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n August 13, the Silicon Valley/San Jose Business Journal sat down with industry leaders of top Silicon Valley companies to discuss the business climate, trends and forecasts in commercial real estate and construction. John Sensiba at

Sensiba San Filippo LLP; Ralph Barnett from Bridge Bank; Marc Mizgorski with Hayward Lumber; Philip A. Mahoney from Cornish & Carey Commercial; Marjorie Goss with Cupertino Electric, Inc.; and Dan Amend at Toeniskoetter Construction answered
questions from Publisher James MacGregor in a symposium held at the San Jose Marriott. Following are highlights from the
panel discussion. Read the complete transcript at www.ssfllp.com

DAN AMEND

Toeniskoetter Construction

Ralph Barnett
Bridge Bank

Q: I’d like to talk about how your year is going,
and your outlook for 2013.

John Sensiba: Our clients are doing well.
We are definitely seeing an increase in business across many industry sectors including
interestingly, manufacturing—which drives
a lot of what goes on in commercial real estate and occupancy.

We had a 68% increase in our
revenue; and this year, we’re
tracking at the same level.
—Marjorie Goss

Ralph Barnett: We see positive signs across
the board from technology to corporate banking to residential and commercial real estate.
We expect those trends to continue. On the
investment side, most requests are for refinancing. People are taking advantage of the
extremely low interest rate market, locking in
five-, 10-year fixed rates primarily in the office
and retail sector.
Philip Mahoney: For Cornish & Carey, it’s our
best back-to-back years ever. We are seeing a
lot of Class A and rehabs of older R&D buildings. A lot of companies want a nice look and
want to keep their margins high.
Dan Amend: Construction is growing by leaps

Marjorie Goss

Cupertino Electric Inc.

Philip A. Mahoney

Cornish & Carey Commercial

and bounds. It’s our best year yet, and development has been solid.
Q: How did you manage your business in the
last couple of years?

Marc Mizgorski: We focused a lot on our cash
customers, and created programs to better understand their needs.
Marjorie Goss: We try to treat all of our business partners the way that we would like to be
treated. We also are very selective about who
we business-partner with. We want to make
sure that we all share the same core values. Relationships are really important to us.
Q: How has consolidation impacted your
industry and your clients?

Philip Mahoney: Clients increasingly want
global service. They want the best local expertise, but they also want to have a cost-advantaged approach on a global basis. We’ve
seen a tremendous amount of consolidation
and partnering. As an example there is a local company that is off-shoring a lot of their
manufacturing needs. They need to stay
here to be cutting-edge from a technology
and engineering standpoint. They just didn’t
need the manufacturing floor and test floors
that they once had, so they consolidated
out of 300,000 square feet in San Jose into a
building at the airport.
Marc Mizgorski: We have seen some interesting
things where suppliers have become competitors.

Marc Mizgorski
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John Sensiba
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Dan Amend: Construction’s been interesting
to watch because it was highly anticipated that
general and subcontractors were going to fail,
and they didn’t.
Q: Talk about tax incentives for green building
and green construction.

John Sensiba: Section 179D encourages energy efficiency, and you get accelerated depreciation for having efficient lighting, efficient

The past couple of years, having
an in-house construction group
with our development operations
has provided speed and flexibility.
—Dan Amend

HVAC, or what they call “the envelope” of
the building. We’ve got many clients who are
making building improvements such as replacing the lighting in larger facilities. These
investments have had a very positive overall
economic impact, with specific tax savings
gained. There are still significant incentives to
be “green” in new construction as well. Many
projects have gone from being un-fundable to
fundable, based on the tax benefits for the energy efficiency in the building.
Philip Mahoney: You’re not going to build
a new office building that isn’t LEED Gold.
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And so we recommended that folks pay very close attention to the two
things that could potentially sink them—excess inventory and excess labor.

Tips

—John Sensiba
You’re going to be required to do it, and the
market is going to require it.

into more employment opportunities for that
homeowner.

Dan Amend: The difference between existing
building and new construction is significant.
With new construction, just Title 24 in California gets you almost to LEED-certified.

Q: What trend story in your business should we
follow over the next 12 months?

You are not going to build a new
office building that is not LEED
Gold. You will be required to do
it and also, your competitors are
doing it. The cost savings are
real, and make sense over time.
—Philip Mahoney
Ralph Barnett: We see owner-user commercial real estate gravitating toward that for longterm savings. The government has a program to
encourage that type of financing, and the bank
started an Energy and Infrastructure Group to
focus lending on construction projects devoted
to green infrastructure.
Q: Where do you see potential for growth in the
Bay Area economy, and what would you recommend for site location?

John Sensiba: It’s heavily dependent on
where your resources are. If you have a labor
pool in Tracy, then you ought to be looking to
build a facility there. The 880 corridor is ripe
for redevelopment from San Jose to Oakland.
I see that as a real opportunity, especially for
manufacturing.

To the extent we think we’ve got
opportunities to grow in selected
markets, we’re adding people.
—Marc Mizgorski

Philip Mahoney: Jay Paul’s new Moffett Place
project is a good example. It is spilling into
Santa Clara and North San Jose, which have the
space to absorb it.
Ralph Barnett: We see both residential and
commercial development looking not only at
freeway access but also ease of access to mass
transit. Commercial projects along these mass
transit corridors provide flexibility to the employer in attracting employees that might not
otherwise make the commute. From a housing perspective, that same flexibility translates

Ralph Barnett: One trend is capital-allocation
rules, especially as they relate to construction
and land loans. Regulators have proposed, and
placed to go into effect, a significant increase
in how much capital needs to be allocated towards a construction or land project. It will
probably increase our costs 30 to 50 percent.
You’re going to see lenders making a decision
to not get in the market because it’s too economically prohibitive, or those costs will get
passed to the borrower.
John Sensiba: In the CPA profession, there will
be unprecedented consolidation over the next
five to 10 years. Competition is healthy and I’m
concerned that, with fewer firms, our profession could repeat some of its past mistakes, especially in Silicon Valley where the competition

The primary client that we work
with is a small to medium sized
business owner, they are starting
to feel a little better in terms of
the traction they are receiving
and so we are seeing more
requests for expansion right now.
—Ralph Barnett
for technology audits is such that people do
them below cost in hope of taking companies
public. They lose their independence related to
the attest service. Our business is to serve the
public trust, both in tax preparation and financial-statement attestation.
Q: How do you see the industry leveraging
Technology as a competitive advantage?

Marjorie Goss: Technological innovation is
changing the way we do things very rapidly.
There’s a much higher expectation for collaboration on projects. BIM, especially, has
changed the entire way that we collaborate.
I think social media concepts will end up being applied to integrated project delivery so
that you get a collaboration platform that’s far
more effective.
Marc Mizgorski: Technology as it relates to
how homes are built will accelerate. Building
science continues to evolve, and we’re continuing to watch that and help our customers be on
the forefront. ■

Read the complete transcript at www.ssfllp.com
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Class A loans are becoming more
frequent, with the trend being to
rehab older R&D buildings, give it a
refresh, and bring it from a 70s’ to
a 90s’ building.

2

Don’t change strategies depending on whether it’s an up or down
cycle, maintain consistency with
your approach to serving customers. If you think about the “Golden
Rule” as you’re doing business, it’s
amazing how it will change the
experience that your customer has,
your vendors have and your employees have.

3

Invest in a culture of safety: It’s
not just about a certain safety
score in order to get the job, it’s
about caring about your employees, recording every single thing,
looking at it and making sure we
understand what we could have
done differently. We want to send
them home in the same condition
they came in.

4

Remember business fundamentals: Educating your team and
your clients about how to survive
during a downturn. When you
panic, you may not remember the
fundamentals—pay close attention to the two things that can sink
your business—excess inventory
and excess labor. Don’t order so
much, burn it off, be careful about
your buying. Buy for the job. When
hiring—hire for quality!

5

Right now is a good opportunity
to build, buy new equipment, and
expand to a second location. For
construction clients, if you’re going
to buy a large piece of equipment,
get it and have it in service, so it’s
eligible for either the 50 percent
bonus depreciation or a higher
expensing election. Just buying
equipment by the end of the year
doesn’t get it done. It has to actually be in service.

Sometimes the best tool of
the construction trade is a
good accountant.
Expertise in the real estate and construction industries is only
gained by hard work, dedication and skilled craftsmanship.
The same can be said of accounting.
We have been serving clients in the building sector for more
than thirty years and we have learned more than a few tricks
of the trade along the way.
Call us today at 925-271-8700 and let us show you what is
in our tool box.
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