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General Experience
Completed over 1,000 lease transactions 
representing landlords and tenants in OC.

Represented buyers and sellers of office buildings 
from 1,000 to 100,000 SF.

Currently, I focus on executing value-add business 
plans for investors including acquisitions, leasing 
and disposition.

My mission is to smooth out the drastic lows of the 
office market.
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2017 Notable Trends
The economy and office markets are healthy through 2016.

1. Rents are up 4% to 8%

2. Property Values are up 20%

3. Unemployment rate continues to drop – 3.9% in OC

4. Continued absorption – 1.2M SF 

5. Vacancy rates are low – 8.9%

6. Construction activity is up – 2.4M SF under construction

7. Still below peak rents and values



Vacancy hits 8.9%





OC Rental Rates
Rental Rates continue to trend upwards but still below the last peak.



















2004 - 2008 Construction



3161 Michelson – Irvine 
Built in 2007
BTS for New Century Funding
533,581 SF



200 Spectrum Center Dr

Delivered 2016





Boardwalk - Irvine





400 Spectrum Center



Under Construction
The Broadcom Campus – Now Avago

South Orange County

880,000 SF – “100% Leased” but for Sale

Vacating similar SF in University Research Park in Irvine

Unfortuantely, Silicon Valley is acquiring companies and consolidating 
up North.



Broadcom BTS – For Sale













Flight – Tustin; +/- 870,000 SF



Small Tenant Market
34 of the top 40 leases signed in 2016 were 
24,000 SF to 90,000 SF.

80% of tenants are under 7,000 square feet.

Despite efforts by municipalities and large 
landlords, out of market corporations are 
not coming to OC to take substantial 
amounts of space.



Sales Volume & Price











Class A Product
Investment-grade

Modern Mechanical Systems

Highly Desirable Location, Finishes and 
Layouts

Command the Highest Rent or Sale Prices

“Creative” space has made its own 
classification.



Class A Product





“Creative” Space











Class B Product
More Speculative Investment

Depend on lower rents or sale prices to 
attract tenants or buyers

Utilitarian space 

Ordinary design

Average to good maintenance



Class B Product







Office Values & Assumptions

1. Comparable Sale

2. Income

3. Replacement Cost



Comparable Sale
More off market sales could start happening.

More transactions to compare with.

Additional Features are Important (TI, 
Amenities, Furniture, Energy Savings, retail 
proximity, housing options.)



Sale Comps



Sale Comps



Sale Comps



Size: 41,545 SF

Sold: $15.05M / $362 PSF

Date: August 16, 2016

Notes: 20,000 SF was 
vacant, shell condition.

Owner/User Sale

96 Corporate Park, 
Irvine



Size: 41,064 SF

Sold: $15.7M / $382 PSF

Date: August 19, 2016

Notes: 5.8% cap; 100% 
leased

Exchange Buyer

2860 Michelle Drive, 
Irvine



Size: 4 buildings (105,578 SF)

Sold: $27M / $257 PSF

Date: January 20, 2017

Notes: 99% leased

Private Equity Group

Centerpointe, 
Irvine



Income Approach
Everyone is chasing yield and certainty of cash flow 
is important.

Great method to use right now to create or 
substantiate your valuation.

Owner / users take a lot of risk out of the equation 
and can boost property value day 1 by signing a 
lease for all vacancy.



Income Approach Cont.
Vacancy and lease expirations are expensive.  Verify the 
“upside.”

Lack of competition and Captive Tenants Increase Lease 
Rates

Creative space continues to get 30% higher rents than its 
previous classification

Modern TI is more important than green infrastructure 
when it comes to boosting NOI

Spec suites are better than shell.



Lease Comparables



Lease Comps Cont.





Income Assumptions
Rent Growth – 5% p/yr for next 2 years.

Escalations – 3.0%

Free Rent – 1 month for every 2 years of Lease Term

Down Time – 6 months if ready for occupancy; 9 - 12 
months if it is shell or needs a lot of work.

Commissions – 7% on NNN and 6% on FSG leases

Improvements - $15 - $65 PSF on vacant space; $10 -
$15 on renewal

Vacancy – 10%



Replacement Cost
Prices are at 2006 levels which is pushing for a 
development cycle

Land Cost in Urban Areas has Held its Value

Higher Finish Levels and Infrastructure is Required 
by Occupants 

Local & State Politics are Increasing Costs

$300 to $400 PSF Development Cost + Profit



Replacement Cost 
Assumptions
Land Cost - $60 PSF of useable land area ($150 PSF 
on building area)

Hard Costs - $130 PSF

Tenant Improvements - $70

Soft Costs - $10 PSF

Total costs of $360 PSF

Necessary income for 9% Cap Rate = $32.40 PSF, 
NNN



Office Real Estate Cycle

2012

2010

2015

2008

2009

2016

2018



Forecast
2017 will be another growth year for office

New development will continue push rents.

Owner / User sales will increase.

More off market sales will start to occur.

Cap rates will remain low with underwriting 
expecting rent growth.



Uncertainty???
1. The man with the itchy Twitter finger 

2. Interest Rates 

3. Corporate Acquisitions (Broadcom, Qlogic)

4. The length of the current cycle

5. Stock market at record high

6. China, Brexit, Middle East
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