey 

Capital Group’s finance team.

The four major buckets of 

capital, including Life Companies 

Bank Balance Sheets, High Yield 

Debt Funds, and CMBS lenders 

have returned to aggressive 

lending in the Bay Area and other 

primary markets. Of note, the CMBS market came back in 

the first part of 2011, and then abruptly vanished from the 

market in second half of 2011 due to the Euro Zone debt 

crises. However, it came roaring back in the spring and 

summer of 2012, and has stabilized once again, offering 

higher leverage up to 75% with compelling interest rates 

in the low to mid 4% range.

And with value-add and opportunistic ventures requiring 

short-term capital to reposition or otherwise improve 

properties, structured finance and creative options 

including mezzanine debt and preferred equity options have 

re-emerged equating to 90% of the capital stack, allowing 

for leverage far beyond senior loan parameters.

“So we can get very creative once again” by structuring 

customized stacks to meet investors’ wide-varying needs, 

Zampa stresses. Zampa is actively placing debt and equity 

on all types of commercial real estate products throughout 

the Western United States.

Why has the real estate credit arena become so much more 

competitive in such short order? Not only are supply-

demand fundamentals continuing to move in landlords’ 

favor in the Bay Area’s primary business districts and 

beyond, investors funding loans are searching hard for 

solid real estate-secured yields in today’s exceptionally 

low interest-rate environment, Zampa explains.

And that now includes investors buying the commercial 

mortgage-backed securities pools of conduit loans – along 

with institutions and other high-yield debt funds.

With the benchmark 10-year Treasury yield still well 

below 2 percent, “there’s just a huge appetite for yield” 

that commercial real estate lending can offer investors on 

an attractive risk-adjusted basis rarely matched by other 

asset classes these days, Zampa adds.

Of course it also helps that lenders believe most markets 

across the country have at least bottomed out – with 

recovery well under way in the strongest such as 

the Bay Area. 

The Return of 
    the Debt Markets

Brad Zampa
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“Clearly the tech markets around the country are hot – the 

Bay Area, Seattle, Austin and Boston – despite disappointing 

near-term performances of certain high-profile players,” 

Zampa says. “Central business districts here and elsewhere 

are recovering nicely at this point and a lot of borrowers are 

acquiring assets at a (down-market) investment basis and 

expect to ride the upward movement.”

About the only local commercial financing category that 

hasn’t returned with abandon is construction lending for 

speculative ventures, Zampa acknowledges. The exception 

here is the multifamily sector: where investor equity is 

plentiful, and banks, life companies and federal agencies have 

hyper-active construction and permanent lending programs.

And even the commercial construction lending pipeline is 

picking up notably in and around San Francisco and Silicon 

Valley – and seems set to continue rebounding going into 

the new year.

Zampa offers a run-down on where the local action is today 

with respect to the various active lender categories and 

their preferred collateral profiles, rates and terms.

A lot of life insurers are looking to place debt and have 

strong appetites for permanent mortgages secured by larger, 

higher-quality properties at conservative leverage in the 60% 

loan-to-value vicinity. And life companies are offering 

extremely attractive rates – well below 4%.

The conduits, ultimately funded by bond-buyers, generally 

quote spreads of 25 to 50 basis points wider than life 

companies – typically factoring to coupon rates in the range 

of 4.25 to 4.75%. That reflects the higher leverage generally 

allowed by these lenders – 70 or even 75-LTV for safer 

transactions – as well as their willingness to lend against 

Class B (or even C) properties in secondary locations.

After several choppy years, “the CMBS market is functioning 

efficiently and appears to have fully recovered with increased 

competition aggressively seeking out transactions especially 

in attractive markets like the Bay Area,” Zampa notes.

Domestic banks of all sizes and shapes have also resumed 

lending for their balance-sheet portfolios, with an emphasis 

on shorter-term floating-rate transactions.  Terms are 

typically three-to-five years, with rates quoted at 200-to-300 

basis points over today’s ultra-low LIBOR index, and LTVs 

generally in the 65-to-70% range depending on the strength 

of the borrower and collateral.

For instance Zampa just helped an institutional player 

with proven success in tech markets finance a $92 million 

acquisition of a well-leased Santa Clara portfolio with 

short-term debt – and at a 70 percent loan-to-purchase 

price with a 2.25 percent yield with no floor.

Likewise debt funds capitalized with equity from institutional 

and high-net-worth investors – and managed by experienced 

lending pros – are primarily interested in relatively short-

term floating-rate transactions. But they’re typically pursuing 

higher yields than banks by targeting somewhat riskier 

ventures – and at rates currently factoring to around 6 or 

7%, Zampa explains.

The investment funds providing mezzanine debt – which is 

secured by interests in borrower entities rather than real 

estate – frequently work with other short-term bridge-type 

lenders to help investors fund property improvements and 

recapitalization opportunities without needing to bring in 

more high-cost equity.

This strategy allows entrepreneurs to borrow up to perhaps 

85% of a venture’s expected costs – with the rate on the 

mezz tranche typically in the vicinity of 8-to-11% these days, 

Zampa said.
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Again as Zampa relates, construction financing for purely 

speculative commercial developments is still tough to come 

by on attractive rates and terms – even in the Bay Area. 

“The last segment of the debt side to return is spec  

construction financing.”

But if a developer can sign up a tenant to a substantial  

pre-lease commitment for a well-located project, chances 

are a bank or two will return calls. Indeed at press time 

Zampa was helping JP DiNapoli Cos. secure more than  

$200 million in construction financing for its 550,000 square 

foot Sunnyvale development entirely pre-leased to online 

business networking service LinkedIn.

Meanwhile some of the Bay Area’s deep-pocketed  

developers are getting spec projects out of the ground  

without debt. Local stalwart Sobrato Cos. can still come up 

with enough cash to launch a sizable building, and  

international giant Tishman Speyer has access to the big 

institutionally backed investment funds it manages.

And as new construction ventures succeed in attracting  

tenants on accretive economic terms, financing for solidly 

positioned spec projects in the best sub-markets should 

loosen up going forward, Zampa concludes.

David Sass and Jesse Millman in the Santa Clara office of Cornish & Carey Commercial Newmark Knight Frank sold this investment 

grade, 55,000-square-foot R&D/Industrial building early in the 4th quarter for $3.7 million. Located at 700 Jarvis Drive in Morgan Lane 

and adjacent to Highway 101, the building is occupied by Fastener Service Corp. (and has been since its construction in 1997). Fastener 

signed a new, 8-year lease around the same time that the sale closed. The first-year yield is approximately 8.5 %. The seller was Donald 

A. Dunn and Carol J. Dunn, while the buyer was Pacific Resources Jarvis, Inc.

Completed Transactions
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Bart O’Connor Donnette Clarens Mike Brown Jack Troedson
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In August, a team of Cornish & Carey Commercial Newmark 

Knight Frank brokers – David Brandenburger, Tom 

Heacox and John Austin represented JMA Ventures in the 

acquisition of Sacramento’s Downtown Plaza. The seller was 

mall giant Westfield Group and the sale, for an undisclosed  

price, marks the end of one chapter for the center’s  

existence and the beginning of a new era for the outdoor 

shopping destination. 

Sacramento’s Downtown Plaza, formerly known as Westfield 

Downtown Plaza, is an outdoor shopping mall located in 

downtown Sacramento near the State Capitol building.  

The shopping center is bordered by J Street to the north,  

L Street to the south, 7th Street to the east and 4th Street 

to the west. It is approximately 1,188,100 square feet in two 

stories on 14 acres. It has 101 stores and services, two of 

which are anchor tenants. Approximately 285,000 square 

feet of the space are offices and the rest is retail.  

In previously published remarks, JMA’s President Todd 

Chapman said that his company has not determined what 

long-term changes need to be made to the mall yet in the 

near term, his company would work immediately to create  

a more comfortable shopping environment and focus on 

tenant retention. Chapman added that it is a long-term 

investment for his firm and the property would become  

one of his personal priorities.

JMA Ventures also owns Homewood Mountain Resort in 

Tahoe, where it plans a major expansion, and has a share  

of the combined Squaw Valley-Alpine Meadows ski resort.  

It recently bought and is marketing million-dollar-plus  

homes on the ski slopes at Northstar in Tahoe, and owns  

an exclusive time-share residence hotel at Ghirardelli Square 

in San Francisco. It teamed with investors a few years ago  

to build a bay front restaurant, EPIC Roasthouse, in  

San Francisco. In the recent months, it has bought office 

buildings in Austin, Texas, and outside of Seattle. 

“We worked with JMA for three years to find the 

right opportunity and Downtown Plaza epitomizes 

their goal of a value-add property with income in 

place in a core location of a major metropolitan area. 

JMA brings the perfect mix of vision, relationships 

and capital to redevelop the property into a regional 

asset,” said David Brandenburger.

JMA Ventures Acquires 
  Sacramento’s Downtown Plaza
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Tenants at Sacramento Plaza include: 24 Hour Fitness, American Eagle Outfitters, 

APS Healthcare Inc., Bath & Body Works, Brookstone, Century Theatres, Claire’s.

com, Photo Plus, Express Fashion & More, Foot Locker, Forever 21, Guess, 

Gymboree, Gyro Supreme, Hard Rock Cafe, Hot Dog On A Stick, Icing By 

Claire’s, J Z Gifts & Toys, Jamba Juice, Johnny Rockets, La Salsa Fresh Mexican 

Grill, Luxury Perfumes, Mark’s Hallmark Shop, New York & Company, Pac Sun, 

Pan Pacific, Panda Express, Payless Shoes, Pot of Gold, Regis Salon, River City 

Brewing Company, Sky’s The Limit Wireless, Socks & More, Spinners, Starbucks, 

Victoria’s Secret and many others.

“With nearly 100,000 employees in the downtown core, 

you have to believe that by creating a friendly environment 

and with the right retail mix and store groupings, JMA will 

be successful with Downtown Plaza,” said John Austin, a 

retail brokerage specialist who has built a career marketing 

shopping centers from conceptual stages to full occupancy. 

Austin is based in Cornish & Carey Commercial Newmark 

Knight Frank’s Roseville office.

Austin added that with the change in shoppers’ habits – 

from shopping mostly on weekends and after work to 

weekdays and lunch hours, a common industry trend has 

been for shopping mall owners to cluster retailers that have 

similar merchandise or services – called ‘districting’ in retail 

real estate parlance, so that shoppers can do their shopping 

efficiently and not have to traverse from one end of the mall 

to the other to shop where they like. 

Regardless of JMA’s ultimate strategy for repositioning their 

new asset, the market for retail operators in downtown 

Sacramento is strong and growing stronger, according to 

Valerie Mamone-Werder, Business Recruitment Manager 

for the Downtown Sacramento Partnership.
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“We know that Downtown Plaza can be a leading sales 

generator for the city and we are excited to work with 

JMA to enhance the vibrancy of the city’s core area. It just 

feels like there is so much untapped opportunity,” said 

Mamone-Werder. To demonstrate her point, in the 

recent 18 months, 48 new retail and restaurant businesses 

have opened in the 66-block district considered to be the 

downtown, spanning from Old Sacramento in the west to 

16th Street in the east, H Street to the north and N Street 

to the south, she said. 

The types of businesses have ranged from boutique 

operators to mid-size, family-owned retailers and coming 

soon, a larger format retailer. For example, Esther Shin

 started with her cupcake store on Fair Oaks Blvd. in 

Sacramento, which is still in business, but when it came 

time to expand with a new concept, she choose downtown. 

Shin’s Estelles Patisserie, Bakery & Expresso Bar on 9th 

Street opened in November, 2011 and “it has been highly 

successful from day one,” Mamone-Werder said. 
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Demographics & ‘Psychographics’

Even more promising for the downtown Sacramento retail 

scene is the planned close of escrow by Sports Basement to 

buy a vacant, 70,000-square-foot building at 7th and I streets 

in November. The Bay Area sporting goods store operator 

had options to go to Folsom and Roseville but liked the 

downtown for its demographics and ‘psychographics.’

According to the final report and executive summary 

produced by consultancy Downtown Works and formally 

adopted the Board of the Downtown Sacramento 

Partnership in December, 2009, the downtown trade area 

houses 1.65 million people and is projected to approach 

1.8 million by 2014. Downtown Works estimates that the 

downtown can capture consumer expenditures of $694 

million, compared with the 2008 figure of $277 million. 

In addition to raw numbers, Downtown Works cited 

the area’s “psychographic characteristics” as reasons for 

optimism that the downtown would become a major 

retail hub. 

“Key shopping groups such as In Style, Old and Newcomers, 

Metro Renters, Connoisseurs, Urban Chic and others with a 

favorable disposition toward urban retailing account for 72% 

of the market. Within this 72%, “urban trendsetters” account 

for 21% of recent downtown sales and they will set the tone 

for retail and restaurants in the future,” the executive 

summary stated. 

Downtown Plaza’s Shopping Center History

Downtown Plaza was originally built in 1971 by The Hahn 

Company as a mixed enclosed and open-air plaza adjoining 

a Macy’s store built in 1963. Weinstock’s relocated their 

downtown store in 1979 to the center and in 1981 added 

a Liberty House store. Liberty House closed in 1984 and 

was replaced by I. Magnin, but they lasted only eight years 

before closing in 1992. The center was completely renovated 

in 1993, adding a second story, a food court, various upscale 

shops, and a United Artists Theatres with 7 screens 

(Century Theatres took over ownership of the theater in 

2000). An entertainment complex named America Live! also 

opened in the spot formerly occupied by I. Magnin, housing 

various nightclubs and bars. The former Weinstock’s store 

became a second Macy’s location in 1996, housing Macy’s 

Men’s & Home Store. In 1997, Hard Rock Cafe opened their 

only Sacramento restaurant at the east end of the mall 

where America Live! operated, which closed a year prior. 

The restaurant closed its doors 13 years later in 2010.

The center was sold to Westfield America, Inc. in 1998 and 

renamed it “Westfield Shoppingtown Downtown Plaza”. 

The unwieldy “Shoppingtown” was dropped from the name 

in 2005. Plans have been underway for years to redevelop 

the center to accommodate modern shopping center design 

and retailing trends, including plans for a Target store and an 

unnamed grocery store as new anchors for the mall. 

The plan never came to fruition and in 2008 Target 

eventually dropped plans for a new store.
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1.   What do tenants need to know about 
tenant improvements as it relates to a General 
Contractor?

Tenant leases are commonly 10 years long, though we have 

seen a recent recessionary trend in shorter terms. The 

decision to either renew the lease and a stay in the current 

space or to sign a new lease elsewhere is often coupled with 

whether to refresh the existing office space or to construct 

new office space. Either way, no matter the decision or size 

and complexity of the tenant improvement project, a 

General Contractor i.e. “GC” is needed to complete the 

scope of work. 

There are a number of commercial interior General 

Contractors in the marketplace. To select the right partner, 

consider:

The experience and track record of the company and 

proposed team. Can they lead, guide and execute a plan?

 Cultural fi t within the company. Are their business 

practices in alignment with the tenant’s company values? 

Examples include ethics and transparency in process, 

environmental health & safety, sustainability. 

Do they have the technical skills, commitment, and 

resources to get the project done while creating a 

collaborative and positive experience? 

Tenants need to determine from project inception the value 

they want to get out of a GC. Do they want a GC at the 

lowest price who is simply going to do the work instructed 

to do or do they want a GC in a broader sense who will 

be their trusted advisor through the life of the project? 

There are some tenants that have cost as their number one 

priority when selecting a GC. During the recent recession, 

this was a particular trend. However, many builders provide 

the most value when are engaged as trusted advisors and 

partners with clients early on in the project. With that said, 

during the recent recession we tracked over a three-year 

period our success rate for awards on lump sum 

competitive bid projects versus a General Conditions and 

Fee proposal-based procurement method. We found that 

our most successful bid projects were jobs in which we 

had more of an advisor role than vendor relationship 

with the client.

Tenant Improvement Trends   
and What Occupiers 

Need to Know 
with Andy Holden

High-end interior built out for a 6500 square foot financial 

services firm on Mission Street in San Francisco. The design 

featured executive and open offices, copier and breakroom 

spaces; LEED certification is pending.
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2.   What do emerging young companies that 
have not leased much office space need to 
know about tenant improvement allowances?

Tenant improvement allowances are more of an ideal  

concept than a reality. They are intended to finance the costs 

of the interior improvements, amortized over the life of the 

lease, but they rarely do. Unless the space is in “move in” 

condition, the tenant usually ends expending dollars to  

cover the cost delta. Something to keep in mind with tenant  

allowances is that there is an inverse relationship with  

the size of the space; so the smaller the space the higher 

allowance on a per-square-foot basis. With early General 

Contractor involvement, better clarity can be gained in 

understanding the real costs involved with the project.  

When most GC’s are brought onboard a project, the tenant 

improvement allowances are often not shared with them.  

As such, very few tenants actually state out right that you 

must build within this tenant improvement amount.

A recent example from a non-Bay Area project: On 

14,000-square-foot lease, we were told the tenant  

improvement allowance is $30-per-foot for a completely 

new, full build-out. Even with significant Value Engineer 

efforts to achieve smarter, more efficient and cost effective 

methods of building the project, the construction budget on 

this project ended closer to $80 per foot.

3.  That begs the question, how can a GC save 
money and bring added value to a project?

By involving your GC early on as a partner; this is when  

we can have the most influence on aligning the design with 

construction dollars. Most tenants cannot go back internally 

to seek additional funds for their budget on a project. Space 

occupiers should ask their GC before build out commences 

for ideas and ways to find cost-effective alternatives while 

attempting to not sacrifice the look, feel and functionality of 

design. This alternative approach allows tenants to manage 

their TI program with a menu of options so that they can 

make informed business decisions with confidence once and 

then move forward without delays.  In fact many clients hire 

qualified companies to act as a Construction Manager/ 

General Contractor – a duel role where we are engaged  

to manage the overall project (such as design, furniture,  

IT infrastructure, security, etc.) as well as executing the  

construction portion of the project. These services are  

stypically offered at value add, with no additional fee. 

4.  Are there any new materials being deployed 
in tenant improvement work?

For material trends right now, it goes along with the overall 

design trend with an emphasis on collaborative and flexible 

work spaces, and how technology is further integrated into 

the work place. There is also a strong focus on sustainability 

and high-performing build-outs. Simply put, exotic materials 

are out, renewable and reconstituted is in! In addition,  

building owners and tenants are including the cost for the 

greater efficiencies of Smart Buildings that control the  

lighting and ventilation systems.  

5.  Speaking of sustainable, what should tenants 
take into consideration when deciding whether 
or not to pursue LEED certification?

Leadership in Energy and Environmental Design, or LEED,  

is a framework by which to complete a highly sustainable 

project (and a great one). You can absolutely complete a 

project with significant sustainability and energy efficient  

features and not pursue LEED certification. LEED was  

developed by the U.S. Green Building Council approximately 

11 years ago. There are other emerging sustainability trends 

and standards being developed, such as Zero Energy 

Buildings and the Living Building Challenge.

While there are more, four key points for a typical tenant to 

consider when deciding if a highly sustainable project makes 

sense for their project include:

 a.  High Performance/Energy Savings: A potential higher  

up-front investment in a more energy efficient design  

will likely result in lower operating costs. This return on 

investment, or ROI, is usually amortized over the life of 

the lease. The tenant needs to understand and be able to 

account for this overall cost of operations over time, as 
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opposed to focusing purely on the immediate 

capital expenditure. 

 b.  Corporate Citizenship: Will a commitment to 

sustainability advance the reputation of your 

business in the marketplace? Do you need to make 

this commitment just to keep up with your competitors? 

 c.  Investment in Human Capital: Healthier buildings have 

proven to promote healthier, happier, more productive 

employees. Does this fit in with your company’s values?

 d.  Government/City Regulations: Are you required to meet 

certain sustainable standards? Know this information 

up-front so you can incorporate the minimums into 

your plan.

6.  What are the cost differentiators between a 
Sustainable TI build out, and one that isn’t?

We are frequently asked this question, and the answer is 

that it really depends on the extent of work being 

completed. For example, no or low Volatile Organic 

Compound (VOC) paint is now quickly becoming an 

industry standard. This is paint that creates little to no fumes 

and is typically water based. This is absolutely considered a 

sustainability feature and there is no cost difference. Other 

architectural finish items, such as reclaimed wood for 

cabinets and flooring or recycled content carpet, is slightly 

more expensive. The cost differential can range from 

insignificant to substantial compared to the standard 

non-sustainable product. Where we see the greatest 

potential cost differential is how the building electrical 

and mechanical systems are engineered. Some examples 

concerning electrical/mechanical might be the amount and 

extent of lighting and heating controls, sensors and higher 

efficiency equipment. This is related to the previous question 

on understanding ROI and the decreased cost of building 

operations over the life of the lease in order to make a 

smart and informed business decision.

7.  Related, what is the cost to get an office 
space officially LEED Certified?

Some architects and engineering firms will charge extra 

for their services to design and engineer a LEED certified 

project. However, the industry is quickly moving toward 

sustainable design as a standard, rather than an added 

service. This is the same with general contractors building 

a LEED certified project. There is usually a cost associated 

with administering a LEED project. This is to help set initial 

goals, determine the level of certification (Certified, Silver, 

Gold, Platinum) confirm and validate the design meets the 

LEED certification requirements, compile the supporting 

documentation required in order to satisfy the credits 

required to achieve the target certification level and submit 

the completed package to the United States Green Building 

Council. This service can be provided by either the architect, 

general contractor or a third-party professional LEED 

administrator and can range from a few thousand dollars 

to tens of thousands – depending on project size and 

certification level. The actual cost by the USGBC to 

review and certify a commercial interior project is 

a few thousand dollars. 

8.  What are you fired up about for the future?

Technology! How technology is and will continue to trans-

form the way buildings are designed, built and maintained. As 

an example, there is a significant shift in harnessing 3D tech-

nology into the design and construction process. Lighting and 

energy models, fabrication and field coordination, manpower 

scheduling and real-time cost analysis are just some of the 

ways the building industry is utilizing 3D technology in the 

design and construction process to be more collaborative, 

productive and to reduce wasted time, materials and effort. 

These emerging tools are more commonly used in larger 

and technically complex projects, such as high-rises, hospitals 

and data centers. Smart contractors are actively adapting 

these tools for the office tenant improvement market.

Andy Holden is Senior Vice President, Division Manager for Swinerton Builders specializing in tenant improvement, adaptive re-use, seismic 
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Jobs, Rents & Engineers

The San Francisco-San Mateo-Marin County region was the 

nation’s strongest job market during the year ending July, 

with a 4.4 percent increase in total payroll jobs. Santa Clara 

County was second, with a 3.5 percent increase in the  

period – most of them outside of the county’s largest city. 

The City of San Jose gained 2,400 jobs since 2007, according 

to the U.S. Bureau of Labor Statistics. Its 0.29 percent 

growth ranked only 17th 

in the nation during the 

period. The East Bay, mean-

while, gained 1.2 percent 

of payroll jobs for the year. 

San Francisco apartment 

rents are averaging $2,734 

a month (in June), up 13 

percent from a year earlier 

and well above the $2,128 

when tech stocks were at 

their peak before the dot.

com bubble burst in 2001. 

Google engineers earn an 

average of $142,000, up from $104,000 in 2008, according  

to estimates by Glassdor.com, which analyzes compensation 

figures collected from users.  Bay Area software engineers 

earn an average of 17 percent more pay than their U.S. 

peers in the same occupation, Glassdor states.

Geek-speak

Who are we to say? The commercial real estate industry  

has offered up its share of acronym soup over the years.  

But the tech industry does not shrink from generating  

interesting new phrases, even words.  

One of the latest: “acqui-hire”

This is one of the latest trends – startups getting snapped 

up for their talent, or hire-by-acquisition.  And there are  

two schools of thought on acquire-hire. One is that the 

buyer gets a team of software engineers who have worked 

together in the past, making integration potentially seamless.  

On the flip side and according to John Coyle, a professor at 

the University of North Carolina’s School of Law and co-

author of a paper on acquisitions and recruitment in August. 

Coyle wrote that  

the move can be a  

consolation prize and  

“is often the alternative 

to liquidating and sending 

your resume out.”

Surely, as long as we have 

so many startups in the 

Bay Area, we’ll continue 

to see more acqui-hiring.  

Google Nears  
Triple Crown 

Until a few weeks ago, 

baseball’s last Triple Crown winner was Boston’s Carl 

Yastrzemski in 1967 (.326 batting average, 44 home runs, 

121 runs batted in). On the final day of the 2012 season, 

Detroit Tigers’ slugger Miguel Cabrera put his name in the 

record books by capturing the Triple Crown, finishing the 

year with 44 homers, a .330 average and 139 RBIs.

Now, technology is heading for its own version of  

the Triple Crown.  

Google is expected to surpass rival Facebook Inc. in selling 

online display Ads in the U.S. this year, according to research 

firm eMarketer Inc. If it happens, Google would have its 

 ‘triple crown’ and a first, for being the market leader in 

Trend Watch
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web-search Ads, mobile Ads and display Ads, which include 

graphical, interactive and video Ads. Emarketer estimates 

that Google will generate net display revenue of $2.31  

billion this year, or more than 15 percent of the total U.S. 

market and up from its 2011 total of $1.38 billion and a 

market share of 13.5 percent.

Facebook Hits a Billion

Social media company Facebook reported in early October 

that it reached the 1 billion active monthly users threshold 

last month, and is up by 45 million users since June.

Facebook, based in Menlo Park, hit the 1 billion milestone on 

Sept. 14 at 12:45 p.m. Pacific time, the company said on its 

website. It added that it had 600 million mobile users, 

according to a fact sheet posted on its website.

Wal-Mart to Amazon’s Kindle: “You’re Fired!”

Wal-Mart Stores Inc. followed Target Corporation in  

removing all Amazon’s Kindles from its stores and 

announced it would no longer carry the gadget and its  

price-checking capability by scanning in-store product  

bar codes and comparing Wal-Mart’s price to Amazon’s. 

Retailers are increasing fighting back over cases of ‘show-

rooming’ and defending their investments in retail stores. 

San Francisco Landlords Up Ante to  
Lure Tech Tenants

With San Francisco tenant demand for office space circling 

near 2 million square feet, and most of it by technology 

companies, property owners in the central business district 

are increasingly converting their classically arranged office 

space to tech-friendly space featuring more common areas, 

break out space, open ceilings and collaborative space. 

Driven by limited inventory in SOMA, the $65-$70  

per-square-foot tenant improvement investments to convert 

buildings that historically housed professional service firms is 

worth it for landlords, as so-called ‘creative’ space usually 

commands a 20 percent (or more) rent premium than  

standard offices.

New Economic Bellwether – Diamond  
Sales in China

In 2011 China jumped to become the world’s second largest 

buyer of diamonds (behind the U.S., which buys 38 percent 

of the annual supply). However, China’s appetite for luxury 

goods and particularly diamonds may be tapering off, accord-

ing to the distribution arm of the mining company, De Beers. 

“Last year China’s diamond purchases grew 20 percent. This 

year, it will be up around 10 percent,” said Varda Shine, chief 

executive of the Diamond Trading Co. in the Wall Street 

Journal. Diamond Trading is a subsidiary of De Beers. 

Consumer Confidence Up, Immelt’s Too

Consumers increased their average annual spending by  

3.3 percent last year, the fastest rate since 2006, according 

to recently published Labor Department figures. In 2011 

consumer incomes increased 1.9 percent, to $63,685, which 

likely gave them more confidence in spending. Meanwhile, 

The Conference Board’s index of consumer confidence in 

September rose nine points to 70.3, vs. 61.3 in August. One 

of the reasons for greater confidence has been the broad 

recovery in home prices.  Case-Shiller’s current survey 

reports that home prices are up in 16 of the 20 major 

metro markets it tracks compared with a year ago, with  

San Francisco’s up by 10.1 percent. Even though Caterpillar 

and FedEx have offered dim forecasts for 2013, General 

Electric Company CEO Jeffrey Immelt recently said that 

despite weakness in the global economy, he expects GE’s 

organic revenue with its industrial businesses to increase 

more than 10 percent next year, which is up from his  

summer forecast of 5-10 percent. Immelt cited booming  

aircraft-engine sales, rising medical-device orders in emerging 

markets and growth in GE’s oil and gas business for the 

spike in his confidence.
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Beacon Economics’ Outlook on 
California’s Economy

Taxable sales in California posted their 12th consecutive 

quarterly increase in the second quarter of 2012. Beacon 

Economics is forecasting that taxable sales will grow by 

an average of 7% over the next year, reaching their 

pre-recession peak by the end of 2012. 

Median home prices in California are forecast to grow by 

roughly 7% in 2012 and roughly 5% in 2013, before settling 

into the mid-3% range by 2016-17.

California’s export growth has slowed from the double-

digits experienced in 2010 and 2011. Exports have 

continued to increase, albeit at a more tepid pace. The 

dollar actually depreciated slightly against the euro 

in August, suggesting that investors are slightly less 

pessimistic about Europe’s prospects than they were 

earlier in the year.

For the nation, Beacon is forecasting that GDP for the 

second half of the year will be near 2.5%. The firm had 

predicted growth in the 3% range, but like many forecasting 

groups, Beacon has pushed estimates down.

Stanford University’s Land Value Pegged 
at $4.5 Billion

One may question the estimate, which was published by 

FORBES in October, but it is interesting to compare the 

cost it allegedly took Leland Stanford to build the university 

with current land values. Completed in 1891, the cost in 

2012 dollars would be $39 million but some have estimated 

the land value today would be $4.5 billion. While most 

forget that Mr. Stanford was a former California governor, 

he amassed his great wealth as a railroad magnate and in the 

1870s acquired more than 8,000 acres of what would 

become greater Palo Alto.
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Snapshot: North I-680 
      Office Market
Reported by Rick Steffens, SIOR & Senior Vice President 

Sales Activity:

Treat Towers, arguably one of 

the top three assets in the 

North I-680 market, traded for 

approximately $118 million 

($312-per-square-foot) in the 

third quarter.  The two-building 

378,000-square-foot project located in the Pleasant Hill 

BART submarket was purchased by Metropolitan Life 

Insurance Company from a joint-ownership structure 

involving TIAA-CREF and Equity Office. The property 

was approximately 85% occupied at the time of sale. 

Also sold was Hookston Square, a two-building 

213,000-square-foot and garden-style office project 

located in the Pleasant Hill submarket.  The project was 

approximately 70 percent occupied at the time of sale. 

The new ownership, True North Properties out of White 

Plains, NY, is currently underway with numerous upgrades 

to the property. Special servicer LNR was the seller.

More recently, San Francisco commercial property investor 

Divco West acquired 600,000 square feet of Class A office 

space in Concord from Swift Realty Partners, paying $94 

million, or better than $156 a square foot. The buildings 

represent half of the four-building 1.1 million square-foot 

Bank of America complex that Swift acquired in the 

summer of 2011 for $88 million, or $80 a foot, then 

renamed Swift Plaza.

They are fully leased to Bank of America through 2018 and 

are located at 2000 Clayton Road and 2001 Clayton Road 

adjacent to the Concord BART station. They include a Tier 

4 data center. Swift put the properties on the market in 

February after owning the complex for less than a year. 

The real estate investment company retains a vacant 

189,000-square-foot building at 1755 Grant St. and a 

300,000-square-foot building at 1655 Grant St., where Bank 

of America until this summer occupied five of 13 stories.

Leasing:

The backbone of lease activity was numerous deals over 

10,000 square feet, he majority of which were tenants 

“trading spaces” within the market to better their space 

while keeping their rental rates at levels from five years ago. 

The significant lack of new tenant activity in the North I-680 

market and musical chairs nature of the transactions led to a 

small amount of net absorption but not near the kind that 

will significantly reduce the 18.5% overall vacancy rate of the 

north I-680 market.  

The usual migration from San Francisco and Oakland has 

yet to occur in this cycle, yet with San Francisco rents 

continuing to rise, history suggests that it is a matter of time 

before the spill-over effect kicks in and companies begin to 

relocate to the eastern side of the bay. However, there is a 

difference between the current Bay Area tech economy and 

previous cycles. Today, all the tech companies have to have 

a major presence in San Francisco to accommodate their 

employees, so not all companies will have the option of 

leaving the city for the Oakland or the suburbs. But those 

that can relocate to the East Bay may.

While North I-680 office rents have risen by 5 or 6 percent 

in the past year, they are still below replacements costs and 

nowhere near the level for landlords and investors to begin 

considering speculative development. 



C&C INSIGHT — Vol. 3 Issue 3 17

Rick T. Steffens, SIOR, is in the Walnut Creek office of 

Cornish & Carey Commercial Newmark Knight Frank.

Elsewhere in the East Bay

In Pleasanton, the enterprise cloud company for HR and 

finance, Workday, went public in mid-October and raised 

over $600 million. Co-founded by ex-PeopleSoft executives 

David Duffield and Aneel Bhusri, who left PeopleSoft after  

its acquisition by Oracle in 2004, the company is growing 

rapidly and likely to absorb a big chunk of East Bay office 

space at some point in the future.

Ross Stores and PG&E are also growing their  

East Bay footprints. 

Ross Stores Inc., which is headquartered in Pleasanton, is 

vacating an estimated 200,000 square feet there while 

acquiring more than 400,000 square feet in Dublin while 

Pacific Gas and Electric Co. is expanding in Bishop Ranch by 

an additional 145,000 square feet.

The new San Ramon space will house 700 staff members 

moving from existing PG&E offices in Oakland, Concord and 

San Francisco. The energy provider signed a new lease with 

landlord Sunset Development at 6111 Bollinger Canyon 

Road. PG&E already leases 250,000 square feet in an  

adjacent building at 6121 Bollinger Canyon Road, which  

the firm leased in March to house a gas control center. 

Steve Kapp, SIOR and Mike Spiro in 

the Hayward office of Cornish & Carey 

Commercial Newmark Knight Frank 

leased a two-story, 54,892-square-foot 

building to Aver Information Systems at 

440 Mission Court in Fremont. Major 

cross-streets are Warm Springs Blvd. and 

Mission Blvd. Formerly occupied by XO 

Communication as a co-location center, 

the building has extensive IT infrastructure 

with high speed fiber. Starbucks, Jamba 

Juice, La Salsa and other amenities are 

across the street. Mission Court 

Properties owns the building, which Kapp 

and Spiro listed for approximately 8 

months before landing the tenant. Asking 

lease rate was $0.95/PSF/NNN.

Completed Transactions



C&C INSIGHT — Vol. 3 Issue 318

Santa Clara Embraces Change 
      and Tackles Rezoning

Since the run up in property 

markets in the late 1990s 

associated with the dot.com era, 

the City of Santa Clara – like 

many Silicon Valley municipalities, 

has been busy rezoning older 

industrial parcels and changing 

land-use designations to multifam-

ily, mixed use, office and 

recreational uses.  While physical 

redevelopment mostly stopped during the 

recession, planning for the future did not. One of the more 

active real estate professionals involved in rezoning land has 

been Mike Brand, Executive Vice President & Partner of 

Cornish & Carey Commercial Newmark Knight Frank. 

Brand, who specializes in land site acquisitions and 

dispositions and has sold over 6,000 acres of land during 

his 40-year career (about 80% in Silicon Valley), has followed 

Santa Clara’s land use trends closely. In fact, he has had a 

relationship with the city for more than three decades 

that precedes Great America Park and Marriott Corp.’s 

development of that entire area off of Great America 

Parkway. More recently, Brand has been a frequent 

consultant to the city on the redevelopment of industrial 

property.

“I would estimate that 150 acres or more could go 

residential – mostly high-density multifamily product. The 

acreage total may not exceed 150, but there is this much 

land in the City of Santa Clara that could be rezoned,” said 

Brand. He added that “one of the interesting aspects of 

conversion in this cycle, compared with the early 2000s, is 

the acceleration for change. Even industrial buildings that are 

only 20-25 years old are being demolished to make way for 

redevelopment.”

Behind the push for new housing, which is often referred to 

as the ‘jobs housing balance,’ is the Association of Bay Area 

Governments’ (ABAG) and its ‘regional housing allocation’ 

counts, which in turn is spurred by California’s Department 

of Housing and Urban Development and the reallocation of 

state tax revenue to municipal governments.  

“Santa Clara is required to deliver a little over 5,000 

new housing units in this cycle and based on how many 

have been built and how many are in the pipeline for 

development application and approval, we are going to 

come really close to meeting those numbers,” said 

Steve Lynch, Santa Clara’s City Planner.

ABAG’s current ‘cycle’ is from 2007 to 2014, explained 

Lynch, and the association has already released preliminary 

numbers for Santa Clara’s housing requirements for the 

next cycle – from 2014 to 2021.

“Our General Plan takes ABAG into consideration and we 

should be able to achieve the 2014 requirement or come 

very close,” Lynch said. 

Santa Clara’s General Plan features a phased approach, or 

‘Progressive Plan,’ to the planning process with different 

time lines – 2015, 2025 and 2035. It was adopted by the 

city council Nov. 16, 2010 and included a certified Final 

Environmental Impact Report (interested parties can read 

the entire plan at http://santaclara.gov/GeneralPlan.)

The first phase represents the short-term strategy 

for growth -- between 2010 and 2015 – and focuses 

on implementing new land use classifications and 

implementation measures. It incorporates

potential development of housing sites located near the 

Santa Clara transit station, Downtown, El Camino Real 

Mike Brand
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and other residential and mixed-use areas.

Two of the preliminary zones in the city that have been  

targeted for redevelopment are called the Lawrence Station 

Focus Area and the Tasman East Focus Area. 

The Tasman East Area has 45.7 acres in 36 properties and 

approximately 25 owners. Under the 2015 General Plan,  

land use is expected to change from light industrial to  

high-density residential. The Lawrence Station area has 92.4 

acres with 41 properties and approximately 23 owners and 

current zoning for the majority of the land is light industrial 

(ML). The entire areas of each project needs to be master 

planned through the creation of specific plans for Tasman 

East and Lawrence Station.

“Creating master plans and specific plans is a big part of the 

challenge and redevelopment can’t be done in piecemeal 

fashion,” says Brand. 

For example, Brand said that a segment of acreage can  

be identified for conversion but if a developer brings a  

redevelopment proposal to the table, a new environmental 

impact report (EIR) would have to be created and the city 

wants it done for the entire parcel, not just the acreage  

one developer may control with intent to build.

Brand has been working for 18-or-20 months on assembling 

a 13-acre parcel currently owned by multiple parties, but  

the redevelopment ‘block’ is closer to 50 acres and the city 

wants Brand’s client to master plan all 50 acres at once – a 

move that he does not favor.

“Having knowledge and experience is very important to  

get the city to the table but when it comes to getting a  

governmental entity to allow one buyer to spearhead the 

entitlement process for an entire area, that is alien to the 

required bid process cities should follow,” said Brand.

And redevelopment is expensive.

“On a 10-acre piece, a developer can easily spend over  

$1 million just to get the land entitled,” Brand said.

Cost isn’t the only challenge to redevelopment. 

“In most cases, you have leases in place with existing tenants, 

infrastructure requirements that have to be analyzed – it is  

a long list and typically takes time and a small army of  

specialists to rezone large land areas,” he said.

As difficult as it may be, land use change is inevitable and has 

been going on in Santa Clara and other cities since the land 

was mostly farms and orchards.

Santa Clara’s 2015 to 2025 plan, which included Brand’s 

input, represents the intermediate strategy for growth and 

continues many of the policies defined in phase I. Phase II 

features include employment intensification north of the 

Caltrain corridor; mixed-use development along El Camino 

Real and in Downtown and commercial uses along Stevens 

Creek Boulevard. Some of the new initiatives in phase II 

include the development of new residential neighborhoods 

north of the Caltrain corridor to capitalize on existing  

transit near the Caltrain Station at Lawrence Expressway 

and adjacent to the Tasman light rail corridor; and  

plan public facilities and services in tandem with new  

neighborhoods, including retail as well as, parks, open  

space and other public facilities.

From Steve Lynch’s perspective, it has been ‘so far, so good.”

“Achieving the numbers is very important but getting the 

right projects, quality projects, is just as important. It is easy 

to attract housing but harder to get great-looking housing 

and thoughtful mixed-use projects. We are very fortunate to 

be getting interest from some of the best developers in the 

region and nation and they are here for the long haul and 

committed to building quality projects,” said Lynch.
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Tech Talk

E
mail Service Can Make 

a Difference in Your 

Business
By James M. Eastman, MS Computer Science

Email has become an indispensable part of our everyday 

lives. In our businesses we rely on email as a way to 

communicate and record business tasks. Email services 

are not all the same and your choice of an email service 

provider can make a big difference in the way your business 

handles this critically important communications tool.  

To make a good choice in email services it is important to 

understand the basic difference in email technology and 

related terminology. We will discuss the differences between 

webmail and email clients, the mail email protocols, and how 

the cloud is part of email. Businesses should also consider 

the volume of email that will need to be managed, and 

storage capacity needs.

Webmail vs. Email Client

Before discussing the different service offerings, it is 

important to understand the basic differences in email 

and related protocols. The first thing to understand is the 

difference between webmail and email clients. Both are 

software that was written to send, receive and organize 

email.

Webmail is an email program that is created to run in 

a browser. If you have ever used Yahoo Mail, Gmail, or 

managed your company email through a browser window, 

you have used webmail. There is nothing to download and 

no extra program is installed on your local computer.

An email client is an email program that is installed on 

personal computers and runs on the operating system of 

the computer. Microsoft Outlook and MAC Mail are the 

two most popular forms of email client.

Both webmail and email clients interact with the cloud – 

that is they communicate with an email server that is in a 

remote location – generally at a datacenter.

POP3 (Post Office Protocol) vs. IMAP 
(Internet Message Access Protocol)

Whether using webmail or an email client, both can be 

configured as POP3 or IMAP. The first version of POP email 

was created in 1984 with the simple goal of creating a way 

for an email program to pull a message from the server and 

get it to a local computer.

Engineers had in mind a way to allow people to quickly get 

an email message, then read and store the message in an 

offline environment. POP2 and POP3 protocols quickly 

followed, and while the technology really catered to an early 

Internet of low-bandwidth and low-capacity server storage, 

it has remained a very popular way to manage mail.

IMAP was also created way back in the 80’s, but is more 

suited to today’s faster Internet and abundance of storage 

space. In an IMAP set-up, mail stays on the server and can be 

viewed by different email clients. Almost all mobile devices 

are now configured with IMAP settings, making it easy to 

view your mail on the go, while maintaining a copy for 

viewing on another computer.

So, what is the right service for your business? In many 

cases a small business can run a webmail system with POP3 

settings and have great success managing their mail. If most 

of your office workers are sitting at their desks and handling 

email tasks in one place, a typical POP3 setup using webmail 

is fine.
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If on the other hand your company is mobile and requires 

constant access to messages in multiple locations, IMAP is 

the right setting, and you are likely to require larger storage 

capacity to accommodate these message that are being 

stored on the server. If this is case, you may want to consid-

er some of the excellent options that are available.

Some Good Available Services

GOOGLE APPS

Google offers a suite of products that include using your 

company domain name on the GMAIL platform. Their server 

storage space is nearly limitless, and while some people 

don’t like the GMAIL interface, it syncs well with most 

devices and is very robust.

http://www.google.com/enterprise/apps/business/benefits.html

EXCHANGE SERVER

MicroSoft’s Exchange Server has been the industry standard 

for corporate email for the past 15 years. Companies 

running exchange servers have always been on the cloud. In 

this environment you are using web-based email with a 

program that looks and feels almost identical to Outlook on 

your desktop. While at your main workstation you actually 

use Outlook. In 

addition your company can share calendars and other global 

resources.

http://www.microsoft.com/exchange/en-us/exchange-online-hosted-email.aspx

APPLE iCLOUD

Of course Apple has become one of the leaders in cloud 

email offering their Apple iCloud. With seamless syncing to 

all other Apple products, this is an excellent solution for the 

MAC-based office, or those groups with greater technical 

skills for intermingling platforms.

http://www.apple.com/icloud/

James M. Eastman is the founder of Colophon New Media, 

which specializes in the development of dynamic, interactive 

websites, effective web-hosting solutions, website 

maintenance and website marketing services, based in 

Charleston, SC.

The 8 Key Concepts to Internet Marketing

Jon Leland, a previous INSIGHT contributor, has published 

the most practical and concise introduction to Internet 

marketing available on the market today.

This book’s top-level conceptual overview opens a whole 

new world of online opportunities for both those who are 

just getting started as well as those who may be struggling 

to find traction. After clarifying the inefficiencies of Old 

Marketing, “Internet Marketing: 8 Key Concepts Every 

Business MUST Know” illuminates the fundamentals of 

New Marketing with clarity, the author’s palpable 

enthusiasm and even a bit of humor.
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Enjoy the ride. The toothpaste is not going back into the 

tube. New Marketing is here to stay and because it will 

continue to evolve rapidly, the sooner you get involved the 

better. After delivering a prologue -- A True Sea Change, 

Leland takes readers through 8 key concepts.

Part One:  Build a Solid Foundation: 

Know Your Fundamentals.

Key Concept 1: Authenticity Ignites Your Attraction Engine

Key Concept 2: The Gospel of Relevance

Key Concept 3:  Conversions & Customer Engagement: What 

Happens Next?

Key Concept 4: Launch and Learn: Be In It to Win It

Part Two: The Different Types of Internet Marketing

Key Concept 5:  Well-Targeted SEO Leverages Your Strategic 

Focus

Key Concept 6:  NextGen Advertising is PPC, an Outrageous 

Outreach Opportunity

Key Concept 7:  Social Media Marketing and the 

Customer-Powered Future

Part Three: Make It Last

Key Concept 8: Lead with Value

Taking It to the Next Level

Jon Leland
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Senior Associate Jeff Traynor, Senior Associate Mark 

Carrington and Senior Vice President, Managing Director 

Haden Ongaro represented the owners of 470 Dubois in 

San Rafael in commercial space leased by Tesla Motors Inc.

Tesla Motors Inc. leased 8,000 square feet in San Rafael for 

a five-year term and plans to open a service center later this 

year for Tesla Roadsters and the Model S. The end-cap unit 

is part of a single property that houses Maserati, Ferrari 

and other tenants.  Dubois is off of Anderson Drive and 

less than half a mile from Highway 101. 

“The end-cap of the building was attractive to Tesla because 

of the outdoor parking area and capability to add a fence 

around the parking perimeter,” according to Mark 

Carrington.

The building owner, D.R. Stephens & Co., upgraded the 

power to the building as part of the lease to accommodate 

the extra power supply that Tesla will require to service the 

electric vehicles. The lease agreement called for “600 amps 

of 208/120 V – three-phase, four-wire electric service.” 

L-: Ongaro, Trayner and Carrington are standing by the 

power supply box in this photo 

“They choose Marin because that’s where Tesla believes a 

high percentage of its buyers would come from,” said Jeff 

Traynor.

The company has two Bay Area locations: a showroom 

in the Santana Row shopping center in San Jose and a 

combined showroom and service center in Menlo Park.

It has 24 showrooms worldwide, most of them without a 

service department, and 18 stand-alone service centers, 

a number it plans to double by year’s end.

Founded in 2003, Tesla sold its first vehicle, the Roadster, 

in 2008. The premium sports car had a starting price of 

$109,000 and only 2,500 were made.

Tesla recently began selling its second car, a luxury sedan 

called the Model S, which ranges in price from about 

$50,000 to $98,000. It plans to deliver 5,000 sedans this 

year and increase production to 20,000 annually starting 

next year. 

It has already collected deposits from more than 12,000 

customers, said Ben Kallo, an analyst for Robert W. Baird 

& Co. in San Francisco.

Tesla Opening Marin County
           Service Center

Marin (Electric) ‘Power’ Brokers
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Heard at ICSC in San Diego
A lot of still-standing retail landlords are breathing big sighs 

of relief these days, now that their bricks and mortar have 

managed to survive both the demand-eroding Great 

Recession and on-going gravitation to online shopping.

But navigating the new competitive realities won’t get any 

easier ahead for even the most resilient owners and  

operators of destination-type regional, lifestyle, power and 

outlet centers in particular. As expert after expert addressing 

last month’s International Council of Shopping Centers 

Western Division Conference & Deal Making gathering in  

San Diego stressed, even the strongest landlords will need to 

leverage their newfound successes by continually reinvesting 

in and reinventing their centers.

This will require responding to the latest developments in 

how consumers shop in the Internet Age – and helping  

merchants adjust to accommodate them. “The Internet is a 

very convenient excuse for poor performance,” commented 

Daniel Hurwitz, chief executive of big retail center REIT 

DDR Corp.

Longer-term success will likewise entail creatively updating 

merchant mixes and common amenities to perennially offer  

a fun and fruitful experience for all family members. “Retail 

must continually reinventing itself” even as the “dead wood” 

of obsolete formats, configurations and operating strategies 

go by the wayside, added Patrick Donahue, chairman and 

CEO of regional powerhouse Donahue Schriber.

Helping merchants embrace online commerce entails  

creatively combining cyberspace and bricks and mortar  

operations to incentivize in-store spending. For instance as 

many shoppers now scan labels with smart phones to find 

best prices online, landlords might think about working with 

merchants to offer online coupons reducing prices for  

on-site visits, suggested Alex Lelli, senior vice president/ 

development with the high-growth ULTA Salon chain.

It’s also critical to keep merchant rosters fresh and  

even unique within a given marketplace. DDR in fact has 

established its Set Up Shop program offering small and  

start-up merchants financial breaks early in lease terms  

to help them break into their niche spaces.

As Hurwitz stressed: “This gives people hope – and it helps 

make shopping centers unique.”

Likewise big community developer The Irvine Co. just 

brought a Whole Foods market to its high-end Fashion Island 

property in Newport Beach – the first Whole Foods located 

at a regional mall. “We’re trying to create a mix of uses and 

operators that compels people to come to the center more 

often,” explained Dan Sheridan, president of Irvine Co.’s retail 

division.

Sheridan also stressed that freshening concepts apply to  

a shopping center’s dining selections. “That means we  

sometimes look outside the national chains and local area  

to bring in restaurants that will be the first of their kind  

in Orange County.”

Indeed in addition to the revival in hamburger offerings of all 

sorts, organic and health-oriented restaurants are coming on 

strong today, observed Gregg Sadowsky, senior vice president 

with national landlord Regency Centers. And never forget 

that providing rewarding experiences for all family members 

also means offering family-friendly restaurant formats, added 

James Connelly, a Nadel Architects principal.

Of course attracting repeat business from full families must 

go well beyond the restaurant roster, Connelly continued. 

“Think about how a family operates. Ask yourself what you 

would enjoy at this center, what your kids would like to see.”

In centers where they’re viable, new ultra-modern high-end 

cinemas are proving magnetic. They require far smaller  

footprints while boosting per-foot sales substantially  

relative to traditional cineplexes.
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“The square footage is shrinking, but you get more revenue 

per seat,” stressed Charles Stilley, president of development 

with LOOK Cinemas.

Another challenge for shopping center owners today – there 

are fewer new retail concepts, especially for tenants with 

good credit.

“Retail innovation is by no means dead, but in comparison 

with other ICSC events in recent years, there seemed to be 

fewer new concepts coming to the marketplace. If this trend 

continues, it will compel shopping center owners to have to 

double down on attracting tenants that are growing their 

store counts,” said Jim Randolph, Senior Vice President & 

Director with Cornish & Carey Commercial Newmark 

Knight Frank, who is based in the company’s Santa Clara 

headquarters office.

Simply put, ongoing survival of shopping centers is a 

matter of non-stop focus on optimizing the merchant 

mix’s magnetism, DDR’s Hurwitz concluded. 

“Good real estate can’t bail out a bad retailer.”
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Silicon World: The Rise of the
   Global Real e-State Market

Resource Pool: 3 Million Grads including 500,000
Engineering Grads per Annum

AvgTech Salaries: 12,000 to 25,000 USD per Annum

Government Support: Tax Breaks

AvgRents: USD 1 per sqftper Month

Political Situation: Stable Democratic Government, 
GDP growth 6% to 8% last 5 years

 
lop nt & 

Cons g
53%

R&D
22%

BPO
25%

Tech Sector – The Shift

International panel seminar in Foster City

 Julian Woolgar, Emma Goodford, Viral Desai, Richard Sexton
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UK Thames Valley Region
MARKET STATISTICS

Built Stock 91.88m sq ft

Take-up per annum 1.93m sq ft

Vacancy rate 9.4%

West End City Docklands Central London

Stock 92,000,000 117,000,000 21,000,000 230,000,000

Take-Up 4,700,000 6,200,000 1,000,000 12,000,000

Availability 5.80% 8.60% 7.10% 7.40%
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Over the last decade technology companies have been the 

prominent driver of many core real estate markets around 

the world. With this trend in mind, in early October 

Cornish & Carey Commercial Newmark Knight 

Frank hosted an international panel seminar in Foster City, 

featuring colleagues from Newmark Grubb Knight Frank 

(NGKF) in New York and Knight Frank in London and 

Mumbai. The moderator was Palo Alto-based Joe Hamilton, 

SVP, Strategic Planning & Corporate Advisory. 

The speakers were:

Richard Sexton, BSc (Hons) MRICS & Partner, 

Global Business Development 

(Newmark Grubb Knight Frank, New York)

Emma Goodford, BSc (Hons) MRICS & Partner, 

(Knight Frank, Greater London)

Julian Woolgar, BSc (Hons) MRICS & Partner 

(Knight Frank, Central London)

Viral Desai, National Head Occupier Solutions 

(Knight Frank, India)

Event Highlights

Richard Sexton’s opening remarks outlined Knight Frank’s 

recent growth and expansion, citing 300 new professionals 

in China and new offices in Dubai,  Abu Dhabi and Bahrain, 

“with plans to double our Asia coverage in the next five 

years.” The current count – Knight Frank has 200 offices in 

41 countries and the combined entity with NGKF and 

Cornish & Carey Commercial Newmark Knight Frank has 

over 300 offices on five continents.

Sexton also referenced the growth of tech and digital 

companies in Manhattan and Mayor Bloomberg’s ambitious 

goal of making New York City the technology capital of the 

world. NYC’s tech economy has certainly been on the rise, 

increasing 29% between 2007 and 2012, compared with just 

4% growth in overall total employment in the City, according 

to a recent study by the Center for an Urban Future. 

Google, Facebook, Apple and all the major tech brands have 

a Manhattan presence now, and in some cases significantly. 

The City has evolved from the late 1990s when the area 

along the Broadway corridor from Tribeca through SoHo 

to Madison Avenue and the Flatiron District was nicknamed 

“Silicon Alley.”

On India, Joe Hamilton said that “India is no longer the 

cheap call center of the world (most of that work has 

moved to the Philippines); India produces an astounding 

three million college graduates per year, including 500,000 

engineers annually, compared with 70,000 engineers 

in the U.S.”

In fact, Viral Desai calls the change in India in the recent five 

years from call center capital of the world to better-paying 

IT and software development jobs “The Shift.”

“As more high-end jobs replace the call centre jobs, 

companies are looking at more skilled work from India. 

Software development and R&D now contribute 75% of 

all IT revenue and call centers (BPO) contribute 25% of 

revenue in IT exports from India. So the general perception 

of low-cost call centre location does not hold true anymore, 

and India today is a preferred choice for tech clients due to 

availability of skilled manpower with an added advantage of 

cost,” said Desai.

Desai added that “outside of Silicon Valley, India is the biggest 

tech cluster in the world now.” For example, Bangalore has 

more than 2,000 tech companies operating in the city – 

which dates back to the late 1970s with the development of 

“Knight Frank has closed 250 International 

Transactions for 85 Clients Totaling 3.1 Million 

Square Feet in the recent 24 months on outbound 

referrals from the USA.” 

Source: Knight Frank research
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the 330-acre ‘Electronic City’ industrial park in the southeast 

of Bangalore City. 3M India, Hewlett-Packard, Siemens, 

Infosys and many more global tech brands have a 

presence there. 

Desai said that of the total 40 million square feet of annual 

office absorption in India, tech companies’ account for 25 

million square feet of absorption, or 60% of the market. In 

Bangalore alone, in the 12-month period from March 2011 

to March 2012, Bangalore office space absorption (‘take up’) 

was 12 million square feet – a 10% increase over the prior 

year that ended in March 2011. 

During the discussion of the tech cluster in Central London, 

Julian Woolgar reported that Google is under contract to 

take approximately 750,000 square feet in three buildings at 

Kings Cross in a consolidation and expansion move. Google 

is currently in three locations and about 360,000 square feet 

in London and also has a significant presence in Dublin, 

Ireland, said Sexton.

Woolgar expanded on the notion that tech and multination-

al companies are returning to London’s central business 

district after being in suburban districts, for the same reason 

that this phenomenon is occurring in cities such as New 

York’s Manhattan and San Francisco: employees want urban 

amenities and public transportation options, among other 

lifestyle issues driving this trend. Vodafone, Telefonica and 

Nokia have taken space in Central London but outside of 

the tech sector Coca-Cola is the most recent occupier to 

follow this trend as they have confirmed that they will be 

relocating from Hammersmith to the West End of London.

Within the London submarkets, Central London’s West End 

has been the hottest in terms of post-recession recovery as 

its 92 million square feet of office inventory, or ‘stock,’ using 

the Knight Frank term, has an availability rate of 5.8%, com-

pared with 7.4% for the overall Central London marketplace. 

Central London has 230 million square feet of office stock. 

Emma Goodford reported on her primary business market, 

the UK Thames Valley Region, which is comprised of a 

handful of counties to the west of London that follow the 

River Thames, though not all the way to its source at 

Thames Head in Gloucestershire. The M25 Beltway extends 

west of Heathrow Airport and cuts through the valley going 

north and south, while the rest of the market area is shaped 

westward by the M40 highway on the north and M3 highway 

on the south. 

The Thames Valley has nearly 92 million square feet of office/

R&D stock with such notable tech occupiers as IBM, Oracle, 

Canon, Dell, Norton, Adobe and many more. Average annual 

absorption, or ‘take up,’ is 1.93 million square feet the 

current vacancy rate is 9.4%. Goodford cited a few trends 

that are taking place now, including the increase in Asian 

companies expanding in the region. She said the Chinese 

telecom company that has caught some attention in the 

U.S. recently – Huawei, is expanding from 30,000 square 

feet to 139,000 square feet into a building that was ironically 

developed for Cisco Systems but never occupied by the 

San Jose, CA-based company.  She also reported that 

residential development is increasingly associated with 

business campuses and that tech companies prefer town 

centre locations. One challenge looming for the Thames 

Valley is the potential lack of power supply for a power 

hungry tech industry, in order to maintain its growth. 
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Divisible from sf to sf

± ceiling heights with ample glass line

Patio along th Street for outdoor dining

Erika Elliott
eelliott ccareynkf com

Large awnings and blade signage available

high end rental units fully leased

Vanilla shell delivery

9,558 sf
Restaurant & Retail Uses
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Richard Knutson,  Anthony Pappageorge and Joey Wang 

represented the seller and procured the buyer of Paramount Arms 

Apartments in Concord, CA that closed in September this year. 

The Emeryville team of Cornish & Carey Commercial Newmark 

Knight Frank’s Apartment Advisors Group has closed over 600 

units with transaction volume in excess of $60 million since the 

beginning of 2010. Paramount Arms, with 38 apartment homes, 

sold for $3.7 million and was purchased by the first prospective 

buyer contacted. 

Completed Transactions
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Office Market Trends
Vacancy Rate (%)

Region/Use Inventory (SF) Overall Direct Sublease

Silicon Valley 64,024,293 11.96% 11.05% 0.91%

Walnut Creek 18,182,416 18.5% 16.7% 1.7%

Sacramento 66,316,496 24.7% 23.3% 1.3%

Palo Alto 28,787,174 8.1% 6.7% 1.4%

Pleasanton 24,795,511 13.6% 12.7% 0.9%

San Francisco 81,894,102 8.1% 7.7% 0.4%

Emeryville 25,580,807 19.3% 17.4% 1.9%

San Mateo 35,888,112 13.9% 12.0% 1.9%
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R&D Market Trends

R&D

Region/Use Inventory (SF) Overall Direct Sublease

Silicon Valley 142,046,911 15.87% 14.12% 1.75%

Palo Alto 29,859,626 9.1% 6.9% 2.3%

San Mateo 19,159,963 11.2% 7.7% 3.5%

Hayward-I880 Corridor 27,505,680 24.0% 21.9% 2.1%
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Industrial Market Trends

INDUSTRIAL

Region/Use Inventory (SF) Overall Direct Sublease

Sacramento 154,083,912 18.3% 17.5% 0.8%

Pleasanton/Tri-Valley 20,688,539 14.8% 14.1% 0.7%

Walnut Creek - Contra Costa 20,562,828 11.3% 10.9% 0.3%

Walnut Creek - Solano/Napa 37,576,885 13.0% 12.0% 1.0%
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PRODUCED BY CORNISH & CAREY COMMERCIAL NEWMARK KNIGHT 
FRANK MARKETING and MARSH MARKETING 

All information contained herein has been given to us by the owner(s) of the property or by other 
sources we deem reliable.  We have no reason to doubt its accuracy, however we do not guarantee it. 
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North America
Canada
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New York
 New York
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 Pleasanton
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 San Francisco
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Connecticut
 Greenwich
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