










































technology and new energy sources, but low enough to still protect the consumer. 

Investments in both energy-saving and new energy sources, from hybrid cars to 

photovoltaics, require more and better computers and software. Photovoltaics and 

other new energy technologies are an important new growth area for Silicon 

Valley. 

• TRADE DEFICITS After a temporary run-up during the financial crisis, the US 

dollar is back down to pre-collapse levels, which is highly profitable for Silicon 

Valley. The decline of the dollar, due to high trade deficits, has been a bonanza 

for Silicon Valley exporters. The dollar now appears likely to decline even more. 

The U.S.'s huge trade deficit, which peaked at over $600 billion in 2008, has 

already declined by about Y2. The deficit was and is financed by Asian exporting 

nations' equally huge investments in Treasury bills and other U.S. assets. This 

investment flow maintains low U.S. interest rates, keeps the dollar over-valued, 

and also keeps jobs growing in Asia. Asian govermnents and investors are 

already shifting from the investments in Treasuries to investments in U.S. real 

estate and equity markets and moving out of dollars entirely. Arab petrodollars, 

the huge earnings of oil exporters, are also being invested in US companies and 

real estate. This shift showed up in surprisingly strong cormnercial real estate 

prices in places with high vacancies, such as Silicon Valley. 

With a weaker dollar, U.S. exports are growing, combined with lower oil 

prices the trade deficit should slowly decline over the next several years. With the 

trade-weighted value of the dollar still down by 20%, U.S. exports, led by high 

tech manufacturing, are reviving. The economy is starting a slow and complex 

restructuring: shifting workers and other assets back to manufacturing and away 

from construction and consumption. Silicon Valley employment levels are the 

first clear beneficiaries of this restructuring. 

U.S.-wide recession and near recession conditions will continue for the rest of2009 

and will extend into early 2010. Silicon Valley will continue to do better than other 

15 



regions and help lead the nation out of recession. Silicon Valley remains reliant on 

national corporate investment in high tech equipment whose growth rates should revive 

as the nation recovers from its financial crisis. 

Based on all these complex trends, our forecast of Silicon Valley job growth is shown 

in Table 3. We expect Santa Clara County to add about 10,000 jobs in 2010 with this 

growth accelerating to about 20,000 more jobs per year from 2011 to 2013. 

SJRA COMMERCIAL REAL ESTATE 

Silicon Valley's commercial real estate market is still falling. Vacancies are rising 

and lease rates are in decline. Since the Assessor already reduced values sharply last 

year, these problems should lead to only a modest further decline in assessed values for 

existing properties. With the compensating factors of some new construction and some 

sales that add to assessed values, total Assessed Values should be flat for Fiscal 201 0-12. 

Current leasing is now following actual employment decline. Leasing for anticipated 

future employment growth is unlikely to resume until early 2010. The shift toward more 

space per worker to accommodate more equipment has ended. Table 4 shows how leasing 

preceded job growth and leased space per worker grew by over 30% from 2001 to 2007. 

Our current judgment is that most of the shift toward more space per worker is 

permanent, but will proceed no further. This is one of the most important estimates in this 

report. 

As we forecast last year, Silicon Valley's commercial real estate markets 

overshot the local economy and are now correcting. As shown in Table 9, Net absorption 

turned negative in 2008, and lease rates will decline between now and 2011. Vacancies 

appear unusually high but much of the current R&D space is obsolete. We expect that 

little R&D space is both efficiently convertible into offices and well situated, making 
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most such conversions impossible. Additionally, many old R&D facilities are so obsolete 

that they are unusable, 

The significant long-term job growth Spectrum now projects for Silicon Valley 

will ensure recovery for commercial real estate, and justify significant new construction. 

However, the current slowdown will delay many projects leading to higher rental cost in 

the future. The actual permitting and construction process is so slow that by 2012 demand 

could again overshoot supply and we could once again see sharp rent increases. 

Based on our new employment forecast, the expected space per worker, and 

modest rates of new R&D and office construction, Spectrum forecast vacancy rates in 

Santa Clara County through 20l3. Table 9 shows the vacancy forecast. It shows 

vacancies rising this year and next and then declining in both the Office and R&D area. 

Chart 4 tracks vacancy rates over the two economic cycles: 1991-2002 and 2003-2013. 

Vacancy rates are moving in parallel in the two time periods, but the current cycle is at a 

much higher level of vacancy. 

Tables 6 and 7 show detailed space and lease rate trends in the R&D and office 

markets of Silicon Valley. It is important to point out that these two markets are not 

always clearly differentiated in Silicon Valley. The primary product is really 

"OfficelR&D" - only the far ends of this continuum are clearly distingnishable. Keeping 

in mind this caveat, it is still notable that lease rates for R&D space declined to about 

27% of where they were in 2001 and reached only 40% of the previous peak in 2007. 

Office rents, in contrast, bottomed out at 45% of the peak and are now back to 80% of the 

2001 peak rate. Using the actual data from 1991 through 2009, we searched for 

predictors of lease rates. After several attempts, it was determined that the key predictors 

are vacancy rates, change in vacancies and percent of absorption. These factors explain 

about 65% of the variation in lease rates over the 15 years reviewed. Using regression 

analysis, Spectrum created an equation that forecast lease rates as a function of net 

absorption and vacancies. With employment and space per employee forecasts, the 

equation gives lease rates, which are the best predictors of market values. The resulting 
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rent and value forecasts are shown in Table 9. R&D and office rents will decline this 

year and next, but then should rise significantly. 

Using the forecasts of vacancies and absorption, Spectrum created a forecast of 

rents by building type as shown in Table 9 and Chart 5. Assuming that property values 

largely follow rents, an assumption also used by the County Assessor, Spectrum then 

created a value index for R&D and office space. The value index actually used is shown 

in Tables 11 & 12. The Prop. 8 and Prop. 13 analyses need only relative values over 

time, so this index is all that is necessary. We used a three-year average of rents to create 

the market value indices. This estimated value index was later modified to fit apparent 

actual Assessor practices in assessment years 2002-2009. It should be noted that such 

items as lease rates and market values have a substantial psychological component. Any 

widely held belief that prices are going up, or down, can become self-fulfilling as the 

Internet stock boom demonstrated to all. We forecast that market values will recover 

somewhat faster than lease rates as investors anticipate the future. 

Another factor in Assessed Values in the SJRA area has been commercial, non­

office, non-industrial space. This category, mostly retail, has grown significantly in the 

last several years. It now totals over $1.5 billion, and grew by over $350 million last year 

as shown in Table 13. 

The recently approved North San Jose plan will contribute to more stability in 

assessed values in the SJRA area, especially from redevelopment of existing properties. 

This plan allows both more residential development and denser office R&D development 

in North San Jose. The result will certainly be more development in that area, especially 

along key transportation corridors. The net impact on SJRA assessed values is clearly 

positive. The increase in residences will surely increase assessed values in total and 

contribute modestly to more long-term job growth. The denser ,Office and R&D 

development will be attractive and will help shift job growth from other parts of the 

county. The SJRA is probably a net gainer in OfficelR&D assessed values, and our 

forecast now includes this impact. 
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SJRA RESIDENTIAL REAL ESTATE 

Over the next five years, new residential construction will playa major role in 

Assessed Value growth in the SJRA area. This growth is concentrated in six huge 

projects: Hitachi GS, Block 3, Fairfield, North San Pedro, Irvine, and Wyse. These six 

projects account for nearly 30% of all growth in Assessed Values - $1.3 billion. We 

have assumed that the projects will be built, based on information received from the 

RDA. Nonetheless, it is vital to realize how important these few projects are to the 

financial health of the SJRA. Because of a number of sales that result in increases in 

assessed values, we estimate that assessed values for residential properties will actually 

grow this year and next. The residential forecast is shown in Table 13. 

SJRA PERSONAL PROPERTY 

Trends in Unsecured Personal and Business Property follow the business cycle. 

Unsecured Personal and Business Property is about 25% of current assessed values, but 

its relative importance is likely to decline over time. Unsecured Personal and Business 

Property must be treated separately since they are mostly not subject to Prop. 13 limits, 

and have become highly volatile, dropping nearly 30% in assessment in 2003 (FY 2004-

05) and recovering thereafter but at relatively slow rates. The 2004 decline was 

explained by a combination of high depreciation rates, employment loss and low new 

investment. The slow but steady growth since 2004 in Unsecured assessed value 

reversed in 2008 (FY 2009-10). We now forecast that Personal and Business Equipment 

values will decline this year and then grow roughly in line with employment and inflation 

at about 3.5% per year. The Personal and Business Property Assessed Value forecast is 

shown in Table 13 and Chart 6. It projects that Total Personal and Business Property A V 

should decline in 2009 (FY 2010-11) by about $350 million and then resume growth 

thereafter. 
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ASSESED VALUE AND REVENUE 

The final steps in the analysis are the Prop.8 and Prop. 13 analyses and the resulting 

Revenue forecast. This starts with an estimate of major new construction in the SJRA 

area. Table 10 tabulates actual projects that are either under construction or have started 

the permit process. Office and R&D rents have dropped to levels that justify limited new 

construction. As a result, the SJRA has many delayed projects, but these projects will 

return as the economy revives. 

Spectrum's analysis of historic real estate AV, industrial, office, commercial, 

residential, and vacant land, back to 2005, is shown in Tables 11-13. We obtained actual 

data on the size of each age-cohort of property in 2007 from the Assessor. We assumed 

that each age cohort would grow at 2% Prop. 13 rates unless market values dropped 

below this Prop. 13 ceiling. For these properties we used our value indices to calculate 

the fall and later rise of Assessed Values. For the earliest age cohort - projects built in 

1995 or before which contain the oldest properties most likely to be sold - we assumed a 

10% per year decline for re-sales. 

The purpose ofthis massive exercise was to attempt to duplicate, in the aggregate, the 

Office of the Assessor's Prop.8 analysis for 2002-2007. Knowing the approximate size 

of each age cohort of buildings and the value index, it became apparent how far back in 

time the Prop. 8 reductions had to go. We then estimated the current value index the 

Assessor had to use to reach his total A V reduction for each year. Using these cohorts 

and our indices of property values, we were able to duplicate the Assessor's Prop.S 

results for assessment years 2003 - 200S (FY 2003-04 through 200S-09). Having fit the 

model to actual data, we added expected new construction and sales in 2007-2012 and 

forecast future assessed values. The result of this forecast is that neither R&D nor Office 

space return to their previous peak valuation until after 2013, leaving significant further 

room for growth until all these older properties return to their Prop. 13 ceilings. 
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Growth in the next several years will be dominated by the residential sector. 

Residential assessed values in the SJRA grew by over $300 million in 2004 but slowed to 

$270 million in 2005, $240 million in 2006, $200 million in 2007 and reaccelerated to 

$360 million in 2008 (FY 2009-10). Assessed values for the coming two years will be 

affected by declines in the Condo and single-family markets. Unsold properties in these 

two markets, about 40% of the SJRA total, are likely to decline by about 15% in value. 

With over a billion dollars worth of new residential construction in the pipeline, growth 

should soon increase to over $600 million per year by 2012 (FY 2013-14). 

Finally, we totaled all the Assessed Value forecasts, subtracted the Base Year AV, 

and estimated Tax Increment Revenues. Both projected and historic A V and Revenues 

are shown in Tables 1 and 2 and Charts 1 and 2. With employment rising slowly and 

non-residential values declining, Assessed Values and SJRA revenues will be stagnant 

next year and the year after before resuming growth. By 2011 (FY 2012-13) with 

residential, R&D and Office values recovering, total Assessed Values will rise at over 9% 

per year. 

SUMMARY OF ASSESSOR'S PRACTICES 

GENERAL PROCEDURES 

Assessment and appraisal of property is part art and part science. This is 

particularly true for large industrial properties in times of fast changing markets. 

Academic studies have found that the average difference between appraisal and sales 

price of non-residential property is 10% to 20%. The Office of the County Assessor is 

directed by State Law and guided by the Board of Equalization in their appraisal 

procedures but ultimate decisions rely on a significant amount of judgement. Because of 

this judgement factor, and the threat of appeals, Califomia Assessors generally provide 

only limited information on their exact procedures. Spectrum's observations are based 
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on a combination of limited direct information, review of the relevant regulations, and 

review of outcomes, i.e., if X is the result, Y must have been the procedure. 

In normal times, assessment of "secured property," (mainly real estate - land and 

structures) is fairly simple. Most of the effort is concentrated on determining fair market 

value at time of sale or construction. Once this value is determined, Prop. 13 limits the 

increase to 2% or the rate of inflation, whichever is less. Values change significantly 

only on sale or if there are improvements, which the Office of the Assessor monitors 

through building permits. 

Unsecured property, mainly business equipment, is mostly not subject to Prop. 13, 

but neither does it follow the trends of real estate values. Equipment only depreciates in 

value; it does not appreciate. These values are assessed based on initial costs reported to 

the Office of the Assessor by every business on April 1 of every year and on depreciation 

factors established by the State Board of Equalization. (The Office of the Assessor is not 

required to follow these guidelines, but staff has. stated that they do follow them.) The 

depreciation factors are large, over 20% per year, but that is legitimate for the fast 

moving high technology sector where equipment becomes out-of-date so quickly. The 

result is that when business investment in new equipment slows, assessed values of 

equipment drop quickly. 

PROP. 8 ANALSIS 

If real estate values are dropping, which is happening again today for non-residential 

property in Santa Clara County, the assessment process becomes more complex. As 

prices drop, more age cohorts of building must be reassessed under Prop.S, since their 

market values drop below the Prop. 13 ceiling. For FY 2009-10, (Calendar 200S) the 

Office of the Assessor was forced to reassess most non-residential property that was built 

or sold since about 1997. Since thousands of buildings were involved, individual re­

assessments were impossible - the Office of the Assessor did not have the staff, budget or 

time to reassess each individual structure in detail. As a result, a mass appraisal 
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technique was used: the Office of the Assessor decided on a reduction factor for each age 

cohort of building by type in each major area. 

The Prop. 8 calculation is made more difficult by the lack of data. When real estate 

values decline, the market tends to "freeze" -- very few transactions take place. Sales 

that do take place are often complicated by such factors as below market owner 

financing, above market leases or forced sales in bankruptcy. With prices dropping 

monthly, and few good comparable sales, all prices must be further adjusted to what they 

would have been at the beginning of the year - the official date of assessment. Faced 

with such limited data, the Office of the Assessor often must rely on estimating values 

from lease rates. 

The Prop. 8 re-assessment process mixes with the appeals process. Appeals always 

rise when values are declining, and the Assessor has a significant incentive to re-assess 

on the low side in order to limit the number of time-consuming appeals. Many large 

property owners appeal every year in both rising and declining markets - the potential 

gain exceeds the cost of the appeal. 

As previously discussed, assessed values are so uncertain, the data is so bad and the 

process is so complex that the Office of the Assessor had a huge incentive to re-assess 

low enough to discourage appeals. As a result, the Office of the Assessor has been 

clearly cautious in their Prop. 8 re-appraisals. In most years properties are appraised 

below the level that would be expected based on such key indicators as lease rates and 

vacancies. In 2009, the appraisals were about 10% below the level that lease rates and 

vacancies would lead one to expect. 

When values rise, the process now reverses. Upward reappraisal across the board 

started in 2006 (FY 06-07), accelerated in 2007 (FY07 -08) and continued in 2008 (FY 

08-09). In 2007 the assessor increased average values by over 15%, followed by another 

10% increase in 2008. That process reversed in 2009 (FY 2009-10) and it will be about 

2013 before values are likely to return to the 2007 peak. 
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CONCLUSIONS 

With local job and real estate markets now stabilizing and just starting to recover, 

after the lengthy national slowdown, the SJRA will now experience two years of stagnant 

revenue growth followed by a return to growth in the 7-9% range. This revenue cycle is 

due to cyclical job markets, resulting cyclical R&D and Office markets, and continued 

residential growth. This cyclical pattern of revenues should swing from about a flat FY 

2010-11 to over 8% growth in 2012-13, as shown in Table I and Charts 1 and 2. 

These are still uncertain economic times for Silicon Valley and for the San Jose 

Redevelopment Agency. Our relatively optimistic forecast rests on several key 

assumptions: 

• The nation's economic recovery that began in mid-2009 will continue. 

• Corporate investment ill Silicon Valley's key products: computers, 

communication equipment and software will recover faster than the overall US 

economy. 

• Normal commercial real estate financing will return in 2010. 

• Currently planned major projects in the SJRA area will be built approximately as 

scheduled. 
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ASSESSED VALUES 

GRAND TOTAL 
Change 

Secured 
Unsecured 

Base AV 

Increment AV 

TABLE 1 
SUMMARY FORECAST 

SAN JOSE REDEVELOPMENT AGENCY 
($ in Millions) 

FY 2006-07 2007-08 2008-09 
Economic Year 2005 2006 2007 

16,060 18,034 19,407 
6.8% 12.3% 7.6% 

12,085 13,929 15,153 
3,975 4,105 4,254 

1,097 1,097 1,097 

14,963 16,937 18,310 

TAX INCREMENT REVENUES 
On Total 158 178 192 

Unitary 2 2 2 
Total 160 180 194 

Growth rate 8.0% 12.2% 8.0% 

2009-10 
2008 

19,844 
2.3% 

15,844 
4,000 

1,097 

18,747 

197 
2 

199 

2.4% 

2010-11 2011-12 2012-13 2013-14 2014-15 
2009 2010 2011 2012 2013 

19,851 19,862 21,086 22,739 24,324 
0.0% 0.1% 6.2% 7.8% 7.0% 

16,051 16,062 16,886 18,392 19,825 
3,800 3,800 4,200 4,347 4,499 

1,097 1,097 1,097 1,097 1,097 

18,754 18,765 19,989 21,642 23,227 

197 197 210 227 244 
2 2 2 2 2 

199 199 212 229 246 

0.0% 0.1% 7.0% 8.2% 7.2% 



TABLE 2 
ASSESSED VALUE AND REVENUE HISTORY 

SAN JOSE REDEVELOPMENT AGENCY 
($ in Millions) 

FY 01-02 02-03 03-04 04-05 05-06 06-07 
Economic Year Assessed 2000 2001 2002 2003 2004 2005 

ASSESSED VALUES 
Total Secured with Mobile 12,297 13,254 11,686 11,197 11,211 12,085 
Total Unsecured 5,583 5,467 5,277 3,843 3,820 3,975 

GRAND TOTAL 17,880 18,721 16,963 15,040 15,031 16,060 
Growth 29.8% 4.7% -9.4% -11.3% -0.1% 6.8% 

BaseAV 1,097 1,097 1,097 1,097 1,097 1,097 

Increment AV 16,783 17,624 15,866 13,943 13,934 14,963 

TAX INCREMENT REVENUE 
On Total 176 185 166 146 146 158 

Unitary 2 2 2 2 2 2 
Total 178 187 168 148 148 160 



TABLE 3 
SAN JOSE MSA EMPLOYMENT 

Actual Actual Actual Actual Forecast 

2005 2006 2007 2008 2009 2010 2011 2012 2013 

Nonfarm W&S Employment 869,900 891,200 908,100 915,100 885,600 895,100 914,943 937,177 958,409 
Natural resources and mining 200 300 300 300 300 300 300 200 200 
Construction 44,500 46,800 47,000 44,200 39,000 37,000 39,000 41,186 43,412 
Manufacturing 164,900 163,700 166,000 168,000 156,000 156,000 157,130 158,621 159,845 

Non-tech 36,500 37,400 37,500 36,900 33,000 32,000 31,254 30,588 29,876 
High technology 128,400 126,300 128,500 131,100 123,000 124,000 125,876 128,032 129,970 

Trade, transportation, & utilities 132,800 137,100 139,900 138,500 132,000 135,000 139,013 143,424 147,687 
Information 35,300 37,500 39,500 41,700 40,000 42,000 44,394 47,013 49,693 
Financial activities 36,300 37,100 37,100 34,800 33,000 33,000 33,231 33,530 33,765 
Professional and business services 165,800 172,000 177,700 178,700 173,000 177,000 182,331 188,188 193,857 
Educational and health services 96,800 100,400 102,200 107,500 110,000 112,000 114,820 117,941 120,911 
Leisure and hospitality 72,800 75,200 76,100 78,200 79,000 79,000 79,553 80,269 80,831 
Other services 24,600 24,800 25,100 25,300 25,300 25,300 25,477 25,706 25,886 
Government 95,900 96,400 97,200 97,800 98,000 98,500 99,692 101,098 102,321 

Growth Rate 
San Jose 0.9% 2.4% 2.7% 0.6% -4.2% 1.1% 2.2% 2.4% 2.3% 

California 1.8% 1.9% 0.7% -0.8% -5.1% 
San Francisco MSA 0.5% 2.8% 2.1% 1.3% -4.9% 
Oakland MSA 0.8% 1.4% 0.7% -1.4% -4.5% 

Forecast based on data available as of August 2009. 



TABLE 4 
TOTAL R&D, INDUSTRIAL AND OFFICE SPACE TRENDS 

SANTA CLARA COUNTY 

2000 2001 2002 2003 

SANTA CLARA COUNTY 
Total Employment 1,030,000 1,003,500 909,300 861,700 
Less Trade 150,400 146,000 133,700 128,600 
Less Gov'!. 94,500 94,600 97,900 96,200 
Less Health & Educal 85,200 90,000 92,000 93,000 
Less Leisure 71,400 75,200 69,800 69,500 
Net Jobs 628,500 597,700 515,900 474,400 

TOTAL MARKET (Except Warehol Q2 Q2 Q2 
Total Available 
Net Absorption 
Building Base 
Vacancy Ratio 
New Space Added 
Occupied 

Sq.Ft.lworker 349 341 382 404 

Source for Space Data: Colliers International 
, 

2004 2005 2006 2007 2008 2009 

862,000 869,900 891,200 908,100 915,100 877,600 
130,900 132,800 137,100 139,900 138,500 129,500 
96,300 95,900 96,400 97,200 97,800 99,100 
95,000 96,800 100,400 102,200 107,500 109,900 
70,900 72,800 75,200 76,100 78,200 78,900 

468,900 471,600 482,100 492,700 493,100 460,200 

Q2 02 02 02 02 02 

418 425 459 455 451 469 



SANTA CLARA COUNTY 

Total Employment 

Less Trade 

Less Gov'\. 

Less Health & Education 

Less Leisure 

Net Jobs 

2006 

891,200 

137,100 

96,400 

100,400 

75,200 

482,100 

TOTAL MARKET (Except Warehouse) 

Total Available 39,310,348 

Gross Absorption 23,813,982 

Net Absorption 7,135,000 

Building Base 244,995,394 

Vacancy Ratio 16.0% 

New Space Added (891,271) 

Occupied 221,181,412 

Sq.Ft.lworker 459 

TABLE 5 
R&D, INDUSTRIAL AND OFFICE VACANCY FORECAST 

SANTA CLARA COUNTY 

2007 2008 2009 2010 2011 

908,100 915,100 877,600 895,100 914,943 

139,900 138,500 129,500 135,000 139,013 

97,200 97,800 99,100 98,500 99,692 

102,200 107,500 109,900 112,000 114,820 

76,100 78,200 78,900 79,000 79,553 

492,700 493,100 460,200 470,600 481,864 

36,356,015 37,875,713 45,696,802 46,069,442 41,637,993 

20,856,808 23,570,521 31,748,478 32,121,118 27,689,669 

4,413,000 (1,575,339) (6,639,227) 677,360 5,181,449 

244,870,014 246,008,388 247,547,118 248,597,118 249,347,118 

14.8% 15.4% 18.5% 18.5% 16.7% 

(125,380) 1,138,374 1,538,730 1,050,000 750,000 

224,013,206 222,437,867 215,798,640 216,476,000 221,657,449 
.. 

455 451 469 460 460 
-

Source for 2004-2009 Space Data: Colliers International 

2012 2013 

937,177 958,409 

143,424 147,687 

101,Q98 102,321 

117,941 120,911 

80,269 80,831 

494,445 506,658 

36,600,768 32,232,552 

22,652,444 18,284,228 

5,787,225 5,618,216 

250,097,118 251,347,118 

14.6% 12.8% 

750,000 1,250,000 

227,444,674 233,062,890 

460 460 



R&D MARKET 
Total Available 
Net Absorption 

sq.ft. 
sq.ft. 

Absorption Rate 
Building Base sq.ft. i 

Vacancy Ratio 
New Space Adc sq.ft. 
Lease Rates $/sq.ft.lm 
Change in Rates 

3 year Average Rates 
Lease Index 

C 

2000 2001 

1,407,457 13,749,593 
4,971,226 -4,340,808 

3.8% -3.2% 

TABLE 6 
R&D SPACE TRENDS 

SANTA CLARA COUNTY 

2002 2003 2004 

27,726,516 33,976,393 33,900,768 
-10,927,300 -5,690,380 335,094 

-7.8% -4.0% 0.2% 
129,533,711 137,535,039 140,584,662 141,144,159 141,403,628 

$ 

1.1% 
817,353 

$1.78 
6.0% 

2.11 $ 
312.9 

10.0% 
8,001,329 

$2.86 

60.7% 

1.97 $ 
292.6 

19.7% 
3,049,623 

$1.27 
-55.6% 

1.68 $ 
250.0 

24.1% 
559,497 

$0.92 
-27.6% 

0.98 $ 
146.0 

23.97% 
259,469 

$0.76 
-17.4% 

0.80 
118 

Source for Space Data: Colliers International 

2005 

30,437,000 
3,463,768 

2.5% 
140,558,231 

$ 

21.7% 
(845,397) 

0.85 
11.8% 

$0.83 
123 

2006 

24,693,195 

3,259,000 
2.3% 

139,510,370 

$ 

17.7% 
(1,047,861 ) 

0.88 

4.0% 

$0.98 
145 

2007 

24,673,194 
2,403,000 

1.7% 
139,417,744 

$ 

17.7% 
(92,626) 

1.20 
35.6% 

$1.11 
165 

2008 

21,466,629 
(1,240,000) 

-0.9% 
139,481,850 

$ 

15.4% 
64,106 

1.24 
3.4% 

$1.20 
178 

2009 

25,082,670 
(3,616,041) 

-2.6% 

139,507,267 

$ 

18.0% 
25,417 

1.16 
-6.5% 

$1.13 
168 



TABLE 7 
OFFICE SPACE TRENDS 
SANTA CLARA COUNTY 

OFFICE MARKET 
Total Available 
Net Absorption 
Absorption Ratl 
Building Base 
Vacancy Ratio 
New Shell Add! 
Lease Rates 
Change 

sq.ft. 
sq.ft. 

sq.ft. 

sq.ft. 
$/sq.ft.lm 

3 year Average Rates 
Lease Index 

0 

2001 

6,858,356 
(1,635,418) 

-3.1% 
53,035,364 

12.93% 
4,355,659 

$4.09 

7.1% 

$ 3.42 

258.2 

2002 

12,667,585 
(2,829,477) 

-5.1% 
56,015,116 

22.61% 
2,979,752 

$2.34 
-42.8% 

$ 2.75 
207.8 

Source for Space Data: Colliers International 

2003 

13,869,341 
(459,527) 

-0.8% 
56,757,345 

24.44% 
742,229 

$1.82 
-22.2% 

$ 1.99 

150.1 

2004 2005 2006 2007 2008 2009 

12,374,503 10,640,000 9,305,872 8,177,799 10,409,084 14,545,909 
2,485,904 1,540,694 2,565,836 1,412,833 (1,740,000) (2,546,094) 

4.3% 2.7% 4.4% 2.4% w3.0% -4.2% 
57,748,411 57,668,926 57,837,196 57,837,196 58,750,393 60,263,706 

21.4% 18.5% 16.1% 14.1% 17.7% 24.1% 
991,066 (193,809) 156,590 0 913,197 1,513,313 

$1.80 $ 1.95 $ 2.11 $ 2.60 $ 2.77 $ 2.55 
-1.1% 8.3% 8.2% 23.2% 6.6% -8.1% 

$ 1.78 $ 1.95 $ 2.22 $ 2.49 $ 2.64 $ 2.44 

134.4 147.6 167.8 188.5 199.5 184.7 



R&D MARKET 
Total Available 
Net Absorption 
Absorption rate 
Building Base 
Vacancy Ratio 
New Shell Added 

Lease Rates 

Difference from 
Avg. Sil. Val Rates 

OFFICE MARKET 
Total Available 
Net Absorption 
Absorption Rate 
Building Base 
Vacancy Ratio 
New Shell Added 

TABLE 8 
R&D AND OFFICE SPACE TRENDS 

SAN JOSE 

2001 2002 2003 2004 

3,509,062 10,451,859 11,738,494 10,891,886 
-3,867,789 -1,240,787 835,241 

-8.2% -2.6% 1.8% 
43,931,81847,006,82647,052,67447,041,307 

$2.60 

($0.26) 
-9% 

22.2% 24.9% 23.2% 
3,075,008 45,848 -11,367 

$1.13 

($0.14) 
-11% 

$0.85 

($0.07) 
-8% 

$0.61 

($0.15) 
-20% 

2,118,025 4,143,177 4,397,701 3,813,916 
-700,598 440,553 1,161,940 

-3.3% 2.0% 5.1 % 
19,981,299 21,305,853 22,000,930 22,579,085 

10.6% 19.4% 20.0% 16.9% 
1,324,554 695,077 578,155 

Lease Rates $ 3.83 $2.23 $1.84 $1.70 

2005 2006 2007 2008 2009 

10,885,224 10,092,640 10,012,711 9,450,837 10,885,250 
192,329 716,162 66,428 -440,000 -1,434,413 

0.4% 1.5% 0.1 % -0.9% -3.0% 
47,226,974 47,268,376 47,268,376 47,377,063 47,377,063 

23.0% 21.4% 21.2% 19.9% 23.0% 
41,402 0 0 0 

$0.77 $ 0.83 $ 0.88 $ 1.13 $ 0.97 

($0.08) ($0.05) ($0.32) ($0.11) ($0.19) 
-10% -7% -36% -9% -19% 

3,840,364 3,899,009 2,899,500 3,976,859 4,953,226 
-13,862 594,867 900,803 -778,311 -658,017 

-0.1% 2.6% 4.0% -3.4% -2.9% 
22,591,671 22,678,955 22,678,953 22,689,163 23,007,513 

17.0% 17.2% 12.8% 17.5% 21.5% 
12,586 87,284 0 0 0 

$1.64 $1.84 $2.23 $2.51 $2.55 

Difference from $ (0.26) $ (0.11) $ 0.02 $ (0.10) $ (0.31) $ (0.27) $ (0.37) $ (0.26) $ 0.00 
Avg. Sil. Val Rates -6% -5% 1 % -6% -19% -15% -17% -10% 0% 

Source for Space Data: Colliers International 



R&D MARKET 
Total Available 
Net Absorption 
Absorption Rate 
Building Base 
Vacancy Ratio 
New Space Added 

Lease Rates 
Change in Rates 

3 year Average Rates 
Lease Index 

OFFICE MARKET 
Total Available 
Net Absorption 
Absorption Rate 
Building Base 
Vacancy Ratio 
New Shell Added -_ .. 

Lease Rates 
Change 

3 year Average Rates 
Lease Index 

sq.ft. 
sq.ft. 

sq.ft. 

sq.ft. 

$ 

$ 

$ 

TABLE 9 
RENT FORECAST 

2007 2008 

24,673,194 21,466,629 
2,403,000 -1,240,000 

1.7% -0.9% 
139,417,744 139,481,850 

17.7% 15.4% 
-92,626 64,106 

$1.20 $1.24 

35.6% 3.4% 

1.11 $ 1.20 $ 

165 178 

2009 

25,082,670 
-3,616,041 

-2.6% 

139,507,267 
18.0% 

25,417 

$1.16 
-6.5% 

1.13 $ 
168 

2010 2011 2012 2013 

24,861,726 22,839,147 20,574,257 18,376,970 
270,944 2,072,579 2,314,890 2,247,286 

0.2% 1.5% 1.7% 1.6% 
139,557,267 139,607,267 139,657,267 139,707,267 

17.8% 16.4% 14.7% 13.2% 
50,000 50,000 50,000 50,000 

$1.00 $1.00 $1.07 $1.16 
-14.2% 0.4% 7.3% 8.4% 

1.08 $ 1.00 $ 1.04 $ 1.12 

160 148 154 166 

8,177,799I 10,409,0841 14,545,9091 15;207,2291 13;316,5051 11,122,89IT 9,513,7841 
1,412,833 (1,740,000) (2,546,094 , 338,680 2,590,724 2,893,613 2,809,108 

2.4% -3.0% -4.2% 0.6% 4.2% 4.6% 4.4% 

57,837,196 58,750,393 60,263,706 61,263,706 61,963,706 62,663,706 63,863,706 

14.1% 17.7% 24.1% 24.8% 21.5% 17.8% 14.9% 

0 913,197 1,513,313 1,000,000 _700,000 700,000 1,200,000 

2.60 $ 2.77 $ 2.55 $ 2.01 $ 1.94 $ 2.14 $ 2.45 

23.2% 6.6% -8.1% -21.0% -3.9% 10.7% 14.5% 

2.49 $ 2.64 $ 2.44 $ 2.28 $ 1.97 $ 2.04 $ 2.30 

188.5 199.5 184.7 172.3 149.2 154.0 173.6 



TABLE 10 
MAJOR PROJECTS 

PROJECTS EXPECTED TO BE ASSESSED FOR 2010-11 TO 2014-15 

Project Name/ 
Owner 

Oak Crest MHC/Charles Sylvia 
Cisco 
1st & Rosemary Family Hsg 
FRGFountains LLC 
Pacific Properties 
Brocade Mixed Use I 
360 Residences LLC 
Equinix Data Center 
Solopower 
Stryker Endoscopy 

Oracle 
Target Store 
Hunter/Storm Hotel 1 
Equinix Data Center 
River Park Towers II 

N. San Pedro Hsg. 
Essex 
Cadence Essex 
Brocade Mixed Use 2 

Building 
Type 

Residential 
R&D/Off 

Res-Rental 
Res-Rental 

Resid 
R&D/Off 

Res.-For Sale 
Data Center 

Mfg. 
R&D/Off 

pers prop 
Retail 
Hotel 

Data Center 
pers prop 

Res.-For Sale 
Res - Rental 
Res - Rental 

R&D/Off 

Year Square Ft/ 
Assessed Rms/Units 

2010-11 2.6 acres 
2010-11 116,000 
2010-11 2.79 acres 
2010-11 226 units 
2010-11 36 
2010-11 565,000 
2010-11 213 
2010-11 170,000 
2010-11 109,000 
2010-11 185,600 

Total 

2011-12 380,000 
2011-12 138,000 
2011-12 162 
2011-12 170,000 
2011-12 320,000 

Total 

2012-13 30 
2012-13 42 
2012-13 250 
2012-13 320,000 

Total 

Incremental 
Value 

13,033,183 
16,945,000 
6,083,059 
7,975,000 
11,338,000 

166,516,800 
69,446,156 
30,000,000 
40,000,000 
20,860,560 

392,398,794 

38,000,000 
20,700,000 
16,200,000 

115,000,000 
32,000,000 

221,900,000 

12,000,000 
18,750,000 
62,500,000 

168,000,000 

261,250,000 



Hunter/Storm Hotel 2 Hotel 2013-14 160 16,000,000 
Vista Montana 2 Res-Rental 2013-14 244 30,356,000 
Vista Montana 1 Res-Rental 2013-14 200 33,680,000 
Trammel Crow Residential Res-Rental 2013-14 182 37,666,000 
Hyundai Riverview Res - Rental 2013-14 200 37,902,534 
N. San Pedro Hsg. Resid 2013-14 125 50,000,000 
Fairfield Northpointe Res - Rental 2013-14 250 58,654,324 
Cadence Essex Res - Rental 2013-14 250 62,500,000 
Irvine Res. - Rental 2013-14 350 69,900,000 
Wyse Res - Rental 2013-14 400 100,000,000 
CIM -- Phase 2 Resid 2013-14 209 104,500,000 
Block 8 Office 2013-14 300 120,000,000 
2315 North First R&D/Office 2013-14 600,000 120,000,000 

Total 841,158,858 

Riding Group/Markovits Commercial 2014-15 56,000 5,478,626 
Vista Montana 4 Res-Rental 2014-15 254 19,779,525 
Fairfield Northpointe Res - Rental 2014-15 150 33,654,324 
N. San Pedro Hsg. Resid 2014-15 90 36,000,000 
Ebay R&D/Off 2014-15 500,000 43,582,675 
Cadence Essex Res - Rental 2014-15 250 62,500,000 
Vista Montana 3 Res-Rental 2014-15 300 63,270,000 
Irvine Res. - Rental 2014-15 350 69,900,000 
Wyse Res - Rental 2014-15 400 100,000,000 
150 Brokaw Office 2014-15 300,000 120,000,000 
2315 North First R&D/Office 2014-15 600,000 120,000,000 
Adobe Systems Office 2014-15 300,000 125,000,000 
Hitachi GS Residential 2014-15 500 191,666,667 

Total 990,831,816 

GRAND TOTAL 2,446,289,468 



TABLE 11 
R&D/INDUSTRIAL ASSESSED VALUE ANALYSIS 

SAN JOSE REDEVELOPMENT AGENCY 
($ in Millions) 

FY 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 
Economic Year Assessee 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Year Built or Sold 
1995 & Eartier 1,406 1,176 1,056 1,016 1,000 950 903 857 815 

1996 176 179 210 180 180 180 185 195 205 
1997 212 215 253 216 217 217 223 235 247 
1998 139 141 166 142 142 142 146 154 162 
1999 224 227 266 228 229 229 235 248 260 
2000 156 158 185 159 159 159 163 172 181 
2001 163 165 193 166 166 166 171 180 189 
2002 1,355 1,374 1,611 1,381 1,384 1,384 1,422 1,498 1,573 
2003 136 139 141 144 147 121 125 131 138 
2004 274 280 285 291 297 245 252 265 279 
2005 322 328 335 328 329 288 296 311 327 
2006 911 929 915 917 798 820 863 907 
2007 611 524 525 525 539 568 597 
2008 165 165 165 170 179 182 
2009 165 168 172 175 179 
2010 150 153 156 159 
2011 100 102 104 
2012 200 204 
2013 220 

Total 4,564 5,293 6,242 5,856 6,022 5,887 6,073 6,489 6,926 

Industrial Value Index 143 145 170 146 146 146 150 158 166 



TABLE 12 
OFFICE ASSESSED VALUE ANALYSIS 
SAN JOSE REDEVELOPMENT AGENCY 

($ in Millions) 

FY 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 
Economic Year Assessed 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Year Built or Sold 
1995 573 502 341 324 320 304 289 274 261 
1996 392 399 407 416 424 432 441 450 459 
1997 47 48 49 50 51 52 53 54 55 
1998 178 247 247 259 241 228 228 228 228 
1999 93 129 129 135 126 119 119 119 119 
2000 83 116 116 122 113 107 107 107 107 
2001 52 72 72 76 70 67 67 67 67 
2002 87 122 124 127 121 115 115 115 115 
2003 420 429 437 446 455 464 473 483 492 
2004 213 217 222 226 231 235 240 245 250 
2005 467 476 486 495 505 516 526 536 547 
2006 357 357 374 382 390 397 405 413 
2007 586 614 571 541 541 541 552 
2008 75 70 66 66 66 66 
2009 185 175 175 175 175 
2010 100 100 100 100 
2011 200 204 208 
2012 200 204 
2013 300 

Total 2,605 3,115 3,574 3,739 3,865 3,911 4,138 4,370 4,419 

Office Value Index 140 195 195 204 190 180 180 180 180 



TABLE 13 
OTHER ASSESSED VALUE ANALYSIS 

SAN JOSE REDEVELOPMENT AGENCY 
($ in Millions) 

FY 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 
Economic Year Assessee 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Commercial 1,168 1,292 1,188 1,527 1,500 1,500 1,500 1,575 1,654 

Residential 2,084 2,321 2,528 2,889 3,080 3,180 3,539 4,216 5,027 

Vacant land 535 712 616 630 500 500 500 550 550 


