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EXECUTIVE SUMMARY
The Jefferson Union High School District (“JUHSD”) and Brookwood Advisors engaged BAE to
prepare both a fiscal analysis of the JUHSD’s proposed Del Rey Precise Plan at 699
Serramonte Boulevard in the City of Daly City, California (“Project”) and a market study that
evaluated the level of market support for office/R&D use which is large component of the
current permitted use of a 22-acre site that the JUHSD seeks to change to residential use.
The Project would include construction of up to 1,113 residential units (beyond the 122 units
currently under construction) and up to 14,000 square feet of community-serving commercial
retail space, with a current assumption being 8,000 square feet of retail in the Project. This
report first presents the fiscal impact analysis (“FIA”) and the FIA is followed by the market
analysis.

FIA Findings
Selected FIA findings are summarized in the following table. In addition to the base scenario,
the FIA also evaluates an alternate program that would rely on bond financing as a funding
mechanism, which JUHSD is considering for Parcel B. The physical development program
would be consistent between both scenarios, with the difference being that the base case
program includes 990 market-rate units and 123 affordable units, while the alternate program
includes 780 market-rate units and 123 affordable units along with an additional 210
moderate income units on Parcel B.
As shown below, the FIA estimates that both program scenarios would have a positive net
fiscal impact on the City of Daly City’s annual General Fund operating budget. The base case
program would result in a net positive fiscal impact of nearly $1.3 million per year once the
project achieves stabilized occupancy. This net impact is equal to approximately 1.4 percent
of the City’s total 2019/20 Fiscal Year Adopted General Fund budget. The alternate program
would result in a net positive annual fiscal impact of approximately $822,200, which equates
to approximately 0.9 percent of the 2019/20 Fiscal Year Adopted General Fund operating
budget.
Currently, the site generates approximately $365,300 ad valorem property tax revenue
towards the General Fund with no prospective additional development viable under the site’s
existing permitted uses. 1

See the Market Study section of this report for an analysis of the market support for the existing permitted office
use.
1
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Selected Net Fiscal Impact Findings for the Project at Buildout
All figures in 2021 dollars
ANNUAL GENERAL FUND IMPACTS
New Revenues
New Expenditures
Net Fiscal Impact

Base Case
Program

Alternate
Program

$2,814,031
($1,515,933)
$1,298,098

$2,338,179
($1,515,933)
$822,246

See report for explanation of Project, methodology, and limiting conditions.
Source: BAE, 2021.

Market Study Findings
Based upon a site inspection, neighborhood tour, careful review of market data and evaluation
of historic and current office development trends, BAE finds that the JUHSD’s Serramonte Del
Rey site is not a competitive location to attract office development. The site has no overall
potential for office development whether that is Class A, back office, biotech and/or medical
office use undertaken by either commercial developers or corporate end users. This
conclusion is based upon the site’s characteristics as well as Daly City’s relative position in the
regional economy and San Mateo County office market. Office development has been a
permitted use at the site since 1985, yet only one medical office building was built in the
ensuing 35 years. If office demand and rents would support developing new buildings, it
would have occurred during the multiple real estate market cycles that have occurred since
1985.
BAE based its analysis on real estate market data as of the end of 2019 and market research
conducted during February and March of 2020. The economic impacts of the Covid-19
pandemic have been significant and abrupt with short-term reduction of office demand driven
by shelter-in-place orders. The long-term impact of the pandemic on the regional office market
demand is uncertain and will likely change the regional office market dynamics, both in terms
of overall demand and space design, but likely not in a manner that would change the finding
that the JUHSD site is not a viable office development location.
JUHSD Site Characteristics
BAE has identified key office location criteria that are used by commercial developers and end
users to select sites for office development (see Figure 1, below). These criteria are based
upon BAE’s ongoing discussions with commercial developers active in the Peninsula Market
and technology company real estate representatives, as well as upon BAE’s recent experience
with other commercial projects for public agencies and private parties on the Peninsula. BAE
evaluated both the JUHSD site and other alternative locations in the market area against these
criteria.
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•

Critical Mass. At 22 acres, the site lacks the size to accommodate the scale of office
development necessary to establish a new successful employment center with a
distinct identity. An example of critical mass is South San Francisco’s 500-acre life
science district east of Highway 101. This city has continued to strengthen its role as a
biotech cluster, adding 1.6 million square feet of new Class A office over the past ten
years along with additional new development planned by Genentech, its anchor end
user. Other large sites for new office development can be found in San Francisco
south of Mission Bay, Redwood City, the Peninsula/Highway 101 Corridor, and
potentially elsewhere in Daly City.

Figure 1: Office Location Criteria

Source: BAE, 2020.

•

Walkable to BART/Caltrain. Proximity to public transit, in particular BART and Caltrain,
is highly desirable to office tenants. While the site is served by Samtrans bus service,
it is over two miles from the Colma BART Station, well beyond the typical half-mile that
otherwise, everything else being equal, would make the site attractive as a mixed-use,
transit-oriented development that is preferred by office tenants. Reflecting market
demand for office space near transit, Daly City’s own Class A office inventory is
adjacent or near the Daly City BART Station.
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•

Employment Center. Office businesses like to be near other office businesses –this is
an agglomeration effect that is seen throughout the Bay Area. The site is not located
in a recognized employment center and it is located in a primarily residential
neighborhood with multi-family residential developments defining the northern and
southern gateways after exiting Highway 1 to reach Serramonte Boulevard. The site is
set back approximately 400 feet south of Highway 1 and a half-mile from Interstate
280. An office project here cannot offer visibility and identity that is often desired by
corporate end users and/or tenants.

•

Highway 101/Caltrain Corridor. Almost all existing, planned, and proposed Class A
office space in the Northern San Mateo County market is located along the Highway
101 and Caltrain corridor. As of the end of 2019, seven million square feet of new
office projects were under construction along this portion of the corridor along. An
additional 30 million square feet are under construction, entitled, or proposed from
Hunters Point and Candlestick Point in San Francisco though the corridor to Menlo
Park at the southern end of San Mateo County, reflecting its strong gravitational
market pull. The Serramonte Del Rey site is at a distinct disadvantage by not being
located on this corridor.

•

Authenticity/Placemaking. Commercial office developers and end users increasingly
seek locations that offer a sense of urban or small-town authenticity and a mix of uses
including office with residential and retail goods and services. The City of Redwood
City has successfully leveraged its historic downtown and Caltrain Station to
accommodate significant new office (as well as residential) development. The City of
San Mateo has successfully guided the redevelopment of the Bay Meadows racetrack
as a new attractive location for technology offices, in walkable, transit-oriented
locations with new housing. The JUHSD site does not offer the same opportunity for
placemaking due to its location away from the BART, or Caltrain stations, or the City’s
Top of the Hill commercial district. Daly City itself has opportunities for mixed use
office development at its BART Station and other high visibility sites.

•

Tech Company Appeal/Cool Factor. Developers are building office space to meet the
changing office needs of employers. Technology and life science companies in the Bay
Area fiercely compete for skilled labor and tend to cluster to make job changes less
costly and disruptive to the employee. To be competitive and attract top talent,
employers tend to select facilities that provide a ‘cool factor,’ e.g., unique setting, site
design, architecture, and package of amenities that are attractive to the Millennial and
Generation Z workforce. The JUHSD site is not well suited to be competitive due to its
small size, relatively inferior location, and lack of visibility.

•

No Cap on Office Development. Cities such as San Francisco and Redwood City have
adopted legislation that places a cap on office development that serves as a barrier to
iv

entry for new office development. The Serramonte Del Rey site has an advantage by
its location in Daly City that has no overall city-wide cap of office space. There is no
barrier to developing the office space that was entitled for the site in 1985.
•

Rents Justify New Office Construction? Financial feasibility is driven by the relationship
between the rents a developer can charge and the cost to develop their office project.
While office rents have been strong enough to justify new construction along the
Highway 101/Caltrain corridor and, potentially at Daly City’s BART Station, the
locational disadvantages of the Serramonte Del Rey site would likely result in a project
not being able to achieve the rents necessary to support project development costs
and provide a market rate of return to investors.

Daly City Office Market Trends
Located outside the Highway 101/Caltrain Corridor, the office sector in Daly City has failed to
gain traction over the past few decades despite the presence of two BART stations and City
efforts and investment to stimulate Class A office development during the longest economic
expansion in U.S. history. This finding is based upon the following observations:
•

Daly City has only two Class A office buildings that are located at the Daly City BART
Station and together they comprise 438,000 square feet. The Redevelopment Agency
project, Pacific Plaza development, is an example of modest success of attracting
Class A office space after utilizing its redevelopment tools (including site assemblage
and subsidies). However, a recent sale of the property in 2018 was for significantly
less that its replacement cost which indicates continued weakness in the Class A
sector despite adjacency to a BART station.

•

Both Class A buildings changed ownership recently and have experienced increasing
occupancy and rents as they benefited from their location in proximity to BART.
However, Daly City recently marketed three sites near the Daly City BART station to the
commercial developer community; the City has reported that these sites did not
receive interest for office use.

(This space intentionally left blank)
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FISCAL IMPACT ANALYSIS
This section of the report presents the FIA for the Project.

Purpose and Background
The Project site is a portion of a larger 50-acre site that was entitled for 500,000 to 700,000
square feet of office space and residential uses in 1985. The project would include the
redevelopment of a portion of the larger 50-acre site into multifamily residential and ancillary
retail uses with a mix of market rate and affordable housing.
Like most new development, the proposed project is expected to increase demands on local
government services and infrastructure and generate new revenues for local government
through additional taxes and fees. This FIA provides an analysis of the effects that the
proposed project will have on the City of Daly City’s revenues and municipal service costs in
order to estimate the net fiscal impact that the proposed project would have on the City’s
General Fund. Except as otherwise noted in the text, the annual ongoing fiscal impact of the
Project is described in constant 2021 dollars, based on the future point in time when the
Project would be fully built out and would have achieved stabilized operations.

Project Development Program
The Project analyzed in this FIA would include construction of 1,113 residential units and
8,000 square feet of community-serving commercial retail space. The Project site currently
contains 140,000 square feet of existing office, religious, and educational uses. The existing
buildings would be demolished as part of the Project.
Table 1 on the next page summarizes the existing uses on the site and the development
program for the proposed Project at full buildout. This analysis evaluates the potential fiscal
impacts of two alternative development program scenarios. The total amount of development
is the same in each scenario with the differences driven by the affordability mix of the
residential units. As shown below, the base case program would consist of 123 affordable
units and 990 market rate units. The alternate program would provide an additional 210
moderate income units, resulting in a total of 333 affordable units and 780 market rate units
at full buildout.
Table 1 also includes assumptions about the anticipated resident population, employment,
and service population associated with the Project. Accepted practice in fiscal impact analysis
is to define a City’s service population as all residents plus one third of the workers who work
within the City. Calculating service population in this way reflects the fact that employees, who
generally spend less time in the community than residents, tend to generate a smaller share of
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demand for services. As shown, the proposed project is anticipated to accommodate 2,752
new residents and 27 employees at full buildout, or a net increase of 2,705 service population
members after accounting for the estimated existing employment on the site (167 employees).
Table 1: Development Program at Buildout
Base Case
Program

Alternate
Program

Affordable Units
Studio
1-Bedroom
2-Bedroom
3-Bedroom

123
0
55
62
6

333
17
155
135
26

Market Rate Units
Studio
1-Bedroom
2-Bedroom
3-Bedroom

990
81
471
343
95

780
64
371
270
75

1,113

1,113

8,000
(140,000)
(132,000)

8,000
(140,000)
(132,000)

New Residents (a)
New Employees (b)
New Service Population (c)

2,752
27
2,761

2,752
27
2,761

Existing Employees (Estimate)
Existing Service Population (Estimate) (c)

(167)
(56)

(167)
(56)

Net Change in Service Population (c)

2,705

2,705

Residential Units

Total New Residential Units
Commercial Square Feet
New Retail Square Feet
Existing Office Square Feet
Net Change in Commercial Square Feet
Service Population

Notes:
(a) Resident population estimate is based on the average number of residents per
unit by unit type:
Studio:
1 resident per unit
1-Bedroom: 2 residents per unit
2-Bedroom: 3 residents per unit
3-Bedroom 4 residents per unit
(b) Employee estimate is based on average employment density:
300
square feet per employee
(c) Service population equals the resident population plus a portion of the
employee population to reflect the reduced service demand from commercial
uses. To estimate service population, each employee is multiplied by: 1/3
Sources: Brookwood Advisors; BAE, 2021.
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General Fund Fiscal Impacts
This section of the FIA summarizes the projected ongoing annual fiscal impacts from the
proposed Project. The analysis is focused on Daly City’s General Fund, as this represents the
portion of the City’s budget that finances key public services. To pay for these services, the
City’s General Fund is dependent on discretionary revenue sources such as property taxes,
sales taxes, transient occupancy taxes, and various local fees and taxes. The following
sections detail the scope of the analysis and the underlying methodologies and assumptions
used to estimate fiscal impacts from the Project.
Fiscal Impact Analysis Methodology
This FIA uses a variety of methods to estimate the projected change in City revenues and
service costs that would be associated with the Project. The cost of providing municipal
services is often based on the number of persons served, as are some sources of municipal
revenues. In general, as the “service population” increases, there is a need to hire additional
public safety and other government employees, as well as a need to increase spending on
equipment and supply budgets. Some municipal revenues, such as franchise fees and fines,
also generally increase as the service population increases. The analysis therefore relies in
large part on an average cost and average revenue approach, based on the City’s current
costs and revenues per member of the current service population. This approach is based on
the key assumption that future development will generate costs and revenues at the same
average rate as the existing service population.
As shown in Table 2, the Daly City’s current daytime population consists of 109,142 residents
and 22,350 employees, resulting in a service population of 116,592 (100 percent of residents
plus one-third of workers). The fiscal impact analysis uses this service population figure to
derive current expenditures and revenues per service population member.
Table 2: Current Daly City Service Population, 2020
Daly City
Residents (a)
Employment (b)
Service Population (c)

2020
109,142
22,350
116,592

Notes:
(a) Estimate per CA Dept. of Finance, 2020.
(b) Estimate per Esri.
(c) Service population equals the resident population
plus a portion of the employment population to reflect
reduced demand from commercial uses. To estimate
service population, each employee is multiplied by:
1/3
Sources: California Dept. of Finance; Esri; BAE, 2021.
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While an average revenue approach is appropriate for some revenue sources, the fiscal
analysis presented in this report bases projected revenues from most major sources of
revenue on statutory requirements and other factors governing each source of revenue. The
projections for property tax, property tax in-lieu of vehicle license fees, and sales tax revenue
are based on the specific attributes of the proposed project and factors used to allocate
revenues from these sources to the City of Daly City. Additional methodological details and
assumptions are provided in the discussions of individual cost and revenue projections below.
All cost and revenue projections are expressed in constant 2021 dollars at a future point in
time when the Project would be fully built out.
Projected Annual Revenue Impacts
The following subsections provide an overview of the major City General Fund revenue sources
that would be impacted by the Project and the estimated revenue that the proposed project
would generate from each source. This section also details the assumptions and methodology
used to estimate the revenue impacts associated with the Project.
Property Taxes/Possessory Interest Taxes. The property taxes that accrue to a City are a
function of the assessed value of real property and the City’s share of the property tax
collected for each parcel. Property in California is subject to a base 1.0 percent property tax
rate, which is shared among local jurisdictions including the County, City, and special districts.
The State requires that a portion of property tax revenues also be allocated to countywide
Education Revenue Augmentation Funds (“ERAF”) to offset state expenditures on local public
schools. In addition to the base 1.0 percent tax rate, additional taxes and special
assessments apply to most properties to pay for local voter-approved debt or other special
purposes. These additional taxes and charges vary by location and are restricted for specific
uses. This analysis evaluates impacts to the City’s General Fund operating budget, which
receives a share of the base 1.0 percent property tax but does not receive revenue from
additional taxes and special assessments.
Table 3 shows the current taxable assessed value of the Project site net of existing property
tax exemptions for the nonprofit owner-occupant and the nonprofit tenants on site. The
Project site is owned by the JUHSD, which is exempt from property tax. Many of the existing
tenants on the site are nonprofit and governmental entities that also qualify for a property tax
exemption, and therefore the space that these tenants occupy does not generate any property
tax revenue. However, a small number of tenants on the site are not exempt from property tax
liability. For these entities, the County Assessor charges possessory interest tax based on the
value of each entity’s interest in the site and the property tax that would typically apply to this
value. As shown, the current net taxable assessed value of the Project site totaled $2.0
million as of the 2020-2021 tax year.
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Table 3: Current (2020) Assessed Value of Project Site
Parcel Num ber
091-211-230

Assessed Value, 2020
Im provem ents
Land Total Value
$0
$1,285,000
$1,285,000

Unsecured Bill Num ber
2020-003502
2020-004768
2020-010959
2020-010960
2020-007186
2020-014485
2020-005766
2020-004442
2020-005261
2020-000934
2020-002971

$197,000
$40,000
$8,000
$123,500
$9,000
$29,000
$15,000
$52,000
$7,500
$12,000
$159,500

$184,152
$40,000
$8,000
$123,500
$9,000
$29,000
$15,000
$52,000
$7,500
$12,000
$159,500

Total Net Taxable Value (2020)

$381,152
$80,000
$16,000
$247,000
$18,000
$58,000
$30,000
$104,000
$15,000
$24,000
$319,000

Exem ptions
$0

Taxable
Net Value
$1,285,000

$0
$0
$0
$0
$18,000
$58,000
$30,000
$104,000
$15,000
$24,000
$319,000

$381,152
$80,000
$16,000
$247,000
$0
$0
$0
$0
$0
$0
$0
$2,009,152

Note: Excludes assessments for personal property & fixtures
Sources: San Mateo County Treasurer-Tax Collector; BAE, 2021.

The JUHSD plans to retain ownership of the Project site and to pursue development of the
proposed Project under long-term ground leases. While JUHSD will continue to receive a
property tax exemption for the site, any non-exempt uses on the site, including market-rate
residential units, will be responsible for paying possessory interest tax in place of a property
tax payment. The annual possessory interest tax revenue that would accrue to the City of Daly
City will depend on the value of each non-exempt entity’s interest in the site and the property
tax split that typically applies to the Project site.
The San Mateo County Assessor determines the value of a possessory interest using three
different metrics: (i) the construction cost approach; (ii) the comparables approach; and (iii)
the income approach. The construction cost approach values the possessory interest of new
improvements based on the construction cost for new development on a site and adds an
estimated land value based on comparable land sales to get to a total value for the site. The
comparables approach values the possessory interest based on recent sales of similar
developments. The income approach values the possessory interest based on the capitalized
value of the income that the property generates. The County Assessor could use a
combination of these three metrics to determine the value of the possessory interest for the
project site. In some cases, the Assessor applies a discount to the value of the possessory
interest of property subject to a ground lease because the land and improvements revert back
to the property owner at the end of the ground lease. However, the Assessor would likely not
apply a reversion in the case of the proposed Project because the site would be offered under
a long-term ground lease.
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Like privately-owned property, possessory interests in California are subject to a 1.0 percent
base tax rate on the assessed value, which is shared among various local jurisdictions and
special districts. The specific distribution of the base 1.0 percent base tax depends on the tax
rate area (TRA) where the property is located. To estimate future property tax revenues
resulting from the Project, this analysis estimates the new assessed value that the County
assessor would assign to the property and then applies the applicable tax rate.
BAE used rent estimates provided by the applicant and standard development assumptions to
estimate the market value of the market rate residential and commercial components of the
Project at full buildout and stabilization, based on a capitalized value approach. This analysis
assumes that the affordable residential component of the Project would be exempt from
possessory interest tax due to the property tax exemption for affordable housing. The
estimated valuation is presented in 2021 dollars and is based on the projected net operating
income for each use type, using market rental rates provided by the applicant and standard
assumptions regarding occupancy, operating expenses, and cap rates. Based on the
assumptions shown in Table 4, the estimated assessed market value is approximately $747.7
million for the base case program and approximately $590.1 million for the alternate program.
Based on the City’s share of property tax revenues (18 percent) from the project site, the net
change in assessed value at buildout and stabilization after accounting for the existing site net
taxable value would result in a net increase of approximately $1.4 million in annual possessory
interest tax revenue to the City’s General Fund under the base case program. The alternate
program would result in a net increase of approximately $1.1 million at buildout and
stabilization. The alternate program would generate less possessory interest tax than the
base program because the alternate program has a larger share of affordable units, and thus
a larger share of units that are exempt from possessory interest tax.

(This space intentionally left blank)
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Table 4: Projected Change in Annual Property Tax Revenue at Buildout and
Stabilization
Projected New Assessed Value (a)
Less: Existing Assessed Value
Net Change in Assessed Value
1% Property Tax Base
Net Change in City Property Tax Revenue

Base Case
Program
$747,689,432
($2,009,152)
$745,680,280

Alternate
Program
$590,055,916
($2,009,152)
$588,046,764

$7,456,803
$1,355,883

$5,880,468
$1,069,255

Assumptions
Daly City Share of 1% Property Tax in TRA 05-036
Assessed Value Assumptions
Market-Rate Residential
Number of Units
Average Monthly Rent (b)
Vacancy Rate
Average Annual Expense per Unit
NOI (per unit)
Commercial
NNN Rent (per sq. ft. per year)
Vacancy Rate
NOI (per sq. ft.)
Residential NOI
Residential Capitalization Rate
Commercial NOI
Commercial Capitalization Rate
Estimated Market Value

18%
Base Case

Alternate

990
$4,268
5%
$13,000
$35,655

780
$4,268
5%
$13,000
$35,655

$36.00
5%
$34.20

$36.00
5%
$34.20

$35,298,648
4.75%
$273,600
6.00%

$27,811,056
4.75%
$273,600
6.00%

$747,689,432

$590,055,916

Notes:
(a) The estimated market value of the Project is based on the projected net
operating income for each use type, using current market rents and standard
assumptions regarding occupancy, operating expenses, and cap rates.
(b) Average market-rate rent based on an assumed rent equal to $5 per square foot
per month, based on information provided by the project applicant.
Sources: San Mateo County Treasurer-Tax Collector; Brookwood Group; BAE, 2021.

Property Tax In-Lieu of Vehicle License Fee Revenues. Beginning in FY 2005-2006, the State
ceased to provide “backfill” funds to counties and cities in the form of Motor Vehicle In-Lieu
Fees (VLF) as it had through FY 2004-2005. As a result of the financial restructuring enacted
as part of the State’s budget balancing process, counties and cities now receive revenues
from the State in the form of what is known as property tax in-lieu of vehicle license fees, or
ILVLF. This State-funded revenue source is tied to a city’s total assessed valuation. In FY
2005-2006, former VLF revenues were swapped for ILVLF revenues, which set the local
jurisdiction’s ILVLF “base.” The base increases each year thereafter in proportion to the
increase in total assessed valuation within the jurisdiction. For example, if total assessed
valuation increases by five percent from one year to the next, the ILVLF base and resulting
revenues would increase by five percent.
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As shown in Table 5, in fiscal year 2015-16 the City received approximately $8.6 million in
property tax ILVLF revenue. This amounts to approximately $0.84 per $1,000 in assessed
value. Given the projected net change in taxable assessed value associated with each
scenario shown below, annual General Fund ILVLF revenues would increase by approximately
$629,300 under the base case program and approximately $496,300 under the alternate
program.
Table 5: Projected Change in Annual Property Tax In-Lieu of Vehicle License Fee
Revenue at Buildout and Stabilization
Projected Net Change in Assessed Value
Net Change in ILVLF Revenue

Base Case
Program
$745,680,280
$629,281

Alternate
Program
$588,046,764
$496,254

Assumptions
In-Lieu of Vehicle License Fee (ILVLF) Revenue, FY 2015-16
$8,624,640
Total Citywide Assessed Value, FY 2015-16
$10,219,953,118
ILVLF Revenue per $1,000 in Assessed Value
$0.84
Sources: San Mateo County Assessor; BAE, 2021.

Sales Taxes. The Project would generate sales tax revenue for the City of Daly City as new
residents and workers make taxable purchases in Daly City. In addition, the new commercial
space that is included in the proposed Project would generate City sales tax revenue to the
extent that new and existing workers, residents, and other individuals make taxable purchases
at businesses that occupy these spaces. Taxable sales in these new commercial spaces
would be supported at least in part by spending among the new residents and workers that are
associated with the Project, and therefore this analysis does not include an estimate of sales
tax revenue from the new commercial space. In other words, the FIA calculates sales tax
revenue from new resident and employee spending and does not separately calculate
revenues from new commercial space to avoid double counting these revenues. In addition to
avoiding double-counting, this approach is more reasonable than estimating taxable sales
from new commercial space because the mix of tenants in future commercial spaces is
currently unknown and could include a high share of tenants that generate little or no taxable
sales.
Taxable transactions that take place in the City of Daly City are subject to a 9.25-percent sales
tax. This total includes the statutory 1.0-percent Bradley-Burns sales tax, of which 95 percent
(i.e., 0.95 percent of the sale price) accrues to the City of Daly City while the remaining five
percent (i.e., 0.05 percent of the sale price) accrues to San Mateo County. Apart from the
City’s share of the Bradley-Burns sales tax, all other sales tax revenues from taxable
transactions that take place in Daly City accrue to other governmental agencies, including the
State of California.
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Taxable Sales from Resident Spending. According to data from the California Department of
Tax and Fee Administration shown in Table 6, annual taxable retail sales averaged $10,193
per person in Daly City and $15,812 per person in San Mateo County in 2019. Consistent with
this data, the analysis assumes that San Mateo County residents, including residents of Daly
City, average approximately $15,812 per person in annual taxable purchases. An evaluation
of sales leakage by category suggests that Daly City residents generally leave the City to make
at least some purchases in most retail categories, likely due to the limited availability of goods
in the City in these categories. Consistent with the City’s capture rates, the analysis assumes
that Daly will capture little spending in these high leakage categories. To be conservative, the
analysis assumes a maximum capture rate of 85 percent of sales in all categories, with a
lower capture rate for those categories with an estimated current capture rate under 85
percent. This results in an estimate that new residents will spend approximately $9,637 per
person in taxable expenditures in Daly City each year (see Table 6). This amount provides an
estimate of annual average taxable expenditures by Daly City residents at outlets located in
Daly City, and is lower than the total taxable sales per capita in Daly City because the total City
taxable sales figure includes purchases by people who do not live in Daly City.
Table 6: Estimated Annual Taxable Expenditures per Resident
Business Category
Retail and Food Services
Motor Vehicle and Parts Dealers
Home Furnishings and Appliance Stores
Bldg. Matrl. and Garden Equip. & Supplies
Food and Beverage Stores
Gasoline Stations
Clothing and Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail (e)
Total

Taxable Sales Per Capita
San Mateo
Daly City
County
$1,769
$328
$597
$721
$1,299
$1,542
$938
$2,339
$661
$10,193

$2,581
$1,202
$1,389
$941
$1,525
$1,160
$1,706
$3,167
$2,140
$15,812

Sales
Leakage
(b)

Estimated
% of Sales
in City (c)

Estimated
New Sales in
Daly City (d)

-31%
-73%
-57%
-23%
-15%
33%
-45%
-26%
-69%

69%
27%
43%
77%
85%
85%
55%
74%
31%

$1,769
$328
$597
$721
$1,299
$986
$938
$2,339
$661
$9,637

Notes:
(a) 2019 data inflated to 2020 dollars. Population estimates from the CA Department of Finance were used
to calculate 2019 per capita sales:
Daly City:
109,710
San Mateo County: 774,231
(b) Retail spending by Daly City residents is assumed to be equal to per capita spending paterns in San Mateo Co.
If fewer dollars per capita are spent in Daly City than in San Mateo County, the analysis assumes the difference
leaks out to other retailers in the County. A zero percent leakage indicates that Daly City residents can get all
their shopping needs met in the City. Negative figures indicate Daly City receives a net injection, i.e. more sales
than are likely attributable to just City residents.
(c) Based on data in column (b); estimates the percentage of resident spending within a category that will occur in Daly
City. While zero percent leakage indicates residents could meet their shopping needs within the City, shoppers are still
likely to seek goods and services outside of Daly City. To be conservative, the maximum capture has been estimated at
85 percent of taxable sales per resident.
(d) Equals (Taxable Sales per Capita in San Mateo County) x (Estimated % of Residents' Sales in City). Estimates
assume the City will capture most or all of new residents' retail spending in categories with low/no leakage and
little spending in high leakage categories.
Sources: CA State Dept. of Finance; CA Dept. of Tax and Fee Administration; U.S. Bureau of Labor Statistics; BAE,
2021.
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Taxable Sales from Worker Spending. To estimate taxable expenditures made by workers, this
analysis uses data from the International Council of Shopping Centers (ICSC) survey of office
worker spending. The ICSC survey provides estimates of worker spending near work by store
category, including both taxable and non-taxable purchases. The taxable expenditure estimate
used in this analysis reflects adjustments to the ICSC survey findings to remove a portion of
spending at drug and grocery stores, most of which is typically not subject to sales tax under
California State law, as well as all spending on services and entertainment, which is generally
not taxable. The analysis makes a conservative assumption that Daly City will capture one-half
of the estimated total annual worker spending on taxable purchases. This results in an
estimate that workers in Daly City spend an average of approximately $3,074 per year on
taxable purchases within Daly City.
Net Change in General Fund Sales Tax Revenue from Resident and Worker Spending. Table 7
shows the estimated net change in total taxable sales from resident and worker spending in
Daly City that would be attributable to the proposed Project. As shown, new residents in the
Project would spend an estimated $26.5 million per year on taxable purchases in Daly City
under both program scenarios. Annual taxable expenditures among workers would decrease
by approximately $431,400 due to the net loss in on-site employment following demolition of
the existing buildings on-site. Based on the resulting net change in annual taxable sales in
Daly City (approximately $26.1 million) and the City’s share of sales tax revenue, annual
General Fund sales tax revenue would increase by approximately $247,800 at stabilization.
Table 7: Projected Net Change in Annual General Fund Sales Tax Revenue from
Resident and Worker Spending at Buildout and Stabilization
Base Case
Program

Alternate
Program

2,752
$9,637
$26,519,719

2,752
$9,637
$26,519,719

Worker Spending
Net Change in Workers
Taxable Sales in Daly City per Worker (b)
Net Change in Annual Taxable Worker Spending

(140)
$3,074
($431,433)

(140)
$3,074
($431,433)

Annual Sales Tax Revenue
Net Change in Annual Citywide Taxable Sales
Daly City Share of Sales Tax Receipts
Net Change in General Fund Sales Tax Revenue

$26,088,287
0.95%
$247,839

$26,088,287
0.95%
$247,839

Resident Spending
Net Change in Residents
Per Capita Taxable Sales in Daly City (a)
Net Change in Annual Taxable Resident Spending

Notes:
(a) See Table 6.
(b) Based on data from International Council of Shopping Centers (ICSC), Office-Worker Retail
Spending in a Digital Age, 2012. Spending estimates were adjusted to 2020 dollars and
adjusted to remove non-taxable spending on services and entertainment as well as a portion
of spending at drug and grocery stores. Figures assume that retail establishments in Daly City
capture 50 percent of total employee spending.
Sources: ICSC, 2012; CA Department of Finance; CA Department of Tax and Fee Administration;
BAE, 2021.
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Business License Fees. Business license fees are charged to businesses operating in the City
at varying rates based on the type of business. Most businesses, including retail outlets and
commercial/office rental properties, are charged at a rate of $1.10 per every $1,000 in
annual gross receipts. Residential rental properties pay fees equal to $5.50 per every $1,000
in annual gross receipts. Qualifying non-profits are exempt from paying business license
taxes.
BAE relied on rental rate data provided by the applicant to estimate the total annual gross
receipts from the market-rate rental apartments and commercial property included in the
Project. An average sales per square foot assumption was used to estimate the annual gross
receipts tax that would be paid by the new retail tenants occupying the new commercial space.
The analysis assumes that existing uses on the project site generate little or no business
license tax revenue because the site is owned by a nonprofit entity and most tenants are
nonprofit entities. Based on these assumptions shown in Table 8, the base case program is
projected to result a net increase of approximately $268,700 in annual business license tax
revenue at stabilization. Although the alternate program is expected to generate less business
license tax revenue due to the fewer number of market-rate rental units, the projected net
change in annual business license tax revenue is still significant, exceeding $212,500
annually at stabilization.

(This space intentionally left blank)
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Table 8: Projected Change in Annual Business License Tax Revenue at Buildout
and Stabilization
Base Case
Program
$268,749
$264,928
$301
$3,520

New Business License Tax Revenue
Market-Rate Apartments
Commercial Leases
New Retail Establishments

N/A (a)

Existing Business License Tax Revenue
Net Change in Business License Tax Revenue

$268,749

Assumptions
Business License Tax Schedule (tax per $1,000 in total gross receipts)
General Businesses
Residential Rental Property
Commercial/Office Leases
Est. Total Annual Gross Receipts - Rental Apartments
Number of New Market-Rate Rental Units
Weighted Average Monthly Rent per Unit (b)
Vacancy Adjustment
Est. Total Annual Gross Receipts from Rental Apartments
Est. Total Annual Gross Receipts - Commercial Leases
New Commercial Square Feet
NNN Rent (per sq. ft. per year) (b)
Vacancy Adjustment
Est. Total Annual Gross Receipts from Commercial Leases
Est. Total Annual Gross Receipts - New Retail Establishments
New Commercial Square Feet
Annual Sales per Square Feet
Est. Total Annual Gross Receipts from New Retail Establishments

Alternate
Program
$212,552
$208,731
$301
$3,520
N/A (a)
$212,552

$1.10
$5.50
$1.10

Base Case

Alternate

990
$4,268
5%
$48,168,648

780
$4,268
5%
$37,951,056

8,000
$36.00
5%
$273,600

8,000
$36.00
5%
$273,600

8,000
$400
$3,200,000

8,000
$400
$3,200,000

Notes:
(a) This analysis assumes that the project site currently generates little or no business license tax
revenue because the site is owned by a nonprofit entity and most tenants are nonprofit entities.
(b) Commercial and market-rate apartment rents are based on information provided by the project
applicant. Apartment rents assume an average rent equal to $5 per square foot per month.
Sources: City of Daly City; Brookwood Advisors; BAE, 2021.

Other Revenues. According to the FY 2019-20 Adopted Budget, the City generates
approximately six percent of General Fund revenues from Utility User Tax (“UUT”), five percent
of General Fund revenues from franchise fees, and four percent of General Fund revenues
from fines and forfeitures. All of these revenue sources tend to increase as the City’s service
population grows. UUT revenues are generated from the usage of gas, electricity, telephone
and cable television services and are primarily dependent on service population. Franchise
fees are generally set as a percentage of gross receipts and increase as expenditures on
utilities, such as gas and electricity, increase. Fine revenues are primarily collected by the
Police Department from parking and traffic citations and would be expected to increase as the
residential base of the City grows. As shown in Table 9, General Fund revenues from these
three sources combined totaled approximately $13.5 million in FY 2019-20, or $115.44 per
member of the service population. Assuming a commensurate increase in the amount of
12

revenue collected each year, the Project would generate additional revenues of approximately
$312,300 per year at buildout and stabilization under both scenarios.
Table 9: Projected Change in Annual UUT, Franchise Fee, and Fines Revenues at
Buildout and Stabilization
Base Case
Program
2,705
$115.44
$312,280

Net Change in Service Population from Project (a)
Annual Revenue per Service Population
Net Change in UUT, Franchise Fee, and Fines Revenue
Assumptions
Annual UUT Revenue
Annual Franchise Fee Revenue
Annual Fines and Forfeitures Revenue
Total Annual Revenue

Alternate
Program
2,705
$115.44
$312,280
FY 2019-20
$5,753,754
$4,236,246
$3,468,904
$13,458,904

Citywide Service Population (a)
Annual Revenue per Service Population

116,592
$115.44

Note:
(a) Service population equals the resident population plus one-third of the employee
population.
Sources: City of Daly City; BAE, 2021.

Summary of Annually Recurring General Fund Revenues
As shown in Table 10, the base case program would result in a net increase of approximately
$2.8 million in annual General Fund revenues to the City of Daly City at buildout and
stabilization. The total annual General Fund revenue attributable to the alternate program is
estimated to total $2.3 million. Most of these revenues would be from property tax and
property tax in lieu of vehicle license fees. Revenues from sales tax, franchise fees, and fines
would make up approximately 29 percent of the total under the base case program and
approximately 33 percent of the total under the alternate program.
Table 10: Summary of Net Change in Annual General Fund Revenues at Buildout
and Stabilization
Property Tax
ILVLF
Sales Tax
Business License
UUT, Franchise Fees, and Fines
Total General Fund Revenue

Base Case
Program
$1,355,883
$629,281
$247,839
$268,749
$312,280
$2,814,031

Alternate
Program
$1,069,255
$496,254
$247,839
$212,552
$312,280
$2,338,179

Source: BAE, 2021.
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Projected Annual Service Cost Impacts
As the City’s service population increases, the City typically needs to increase General Fund
expenditures in order to maintain existing levels of service, with some exceptions for General
Fund expenditures that tend to be relatively fixed and do not need to increase to respond to
changes in the service population. To estimate the costs that would likely increase as the
service population increases, BAE analyzed the City’s budgeted General Fund expenditures
from the 2019/2020 Fiscal Year adopted budget. Adjustments were made to deduct the
portion of costs that would not be expected to be impacted by the proposed Project. The
analysis also accounts for the charges for service and other department revenues that offset
variable costs in each department. Table 11 shows the resulting estimated variable costs, net
of these adjustments and offsetting revenues. As shown, the City’s net variable costs currently
total an estimated $560.37 annually per member of the service population. This means that
the City would need to add $560.37 to its annual budget for each new member of the service
population (i.e., $560.37 per resident and $186.79 per worker) to maintain current levels of
service.
Table 11: Daly City General Fund Operating Expenditures, FY 2019-20 Budget

General Fund
General Government
City Council
City Clerk
City Attorney
City Manager
City Treasurer
Econ. & Community Dev.
Finance & Admin Svcs
Fire
Human Resources
Library & Recreation
Police
Public Works
Non-Departmental
Total Expenditures

FY 2019-20
General Fund
Expenditures

Less:
Offsetting
Revenue (a)

Net
Gen. Fund
Expenditures

$263,230
$542,879
$1,115,955
$1,881,254
$48,585
$4,110,198
$2,605,581
$21,214,159
$1,127,030
$10,673,211
$36,873,842
$4,137,945
$5,699,001

$0
($120,025)
$0
($164,607)
$0
($3,635,564)
($17,600)
($1,537,497)
$0
($1,680,279)
($554,681)
($724,356)
($311,553)

$263,230
$422,854
$1,115,955
$1,716,647
$48,585
$474,634
$2,587,981
$19,676,662
$1,127,030
$8,992,932
$36,319,161
$3,413,589
$5,387,448

$90,292,870

($8,746,162)

$81,546,708

% Variable
Due to
Growth (b)
10%
10%
10%
10%
10%
10%
10%
95%
10%
90%
95%
80%
10%

Net Variable
General Fund
Expend. (c)

General Fund
Expenditures
per Service
Population (d)

$26,323
$42,285
$111,596
$171,665
$4,859
$47,463
$258,798
$18,692,829
$112,703
$8,093,639
$34,503,203
$2,730,871
$538,745

$0.23
$0.36
$0.96
$1.47
$0.04
$0.41
$2.22
$160.33
$0.97
$69.42
$295.93
$23.42
$4.62

$65,334,978

$560.37

Notes:
(a) Some expenditures are directly recovered through charges for services, license fees, and permit fees.
(b) Assumes that a percentage of costs will not be impacted by growth; variable costs are assumed to increase as the service
population increases.
(c) Expenditures less departmental revenue less fixed costs.
(d) Service population equals the resident population plus one-third of the employee population.
2020 Citywide service population:
116,592
Sources: Daly City FY 2019-20 Operating Budget; BAE, 2021.

Table 12 applies the current net variable costs per member of the service population to the
service population associated with the Project to estimate the General Fund expenditure
impacts associated with the Project. The projected expenditures account for increases in
ongoing operating costs (e.g., salaries), but do not account for any one-time capital
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improvements that would be necessary to serve the Project. As shown, the base program and
alternate program would both increase the City’s total annual General Fund expenditures by
approximately $1.5 million, which equates to approximately 1.7 percent of the total FY 201920 Adopted Budget General Fund operating budget. Police Department expenses account for
roughly one-half of the total net increase in expenditures associated with the Project. Fire
department expenditures account for approximately 29 percent of the total new costs.2
Table 12: City of Daly City General Fund Expenditure Impacts from the Project

General Fund
General Government
City Council
City Clerk
City Attorney
City Manager
City Treasurer
Economic & Community Dev.
Finance & Admin Services
Fire
Human Resources
Library & Recreation
Police
Public Works
Non-Departmental
Total Expenditures

General Fund
Expenditures
per Service
Population (a)

Base Case Program
Total (b) % of Total

Alternate Program
Total (b) % of Total

$0.23
$0.36
$0.96
$1.47
$0.04
$0.41
$2.22
$160.33
$0.97
$69.42
$295.93
$23.42
$4.62

$611
$981
$2,589
$3,983
$113
$1,101
$6,005
$433,720
$2,615
$187,792
$800,559
$63,363
$12,500

0.0%
0.1%
0.2%
0.3%
0.0%
0.1%
0.4%
28.6%
0.2%
12.4%
52.8%
4.2%
0.8%

$611
$981
$2,589
$3,983
$113
$1,101
$6,005
$433,720
$2,615
$187,792
$800,559
$63,363
$12,500

0.0%
0.1%
0.2%
0.3%
0.0%
0.1%
0.4%
28.6%
0.2%
12.4%
52.8%
4.2%
0.8%

$560.37

$1,515,933

100%

$1,515,933

100%

Notes:
(a) See Table 11.
(b) Equal to net General Fund operating expenditures per service population multiplied by the net new
service population associated with the proposed Project.
Sources: Daly City FY 2019-20 Operating Budget; BAE, 2021.

Summary of Net Fiscal Impact to the City of Daly City General Fund
Table 13 summarizes the annual recurring net General Fund fiscal impact of the Project at full
build out and stabilized occupancy in 2021 dollars. As shown, both programs would generate
a positive net fiscal impact at buildout and stabilization. The base case program would
increase the City’s annual General Fund revenues by approximately $2.8 million and increase
the City’s annual General Fund expenditures by approximately $1.5 million, resulting in a net
positive fiscal impact of almost $1.3 million per year once the project achieves stabilized
occupancy. This net impact is equal to approximately 1.4 percent of the City’s total 2019/20
Fiscal Year Adopted General Fund budget. The alternate program would result in a net positive
annual fiscal impact of approximately $822,000, which equates to approximately 0.9 percent
of the 2019/20 Fiscal Year Adopted General Fund operating budget. The alternate program

2

The following page discusses impacts to the North County Fire Authority in more detail.
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has a lower net positive fiscal impact only because it provides a larger number of affordable
units, which results in a larger share of the units being eligible for a property tax exemption
and a business license tax exemption.
Table 13: Annual Net Fiscal Impact to the City of Daly City General Fund

Total General Fund Revenue
Property Tax
ILVLF
Sales Tax
Business License
UUT, Franchise Fees, and Fines
Total General Fund Expenditures
General Government
Economic & Community Dev.
Finance & Admin Services
Fire
Human Resources
Library & Recreation
Police
Public Works
Non-Departmental
Net Fiscal Impact

Base Case
Program

Alternate
Program

$2,814,031
$1,355,883
$629,281
$247,839
$268,749
$312,280

$2,338,179
$1,069,255
$496,254
$247,839
$212,552
$312,280

($1,515,933)
($8,277)
($1,101)
($6,005)
($433,720)
($2,615)
($187,792)
($800,559)
($63,363)
($12,500)

($1,515,933)
($8,277)
($1,101)
($6,005)
($433,720)
($2,615)
($187,792)
($800,559)
($63,363)
($12,500)

$1,298,098

$822,246

Source: BAE, 2021.

North County Fire Authority Fiscal Impacts
The North County Fire Authority is a Joint Powers Authority that was established in 2003 to
provide joint management, administration, and training for the fire department personnel in
the cities of Brisbane, Daly City, and Pacifica. The Authority was established to provide more
efficient and cost-effective fire services to member cities and better utilize available resources.
The range and levels of services provided by the Authority are determined at the local level by
each individual member agency. Each City is responsible for providing the financial and other
resources needed to provide fire services within its own jurisdiction. Currently there are five
fire stations located in the City of Daly City. The project site is located within Station 94’s
primary response area. Although the Project is anticipated to increase the demand for fire
services in Daly City, the overall fiscal impact to the Authority from the Project would be neutral
because the City of Daly City would be responsible for covering any additional costs needed to
maintain levels of service. Therefore, the additional cost for fire services due to the Project
would be borne by the City, rather than the Fire Authority. As shown in Table 12 of this report,
the City’s costs to provide fire services to the Project would total an estimated $435,000 per
year, which would be paid to the Fire Authority to offset the additional cost for fire services
attributable to the Project.
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MARKET STUDY
The proposed Project would change the existing permitted office use to a higher number of
permitted residential units with limited retail commercial use. This section of the report
presents an evaluation of the level of market support for the existing permitted office use
since it represents a significant use under the site’s existing entitlements.

Site Description and Location
Daly City Location
The Site is located within Daly City, the largest city in San Mateo County with a population of
109,122. The American Community Survey by the Census for 2018, identified 64,871 Daly
City residents in the labor force. Of those, almost one third worked in Daly City. The City has a
significant retail and commercial tax and employment base with two major shopping centers.
Site Location and Adjacent Uses
Within the Serramonte neighborhood of Daly City, the Site is situated in the northern portion of
the Precise Plan area, bounded by Serramonte Boulevard, Callan Boulevard, Hickey Boulevard
and St. Francis Boulevard. (See Figure 2 on next page). It has a sloped topography and
existing groves of evergreen trees creating a buffer from the neighboring uses. To the east is
the Chinese Cemetery, to the north medium density apartment complexes, and to the west,
single-family homes. To the south are medium density apartments and medical office uses.
Generally framed by Interstate 280 and State Routes 35 and 1, the Serramonte neighborhood
of Daly City was developed in the late 1960s and early 1970s as a residential neighborhood
with commercial uses near Interstate 280. The Serramonte Plaza shopping center is a
successful 1.1 million square foot regional shopping center, which expanded by 250,000
square feet in 2018 and is currently undergoing additional redevelopment. While the Site is
within walking distance of the Serramonte Plaza and easily accessed from the neighboring
highways, it is over 2 miles from a BART station.
1985 Precise Plan
In 1985, Daly City adopted the Serramonte Del Rey Precise Plan (“Precise Plan”) that
delineated land uses for the 50-acre site owned by JUHSD and ground leased to a real estate
developer, Southwest Diversified. The Precise Plan permitted a phased, mixed-use project on
the 30 developable acres with between 200 to 575 housing units and between 740,000 and
1.2 million square feet of office space. Several parcels were designated to be either office or
residential. Three to twelve story buildings are allowed in the Precise Plan. In January 2020,
Daly City revised the Precise Plan to include the JUHSD faculty and staff housing project at the
northwest corner of the Serramonte Del Rey site.
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Development and Leasing History
The underlying concept when the Precise Plan was adopted in 1985 to create a first-class
office park that could attract build-to-suit corporate tenants seeking office space at larger floor
plates and lower prices than could be found in San Francisco. An apartment complex,
Serramonte Ridge, was developed in 1987 on 9.6 acres and has 396 units in six three-story
buildings. One office building of 76,000 square feet, 901 Campus Drive, was built in the
Precise Plan area in 1990 on 2.77 acres and is leased for medical uses. The initial developer
constructed the apartments and the 901 Campus Drive office building but did not exercise
their option to develop the second phase on the northern portion of the site. In the intervening
decades, JUHSD closed the high school, moved in its district offices, and leased space to a mix
of tenants.
Figure 2: Site Location, Daly City

More recently, 2.7 acres were leased to a charter high school that opened in 2019, on a site
designated for office use. Under construction now are 122 units of housing for employees of
JUHSD on 3.9 acres at the northwest corner of the plan area.
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The analysis below addresses the remaining development capacity of the site identified for as
much as 700,000 square feet of office.

Daly City Office Market
Overall Daly City Office Market
Daly City has an inventory of approximately 1.5 million square feet of office space in 81 office
buildings, according to data obtained from the CoStar Group, a national real estate market
data provider. The 16 buildings larger than 20,000 square feet. include 1.2 million square
feet as shown in Table 14 below. Medical office buildings account for a significant amount of
Daly City’s office inventory, including those which are part of the Seton Hospital Campus and
the Kaiser Medical Office building at 395 Hickey Blvd, built in 2002. The office building at the
site, 901 Campus Drive, a three-story, 75,000 square foot Class B office building, was built in
1990. It is a medical office building anchored by the Palo Alto Medical Foundation and
Campus Surgery Center. The building was 80 percent occupied as of the end of 2019. It sold
in June 2018 for $30 million, or $395 per square foot, which is significantly less than the
replacement cost (currently over $800 or more per square foot for Type I construction)
Table 14: Daly City Office Market Characteristics
All Buildings

Sq.ft.

#

Buildings < 20,000 sq.ft.

Vacancy 3-4-2020
Sq.ft.
%

Sq.ft.

Vacancy 3-4-2020
Sq.ft.
%

#

General Office
Class A
Class B
Class C
Subtotal

438,173
202,477
218,517
859,167

2
8
33
43

43,280
4,861
5,062
53,203

10%
2%
2%
6%

438,173
181,121
40,910
660,204

2
5
2
9

43,280
4,861
48,141

10%
3%
0%
7%

Medical Office
Class B
Class C
Subtotal

398,494
228,116
626,610

7
11
18

28,487
28,487

7%
0%
5%

362,378
176,981
539,359

4
3
7

26,918
26,918

7%
0%
5%

1,485,777

61

81,690

5%

1,199,563

16

75,059

6%

Total

Source: CoStar, BAE 2020

Note that the 2100 Junipero Serra building, built in 2001, and the Kaiser facility built, in 2002,
are the newest office buildings in Daly City. Although Daly City has relatively low office vacancy
rates, no new office is proposed as the rents are not high enough to support new construction.
Current proposed projects in Daly City only include very modest amounts of office space
included in mixed-use projects. Appendix A provides a discussion of the opportunity sites in
Daly City that could be developed for office uses.
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Daly City Class A Office Market
There are two Class A office buildings in Daly City3, both located on Junipero Serra near the
Daly City BART Station. The following is a brief summary of these two properties.
2171 Junipero Serra Boulevard, a seven-story, 55,000 square foot building completed 1989
that is one half mile from the Daly City BART station and has visibility from Highway 280 as
well as ocean views. It was the first high-rise built in Daly City and, in 1990, the City purchased
a 51 percent share of the building to avoid default by the developers. The City held that
ownership stake for over a decade. The building traded for $24 million in 2016, a value of
$436 per square foot., significantly less than costs of new construction. In 2017, almost
13,000 square feet were vacant, a 23% vacancy rate. The new ownership upgraded the
building and substantially increased occupancy. At the present, there are no suites advertised
to lease and rental rates are not available.
2001 Junipero Serra Boulevard, a nine-story, 383,000 square foot building that was built in
2001 with direct access to the Daly City BART station. As of March 2020, this building is 91
percent occupied with 43,000 square feet. available for lease at an asking rate of $4.65 per
square foot per month on a full-service basis. This building was part of a significant
redevelopment project, Pacific Plaza, by the City of Daly City. Pacific Plaza included land
acquisition and sale to a developer at a cost less than the City’s cost for the land to create a
first-class office building in Daly City.
Situated off Interstate 280 and adjacent to the Daly City BART Station, the building offers large
floor plates, views, and 1,753 parking spaces. The multi-tenant building is anchored by the
global headquarters of Genesys, a contact center technology provider (with jobs reported in
the range of 250 to 499 in Daly City). Other tenants include Kome Japanese Seafood & Grill
Buffet, Bank of America, Subway and Satellite Healthcare. This was developed as a mixed-use
retail and office investment including a retail and multi-plex movie theater. This property sold
in 2018 for $114.5 million, or $299 per square foot. a cost much less than replacement costs
(currently over $800 per square foot for Type I construction) reflecting both the need to
renovate and the separation of the retail and office projects. This sale also indicates how a
Class A office property has struggled in one of the City’s best locations near a BART Station,
strongly suggesting that office at the Site would be extremely difficult to realize.
Other Development Trends in Daly City
Daly City is experiencing real estate development in sectors other than office. Retail center
expansions and several new hotels have been approved in the last several years. Daly City

CoStar shows the Serramonte Business Center, at 455 Hickey Boulevard as Class A. BAE’s assessment is that this
building is Class B due to the location and quality of improvements. The building was originally built in 1982 as a
single user building for First Nationwide Bank data processing functions which relocated from Daly City in 1990.
3
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has also seen a series of residential projects, many with over 300 units, under construction,
including the JUHSD project adjacent to the Site and another 2,300 units approved by the City
but not yet under construction. Serramonte Plaza received City approvals in 2018 to build
65,000 square feet of medical office buildings as part of master plan upgrade for the entire
center. The owner has developed the first phase of its retail expansion and has second phase
under development but has not yet moved forward with the office portions of the project. It
should be noted that in today’s market, many medical providers prefer locations in shopping
centers since they offer access and visibility on high traffic arterials which would give the
Serramonte Plaza a decided advantage over the JUHSD site for this use.

National and Regional Office Trends
Office Trends in the 1980s
During the 1980s, the national trend was for new office development to locate in suburban
office parks designed for ease of auto accessibility in contrast to the historic trend to
concentrate office development in Central Business District. The preferred suburban location
was close to residential neighborhoods with high-end executive housing and direct access to
major freeways and highways. Buildings were primarily two to three stories and situated in the
center of large surface parking fields. In the Bay Area, large suburban office parks were
constructed in Marin County, South San Francisco, Brisbane, Walnut Creek, San Ramon,
Pleasanton, Concord, Mountain View, Sunnyvale, Santa Clara, Redwood City, San Jose, and
elsewhere along the Highway 101, Interstate 680, and Interstate 580 corridors.
Even at that time, not all suburban locations were suitable for office development. In an office
market study prepared in 1991 for San Mateo County, the City of Daly City, and the San Mateo
Transit District as part of the BART Colma Station Specific Plan (adopted in 1994), BAE found
that demand for Class A office space in the vicinity of the Colma BART Station would be weak
and that land designated for new Class A office space could be undeveloped between ten and
twenty years given location factors and then-market conditions4. In fact, the SamTrans Park
and Ride site at the Colma Station, entitled in 1993 for over 200,000 square feet of office,
remains undeveloped in 2020 and is under consideration for residential uses.
San Francisco, which had previously been the locus of corporate offices, saw increasing rents
and new restrictions on office development in the 1980s. Suburban office development
followed the labor force as corporations moved out of San Francisco (e.g. Chevron to Bishop
Ranch) and new tech companies created identity campuses (e.g. Autodesk in Marin, Sun
Microsystems in Menlo Park) in suburban locations. Universities also were a driver of

See County of San Mateo, City of Daly City, San Mateo County Transit District, Office Market Feasibility Study:
Colma BART Station Specific Plan/EIR, prepared by BAE Urban Economics, October 1991.
4
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development, in particular Stanford Industrial park which is home to many technology
companies.
At the time that the Serramonte Del Rey site was planned as an apartment and office campus,
the developer was targeting similar office users to those drawn to the East Bay office parks,
however there was no development interest beyond the first medical office building at the
Serramonte Del Ray site and Phase II office development never materialized. The project site
was not as competitive at attracting office uses as the substantially larger scale sites in the
Eastbay with their more favorable development environments, including better weather and
better freeway access to a large pool of white-collar and executive labor. During this same
period, subsidies were required to develop and sustain the two Class A office projects located
near the Daly City BART station in the 1980s.
Current Office Market Trends
Since the 1980s and 1990s, the national office market has undergone a remarkable
transformation that has resulted in many suburban office parks struggling to retain tenants
and maintain rents commensurate with Class A properties. Driving these changes to the office
sector was a shift in corporate location preferences, employee lifestyle preferences, and
workspace design. Office workers increasingly demonstrate a preference for workplace
locations that offer proximity to public transportation, bicycle and pedestrian access, attractive
retail and service offerings, and entertainment options. In response to this shift in preferences
among workers, companies are seeking office locations that offer urban-style amenities rather
than traditional, auto-oriented suburban office parks that offer fewer transit options and urban
lifestyle amenities.

Bay Area Reflects National Office Trends
These trends can be observed in the Bay Area, especially where San Francisco and San Jose
have seen intensification of office development in the last decade. Between those two
regional centers, new office development is clustering along the Highway 101 and Caltrain
corridors from San Francisco’s Mission Bay district to downtown San Jose. The Highway 101
corridor and parallel Caltrain line together have a strong gravitational pull for technology,
finance, and life-science businesses. New office deliveries and office properties with the
highest rents are typically located in this corridor. Many Peninsula cities have downtown
Caltrain stops, have retained their authentic town character and offer retail and service
amenities in a walkable setting.
San Francisco Peninsula/San Mateo County Class A Office Trends
Genentech’s choice of South San Francisco in the 1970s spurred the development of one of
the largest office/R&D markets outside of the region’s core cities of San Francisco, San Jose,
and Oakland. Business location decisions throughout the recent economic expansion have
transformed the Highway 101 corridor in San Mateo County with major employment centers
22

emerging with clusters of Class A office and life-science development, in Brisbane, Burlingame,
Foster City, San Bruno, San Mateo, and Redwood City.
Figure 3 San Francisco Bay Area Office Development Trends

Source: BAE, 2020.

Table 2, on the next page, summarizes the Class A office market in San Mateo County and the
southern portions of San Francisco. Figure 4 shows the seven million square feet of Class A
space existing in Northern San Mateo County. The strength of South San Francisco’s growth is
shown in the fact that in the past ten years, all of new Class A office and life-science space
constructed in Northern San Mateo County has been in South San Francisco. Figure 5 shows
the 16 million of additional projects are under construction, entitled and proposed along the
Highway 101 corridor in Northern San Mateo county.
Connecting the San Francisco and San Jose economies, Caltrain stations have emerged as
attractive locations for new Class A office and life-science development. Peninsula cities are
building up, near transit stations, creating density of jobs and housing opportunities. Looking
forward, Hunters Point, Candlestick Park, Brisbane, South San Francisco, and San Carlos each
have significant unbuilt, entitled properties for additional office and life-science uses in large
scale office park settings that will continue to out-complete locations within Daly City. In total,
these sites include 30 million square feet either under construction as of the end of 2019 or in
the development pipeline, shown in Figure 6.
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Table 15 San Francisco Peninsula/San Mateo County Office Market
Millions of Building Square Feet
Existing
12/2019
0.4
0.3
5.7
0.8
7.2

Under
Construction
0.2
3.3
0.6
4.0

Central San Mateo County (b)

10.6

1.4

0.6

South San Mateo County (c)

6.1
13.3

1.6
5.7

11.0
23.2

23.9

7.1

2.8
26.6

Daly City
Milbrae
San Bruno
South San Francisco
Brisbane
North San Mateo County

Southern San Francisco (d)
Total
(a)
(b)
(c)
(d)

Planned/
Proposed
0.2
2.4
3.0 (a)
6.5
12.2

Genetech's proposed master plan change to allow 4 million additional square feet is not included.
includes City of Burlingame, City of San Mateo, and the Foster City/Redwood City Shores submarket.
Includes City of Menlo Park, City of Redwood City, and the Belmont/San Carlos submarket.
San Francisco has approved projects at Candlestick and Hunters Point that allow office and R&D product.

Source: CoStar, local planning departments, BAE 2020.

Figure 4: Existing Class A Office in Northern San Mateo County
All Existing Buildings –7 Million Square Feet
Built 2010 to 2019 1.6 Million Square Feet

Source: CoStar, BAE 2020.
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Figure 5: Class A Office Projects Under Construction, Approved and Proposed
Northern San Mateo County, 16 Million square feet

Source: CoStar, BAE 2020
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Figure 6: Class A Office Projects Under Construction, Approved and Proposed
San Mateo County, Candlestick, and Hunter’s Point, 30 Million square feet

Source: CoStar, BAE 2020
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Case Studies – Traditional Suburban vs Suburban TOD and Urban Environments
To better understand why the Serramonte Del Rey site has failed to realize the 1985 plan of
corporate office campus, BAE reviewed six office development case studies. Three are
suburban, single-use office parks built when the 1985 Precise Plan was conceived. In
contrast, BAE reviewed three San Mateo County environments that are currently attracting
new office development and rapidly urbanizing around transit. Appendix B presents
discussion of all six markets and this review substantiates BAE’s assessment that office
development is not supported at the Site.
Suburban Environments
The suburban, single use office parks reviewed were Shadelands in Walnut Creek, Marina
Village in Alameda, and the Northgate district in San Rafael. Figure 7 summarizes the case
studies.
Figure 7: Summary of Traditional Suburban Office Park Case Studies

Source: BAE, 2020.

Several key observations can be made from the suburban office park case studies:
•

All three suburban office parks had significantly more site acreage than the JUHSD
Site, which supported an initial critical mass of office space when developed.

•

Developers in all three parks developed Class A office space. The market now
classifies all but two of the office properties as Class B or Class C, indicating that either
the design and functionality of the buildings fell out of favor with tenants or that
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property owners did not find it financially feasible to reinvest in their properties to
maintain a Class A product.
•

Office development was automobile centric with surface parking lots located around
office buildings. All three have inferior access to public transportation and office
employees generally have to drive to patronize retail and services in the area, which is
counter to the current national trend of locating new office in urban, transit-oriented
locations.

•

Rent growth over the past five years has been less than ten percent across the three
office parks, a rate of growth that significantly lower than rental increases for
properties in stronger markets such as the downtowns of Walnut Creek, Oakland, and
San Rafael and the Highway 101 corridor on the Peninsula in San Mateo County.

•

The three case study office parks did not experience any new office development over
close to two business cycles, including the recent 10-year recovery from the Great
Recession, reflecting a shift in preference by office tenants to other locations with
more amenities and access to public transit and where prevailing rents support new
construction which provides highly functional Class A product.

•

Overall, the 1985 Precise Plan for the Site was formulated to permit an office park with
the same locational profile as these traditional suburban office parks that are currently
struggling in the market.

(This space intentionally left blank)
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San Mateo County Suburban TOD and Urban Office Development
Three San Mateo County transit-oriented locations were considered as a contrast to the office
envisioned with the Serramonte del Rey Precise Plan. These three locations are downtown
Redwood City, San Mateo near the Hillsdale and Hayward Park Caltrain Stations, and South
San Francisco’s biotech/technology campuses. The success of these markets is summarized
in Figure 8.
Figure 8: Summary of Suburban TOD and Urban Office Development

Source: BAE, 2020.

BAE’s overall findings related to the review of Suburban TOD and urban office developments in
San Mateo County are:
•

Competition for workers drives companies to prioritize locating Class A office in urban,
transit-oriented locations. Millennial and Generation Z workers do not typically want to
drive and prefer public transit or other alternative forms of mobility (walking, biking,
and ridesharing).
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•

A significant concentration of office space and business activity is needed in one
location to create agglomeration economics needed to create an industrial cluster
such as bio-tech, which requires much larger land area than the 22 acres available at
the JUSHD site.

•

New development is occurring at densities significantly above the classic one-to-three
story suburban office. Buildings built between 2015 and 2019 have ranged from four
to ten stories in height and the proposed projects continue, and in some cases
accelerate, the trend to mid-rise buildings. Bay Meadows in San Mateo has termed
itself “mid-urban,” a position between central business district urban and a traditional
suburban campus.

•

Increasing highway congestion has made transit access and neighboring housing a
significant priority for businesses.

•

Redwood City and the San Mateo locations include significant place-making with
significant housing and retail creating a 24-7 destination.

Conclusion Market Feasibility of Class A Office at the Site
After review of the overall office development trends, Daly City office building performance,
and the recent and planned office development in sites competitive with JUHSD’s Serramonte
Del Rey site, BAE concludes that it is not suitable for office development. Since 1985,
developers have chosen to invest in other locations including cases where significant
entitlement process were required.
Today, office market users seek the following location attributes:
•
•
•
•
•

Walkable to high-performing transit including BART and Caltrain.
Accessible to highways and offering visible locations for branding.
Authentic locations with retail, restaurants, and entertainment fostering an urbane
experience.
Technology and biotech companies tend to cluster together. It takes significant place
making, such as the Bay Meadows experience to create a new location.
Locational factors are critical to attracting talent so that companies are willing to pay
premium rents for locations that meet their workforce priorities.

As the costs of development are similar across San Francisco Peninsula locations, developers
will build where they anticipate the highest rents and the least risk to lease up a project.
Developers, seeking to meet the end user requirements, also seek out either sites that are big
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enough to create a vibrant mixed-use environment or infill sites situated within an already
active business district. As Redwood City’s downtown plan and the Bay Meadows plan
demonstrate, cities can create entitlement frameworks to foster office development, yet the
underlying economic growth and user location preferences drive the timing. The Serramonte
Del Rey Precise Plan experience shows that entitling office uses is not sufficient to draw
development if the site does not meet current user requirements.
Across the greater market, there are substantial development opportunities that will continue
to out compete the JUHSD site, including Daly City sites near or adjacent to the Daly City BART
Station, including sites near BART in Daly City.
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APPENDIX A – DALY CITY OFFICE
DEVELOPMENT OPPORTUNITY SITES
As has been the case for many years, the incorporated area within the Daly City limits is almost
completely built out. According to a vacant land analysis in the City’s Housing Element, as few
as 25 acres of privately-owned vacant or underutilized land remain in the City, with most of
those being most appropriate for housing uses. BAE sought to identify the potential sites for
office development in Daly City likely to be successful in attracting developer interest.
All cities in the San Francisco Bay Area were asked to designate Priority Development Areas
(PDAs). These PDAs are transit-oriented, infill development opportunity areas within existing
communities that are expected to host the majority of future development. Daly City has two
such areas, Bayshore Neighborhood and the Mission BART Corridor, as shown below. Note
that the Serramonte Del Rey site is not in a PDA due to its locational attributes.
Figure 9: Daly City Priority Development areas
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Several sites were transferred to the City from its former redevelopment agency that could
offer opportunities for office development that are much closer to BART and better meet the
requirements of office users. These include:
Pacific Plaza Phase II and III. The Pacific Plaza project is adjacent to Daly City BART. This site
is 2.36 acres adjacent to the 2001 Junipero Serra Building. Plans are approved for 270,000
square feet of additional office space and a 200+ room full-service hotel. The City is currently
negotiating with developers for these sites for a hotel, an expansion of Duggan Mortuary, and
a automobile dealership.
Cow Palace and neighboring sites. The City’s General Plan traffic modeling analyzed combining
the approximately 70-acre site with 12 acres of adjacent City owned land and 11 acres
privately owned property. The City has assumed the ultimate buildout of the three
aforementioned properties to include 1,700 new dwelling units in a higher density format and
300,000 square feet of retail/office commercial in a multi-story) format.
SamTrans Park and Ride Lot (3451 Junipero Serra Boulevard). This approximately 12.8-acre
site was analyzed as 215,000 square feet of office in the General Plan traffic analysis.
However, it is also under discussion for a residential transit-oriented development, high
density project. This property is owned by the San Mateo County Transit District and consists
of an existing parking lot that provides daily paid parking for use by patrons to the Colma BART
Station.
Daly City BART Station Delong Street Parking Lot (500 John Daly Boulevard). This property is
owned by the San Francisco Bay Area Rapid Transit District (BART) and consists of a
functioning 263-space parking lot on an 8-acre site just east of the Daly City BART Station. The
Daly City BART station area plan envisions residential as the TOD project for this site.
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APPENDIX B – OFFICE DEVELOPMENT CASE
STUDIES
To assess the Serramonte Del Ray site in the regional context, BAE reviewed the office
markets in six other suburban locations to garner insights from both older, traditional
suburban office parks and from newer suburban TOD and urban office environments. Three
San Francisco Peninsula office markets, competitive with Daly City that have been strongly
performing are discussed below. Three San Francisco Bay area suburban office parks, similar
to the initial vision of Serramonte Del Rey, that have not been successful are also reviewed.
These cases studies provide perspective to the office development prospects for the subject
site potential for a 20+ acre office campus.

Suburban TOD and Urban San Mateo County Class A Office Submarkets
Downtown Redwood City
In 2011, Redwood City adopted the Downtown Precise Plan creating development parameters
for 500,000 square feet of new office and 2,500 housing units as well as hotel and retail
development. That plan, and the strong economy, has spurred significant office development
as shown below. The City first invested in civic improvements to create a new public space,
Courtyard Square, and to entitle the plan that allowed for development to proceed. Prior to the
implementation of this plan, the last office building built in downtown Redwood City was in
2001. Downtown Redwood City includes historic office and commercial buildings, a theater,
and retail offering a walkable, urban experience for downtown office workers.
In 2015, Kilroy Development completed Crossing 900, a two building, 347,000 square foot
project on an almost 3-acre site acquired from the City. Box, Inc., a technology company
leased the complex. Three additional buildings were completed in 2018, totaling 189,000
square feet and are fully leased. The City is considering recently submitted plans to redevelop
Redwood City's Sequoia Station, that include one 17-story office building, three 10-story
buildings, two 8-story buildings, and one 7-story building totaling 1,635,000 square feet. If the
requisite General Plan and height limit increases are approved, the 17-story building would be
the tallest building within Redwood City and the project would more than double the Class A
office inventory.
Over the last five years, rents for Class A office space in downtown Redwood City have
increased by 42 percent, from $6 monthly per square foot to $8.66. Redwood City now has
office rents that can rival Menlo Park as the highest in the County. To note, about 1½ miles
from downtown Redwood City, Stanford University has developed the first phase of its 35 acre,
Redwood City Campus with four office buildings totaling 570,000 square feet, a 1,057-space
parking structure and has plans to grow that facility to 1.5 million square feet and 2,700
employees.
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Figure 10: Class A Office Redwood City
Redwood City, CA
District Description
Downtown Redwood City is
between El Camino and 101
and includes the San Mateo
County offices. Redwood
City Caltrain Station offers
access to San Francisco and
San Jose. 2011 Precise Plan
guides development.

Key Trends
0.7 million sq. ft. office inventory
No Class Vacancy as of 4Q2019
$8.66 monthly/ per sq. ft. Class A Rent
42% change in rents 2015-2019
72% of Class is new since 2015
536,000 sq.ft.

No Class

42% chan
72% of C
536,000 s

Office Market Performance Metrics
Office Class A Summary, Q4 2019
Number of Buildings
Inventory (sf)
Vacant (sf)
Vacancy Rate
Avg Gross Asking Rent (psf) (a)

Redwood City Downtown
8
744,361
0
0.0%
$8.66

Under Construction, Q4 2019
Buildings Under Construction
Under Construction Inventory (sf)

3
178,268

New Deliveries (sf), Q1 2015 - Q4 2019

536,485

Average Office Class A Rents (PSF), 2015 - 2019
Year
Redwood City Downtown
2015 (Q4) (a)
$6.09
2016 (Q4)
$7.12
2017 (Q4)
$7.68
2018 (Q4)
$8.49
2019 (Q4)
$8.66
% Change 2015-2019

42.2%

Sources: CoStar, 2020; BAE, 2020.

Note:
(a) Asking rents reflect direct gross leases. 4Q2015 rent is a sublease rent, as there were not direct leases, that quarter
Sources: CoStar, 2020; BAE, 2020.

Bay Meadows and Highway 92 & El Camino This case study focuses on in two areas of San
Mateo adjacent to the Hayward Park and Hillsdale Train stations: Bay Meadows and the office
parks neighboring the junction of Highway 101 and 92 and El Camino Real. These two
neighboring areas represent an interesting comparison. Bay Meadows has been the creation
of a new mixed-use district while the area’s older, suburban parks, have transitioned to be
more transit and technology tenant focused. The City adopted the San Mateo Rail Corridor
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Transit Oriented Development Plan in 2005 to guide development in the area and to allow for
increased density in a largely built out city. In total, this area now has 2.7 million square feet
of Class A office, an increase of 1.1 million square feet since 2015 with an additional 210,000
square feet under construction and 367,000 square feet planned. At the end of 2019, 3.3
percent of the Class A space was vacant.
Bay Meadows - 160+ Acres. The project has been built in phases, with the first phase
completed in 2003. The project consists of 82 acres on the former practice track including: an
83,000 square foot neighborhood shopping center anchored by Whole Foods and Crunch
fitness, 250,000 square feet of office, 575 apartments, and Franklin Templeton Investments
headquarters campus, with 570,000 square feet built by 2003. In 2019, two additional
buildings totaling 245,000 square feet completed the build out. When developed in 2001, the
Franklin Templeton campus was isolated from other development, as a drive-to, suburban
office park.
The second phase of Bay Meadows on 83 acres includes: 1,145 residential units mostly at
townhome density, 767,000 square feet of office space, and 93,000 square feet of retail and
restaurant space. The project includes a private high school that opened in 2014 as one of
the first buildings as well as three public parks. The project includes five office buildings,
designed for technology companies as single user buildings. Survey Monkey took the first
building in 2015. The strong market response to the first buildings at Bay meadows lead the
developer to increase the size of the two commercial buildings from 92,000 to 184,000 for
Station 1 and 98,000 to 183,000 for Station 5. CoStar reports a monthly asking rent of $6.95
per square foot for the yet to be built Station 5 at Bay Meadows, again reflecting the strong
market.
Highway 92 and El Camino. Roughly one million square feet of Class A office was in place in
2003 in the general area near the Hayward Park Caltrain station and the junction of Highway
92 and 101 as well as along El Camino Real. Since 2015, 300,000 square feet have been
added and another 400,000 significantly upgraded, resulting in a desirable office location with
rents doubling in the last decade. In 2017, Beacon Capital Partners acquired 1825, 1855 and
1875 Grant, mid-rise office buildings built in the mid-1980s and renovated to meet current
tenant requirements including adding amenities. While having the visible, auto-oriented
location at 101 and 92 and suburban parking area, the property was marketed based on its
access to Caltrain. This project, “The Crossroads,” traded in early 2019 for $662 per square
foot.
In 2017, Hines completed two new Class A buildings at 400 and 450 Concar totaling 305,000
square feet adding to the existing 200,000 square feet of office in the center. Centrally
located near the intersection of U.S. Hwy. 101 and Interstate 92, the highly visible property is
directly adjacent to the Hayward Park Caltrain station. In early 2019, 400/450 Concar sold for
$1,050 per square foot. Transitioning old commercial centers to apartments has enhanced
the creation of a pedestrian scale neighborhood. In 2017, Station Park Green, a TOD project
36

with 35,000 square feet of new retail and 599 rental housing units to the corner of Concar &
Delaware replaced former Kmart on the 12-acre site supporting the overall transformation of
this area. The City is considering a second 700+ unit residential project on a 14-acre shopping
center in this area.
Figure 11: Class A Office San Mateo – Bay Meadows and El Camino & 92 Area
San Mateo, CA -- Bay Meadows and El Camino & 92
Market Description
Proximity to the Hayward Park and
Hillsdale Caltrain stations has fostered
office development. Bay Meadows
project has created new office complex
with significant amenties and access to
Caltrain as well as housing and retail.
Office parks along 92 have seen
renovation and new buildings with the
addition of TOD housing.

Key Trends

Key Trends

2.7 million sq. ft. office inventory
3.3% Class A Vacancy as of 4Q2019
$8.66 monthly/ per sq. ft. Class A Rent
5.9% change in rents 2015-2019
40% of Class A is new since 2015
1.1 million sq.ft. built since 2015

2.7 million sq

5.9% change
40% of Class
1.1 million sq

Franklin Templeton HQ

Office Market Performance Metrics
Office Class A Summary, Q4 2019

Number of Buildings
Inventory (sf)
Vacant (sf)
Vacancy Rate
Avg Gross Asking Rent (psf) (a)
Under Construction, Q4 2019
Buildings Under Construction
Under Construction Inventory (sf)
New Deliveries (sf), Q1 2015 - Q4 2019

Bay Meadows/
El Caminio & 92
21
2,667,704
88,121
3.3%
$5.37

Average Office Class A Rents (PSF), 2015 - 2019
Bay Meadows/
El Caminio & 92
Year
2015 (Q4)
$5.07
2016 (Q4)
$4.62
2017 (Q4)
$5.21
2018 (Q4)
$5.18
2019 (Q4)
$5.37
% Change 2015-2019

4
209,860

Sources: CoStar, 2020; BAE, 2020.

1,122,745

Note:
(a) Asking rents reflect direct gross leases. CoStar data is not complete on rents for the newly constructed buildings.
(b) CoStar data increased to include the full Franklin Templeton office campus of over 750,000 sq. ft.
Sources: CoStar, 2020; BAE, 2020.
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5.9%

South San Francisco, Biotech Cluster. South San Francisco’s transformation to an
employment center started earlier than Redwood City or San Mateo. Genetech in 1977 leased
former heavy industrial space in South San Francisco and began the process of creating a new
industry. The location was near research universities, medical centers, and SFO airport but
separate from the residential neighborhoods to allay any concerns about this new industry.
Genetech’s building use is roughly equal parts office space, lab space and manufacturing.
With a series of Master Plans, the City has developed land use controls to foster the growth of
Genetech. Genetech has a campus of 4.9 million square feet on over 200 acres and 10,000
employees. Genetech is working with South San Francisco to increase development allowed in
their campus to nine million square feet to accommodate an additional 12,000 employees.
Including Genetech, South San Francisco has over 200 biotech companies and over 11.5
million square feet of laboratory, office and manufacturing space already in operation in an
area of over 500 acres, as reported by the City. South San Francisco has approved additional
three million square feet of life science related development that will be built in the next ten
years. Recent trends include demolishing older low-rise buildings to build new mid-rise
buildings. While not classically transit oriented, this area has ferry access to the East Bay and
access to Caltrain and BART. Employers use shuttle buses to access transit and provide
commute buses for employees.
REITs are creating new campuses in South San Francisco, investing in the entitlement,
infrastructure and beginning construction prior to identifying a tenant. Frequently buildings
are leased during construction creating a market dynamic of substantial additions to inventory
without increasing vacancy. Additionally, technology companies beyond biotech are choosing
South San Francisco, some relocating from San Francisco for lower tax rates and rental rates.
Campuses include amenities to create an attractive work environment and foster social
connections.
Key projects include:
•
•
•
•

BioMed Realty Trust’s 1.25 million square feet Pacific Gateway campus,
HCP Investment’s 884,000 square feet Britannia Cove campus, under construction
Alexandria’s 291,000 square feet of office/R&D campuses.
Kilroy is constructing 2.5 million square feet of office and open space adjacent to
Oyster Point.

South San Francisco differs from Redwood City and San Mateo as it has not included
residential uses in the core office parks as the biotech industry preferred separation from
residential uses. Instead, South San Francisco has fostered additional housing in its
downtown and areas neighboring the Caltrain station, with almost 700 units permitted
between 2015 and 2019 and an additional 3,000 housing units in the development pipeline.
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Figure 12: Class A Office/Life Science South San Francisco

South San Francisco, CA
Market Description
Over 500 acres with 15 campus
for biotech/life science and
technology companies. Newer
developments are mid-rise
construction included two
building on the west side of
101. 3 million square feet is
under construction and another
3 million is proposed.

Key Trends
5.8 million sq. ft. office inventory
4.9% Vacancy as of 4Q2019
26% increase in office rents
42% change in R&D rents
51% of Class is new since 2015

Office Class A Summary, Q4 2019 (a)
Number of Buildings
Inventory (sf)
Vacant (sf)
Vacancy Rate

South San Francisco
33
5,688,694
271,162
4.8%

Under Construction, Q4 2019
Buildings Under Construction
Under Construction Inventory (sf)

7
2,977,728

New Deliveries (sf), Q1 2015 - Q4 2019

1,611,768

Average Office Class A Rents (PSF), 2015 - 2019 (b)
Class A
Year
Office -- FS R&D -- NNN
2015 (Q4)
$3.56
$3.50
2016 (Q4)
$4.32
$2.75
2017 (Q4)
$5.35
$4.59
2018 (Q4)
$5.07
$5.34
2019 (Q4)
$4.50
$4.99
% Change 2015-2019

26.4%

(a) Includes Class A office buildings larger than 50,000 square feet. Biotech business are also in Class B and C buildings
and R&D/industrial space; thus other metrics of the overall size of the biotech sector are larger for South San Francisco.
(b) Rents are as reported by Colliers as the CoStar database did not include sufficient information.
Sources: CoStar, 2020; BAE, 2020.
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42.6%

Traditional Suburban Office Parks
At the regional level, tenant preferences for proximity to transit has resulted in many
traditional suburban office parks built in the 1970s, 1980s, and 1990s (without amenities
and a variety of mobility options) now experiencing weak leasing and rents. BAE identified
three office parks in the Bay Area that were considered Class A development when
constructed and initially leased but now face challenges as less favored business locations:
Shadelands Office Park in Walnut Creek, Northgate District in San Rafael, and Marina Village
Office Park in Alameda.
Shadelands Office Park, Walnut Creek. This 240-acre office park with approximately 1.3
million square feet is located off of Ygnacio Valley Road. It is approximately 2.4 miles from the
Pleasant Hill/Contra Costa Center BART Station and 3.0 miles from the Walnut Creek BART
station. Shadelands Office Park was one of the first Class A suburban office parks developed
in the Bay Area with most of its construction occurring in the 1970s and 1980s. Originally,
this office park attracted a wide range of businesses and nonprofits: from sole proprietors and
small businesses in professional services to large anchor corporations, such as Del Monte
Foods whose headquarters is still located in Shadelands.
Over time, the office inventory in this park has become dated and is now largely considered
Class B and Class C space. Only one building, 2700 Ygnacio Valley Boulevard, offering
107,146 square feet is identified as Class A and it reports a high vacancy at the end of the
fourth quarter 2019 (63.4 percent). One major Shadeland’s tenant, the University of
California-managed U.S. Department of Energy’s Joint Genome Institute, left its long-time
Shadelands facility at the end of 2019 to move to the Berkeley campus to be near its faculty,
scientists, and amenities. The district’s tenant base is largely comprised of firms providing
medical services. Overall, the district’s vacancy rate is 12.1 percent which is somewhat higher
than the seven to ten percent vacancy rate that typically indicates a balanced relationship of
supply and demand. Tenants are attracted to the district for its low rents but rents are not
high enough to justify new construction. No new office construction has occurred since 2001.
Over the past five years office rents across all three classes in Shadelands have risen by
approximately 6.8 percent between the end of the fourth quarter 2015 and the end of the
fourth quarter 2019, compared to an overall rise of 35.9 percent for office in the Downtown
Walnut Creek generally5. The last reported rate for the Class A office property at 2700 Ygnacio
Valley Boulevard is $2.20 monthly per square foot on a full-service basis. This is in contrast to
the reported Class A rental rate of $4.27 monthly per square foot for office in downtown
Walnut Creek that has a BART station and retail and service amenities.

Note that a meaningful change for Class A office cannot be estimated since there is only one building in the
Shadelands inventory.
5
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Figure 13: Shadelands Office Park, Walnut Creek

Shadelands Business Park, Walnut Creek

District Description

Key Trends

Shadelands Business Park is located in the
northwestern part of Walnut Creek. It is approximately
2.4 miles from the Pleasant Hill/Contra Costa Center
BART and approximately 3 miles from the Walnut Creek
BART.

1.3 million sq. ft. office inventory
12.1% vacancy rate
$2.03 monthly/ per sq. ft. asking rent - All classes
6.8% change in rents 2015-2019
No new construction since 2001

Shadelands Business Park, Walnut Creek
Summary, Q4 2019
Number of Buildings
Inventory (sf)
Vacant (sf)
Vacancy Rate
Avg Gross Asking Rent (psf) (a)

Office Building Class
Class A
Classes A, B, C
1
45
107,146
1,322,739
67,940
159,797
63.4%
12.1%
$2.03

Average Office Rents (PSF), 2015 - 2019
Shadelands Business Park
Year
Class A
Classes A, B, C
2015 (Q4)
$1.85
$1.90
2016 (Q4)
$2.25
$2.01
2017 (Q4)
$2.25
$2.10
2018 (Q4)
$2.20
$2.07
2019 (Q4)
$2.03
% Change
2015-19

Note:
(a) Asking rents reflect direct gross leases.
Sources: CoStar, 2020; BAE, 2020.

NA

Sources: CoStar, 2020; BAE, 2020.
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6.8%

Northgate/Civic Center District, San Rafael. This district is north of downtown San Rafael
along Highway 101 in central Marin County between the Mall at Northgate/Manual T. Freitas
Parkway to the south and Lucas Valley Road to the north. This district is comprised of
approximately 731,600 square feet office space on over 80 acres (excluding the Mall at
Northgate and other retail properties). Access to this district is primarily by automobile
although it served by Marin Transit bus service. There is a newly opened SMART commuter
train station 0.4 miles to the south of the Mall at Northgate, but to access that station is poor:
one must walk along Merrydale Road around the Mt. Olivet Cemetery and a public storage
facility to reach it. The district’s retail is primarily located within the Mall at Northgate but this
center is a traditional mall with surrounding parking fields hampering pedestrian access.
The district was built out primarily in the 1960s and 1970s with additional modest
construction in the 1980s. Only one new office complex was built in the 1990s and the threebuilding Vineyard Business Center on Redwood Highway was developed in 2004. CoStar
reports only one Class A office property, the 130,000 square foot Regency Center at 100
Smith Ranch Road. Overall the district’s vacancy rate is 6.2 percent which is somewhat lower
than the seven to ten percent vacancy rate that typically indicates a balanced relationship of
supply and demand. In contrast, Class A buildings in Downtown San Rafael had less than a 3
percent vacancy rate at the end of the fourth quarter of 2019. Tenants are attracted to the
Northgate district for its low rents but rents are not high enough to justify new construction.
No new office has occurred since 2004.
Over the past five years office rents across all three classes in the Northgate District have
risen by approximately 9.4 percent between the end of the fourth quarter 2015 and the end of
the fourth quarter 2019, compared to an overall rise of 17.1 percent for Downtown San Rafael
office generally6. The last reported rate for the Class A office property at 100 Smith Ranch
Road is $3.25 monthly per square foot on a full-service basis. This is in contrast to the
reported Class A rental rate of $4.00 monthly per square foot for offices at the Rafael Town
Center in downtown San Rafael that has a highly accessible SMART station and downtown
retail and service amenities. Bio-Marin, one of Marin County’s largest private employers, has
recently received entitlements to expand its office and labs in downtown with a new 207,000
square foot development. A knowledgeable office property owner contacted by BAE confirmed
that tenant prospects prefer a downtown San Rafael location.

Again, similar to the Shadelands case study, a meaningful change for Class A office cannot be estimated since
there is only one building in this district’s Class A inventory.
6
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Figure 14: Northgate District, San Rafael
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Marina Village Office Park, Alameda. The Marina Village Office Park is located in the City of
Alameda across the Oakland estuary from Jack London Square and downtown Oakland. It is
situated off of Webster Street at the southern end of the Webster and Posey Tubes that
connect Alameda to downtown Oakland. The office park is approximately 1.5 miles east of the
Alameda Ferry Terminal that links Alameda and downtown Oakland to San Francisco. While
this office park is within a half mile the Capitol Corridor Oakland Station and another ferry
terminal at Jack London Square, there is no pedestrian or bike access; bus access takes
approximately a half hour compared to eight minutes auto.
Marina Village consists of approximately 1.1 million square feet of office and research space
that stands on over 200 acres and includes 32 buildings. This office park was developed
starting in 1979 and continuing through the 1990s, with the bulk of space constructed during
the 1980s. CoStar does not show any of the office properties as Class A office; all are either
Class B or C properties. The overall vacancy rate for the district is 18.1 percent as of the end
of the fourth quarter 2019, which is significantly higher than the seven to ten percent vacancy
rate that typically indicates a balanced relationship of supply and demand. Tenants are
attracted to the district for its low rents and the office park is home to many technology
companies that have sought less expensive locations as office rents have risen sharply in San
Francisco and Oakland. With an average reported rent at $2.82 monthly per square foot at
the end of the fourth quarter 2019, rents are not high enough to justify new construction. No
new office has occurred since 2001.
Over the past five years office rents across all three classes in the Marina Village have risen by
approximately 7.6 percent between the end of the fourth quarter 2015 and the end of the
fourth quarter 2019, compared to an overall rise of 71 percent for all classes of office in
downtown Oakland.
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Figure 15: Marina Village Office Park, Alameda
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