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BOMA PAC/Board of Directors Endorses Gavin Newsom for Mayor 
The phenomenal success of the Care Not Cash ballot measure in the November 5th election brought much recognition to San 
Francisco Supervisor Gavin Newsom, and created tremendous positive feelings for him from the business community, fed up with the 
inability of the City’s leadership to find a workable solution to the growing problem of homelessness.  The Care Not Cash initiative 
won’t solve homelessness, but it will address one key facet: it will re-direct the cash given to those on General Assistance toward 
services and housing, rather than allow that money to be misused by chronic drug and alcohol abusers. This is one example of how 
Gavin Newsom would like to improve the city’s quality of life. As a city Supervisor, Gavin Newsom has been stellar in his defense of 
business from new or higher taxes. He opposed the recent attempt by the Board of Supervisors to double the property transfer tax, to 
re-instate a gross receipts tax on commercial real estate income, and to expand the city’s payroll tax categories. He has voted to limit 
the city’s expenditures on labor contracts, has pushed city departments to provide more customer service to its citizens, and was a key 
sponsor of legislation that eventually reformed the city’s transit service.  Newsom is seeking the support of all BOMA members, and 
in particular, would like to come to any BOMA office building for an informal morning coffee or afternoon reception over the next 
six months to personally share his vision of our city’s future with as many downtown workers as possible. Contact the Newsom for 
Mayor campaign office at 415-642-2340 to arrange such an event. Send donations (maximum of $500 per legal entity or person) to 
Newsom for Mayor, 4104 24th Street, #766, SF 94114. (FPPC ID #1250905) 
 
City Treasurer and Controller Discuss City Budget Crisis with BOMA 
Susan Leal, City Treasurer, and Ed Harrington, City Controller met with the BOMA Government and Public Affairs Committee on 
January 14, 2003, to lay out the city’s budget woes. John Crapo, with the San Francisco Center for Economic Development, also 
attended to shed light on the future economic prospects for the city from a private sector viewpoint.  
 
The bad news is the city is potentially facing a $325 million deficit for its next budget year and has been experiencing declining tax 
revenues for several years. Both sales and the hotel/visitor taxes are way down. Proposition 218 also prohibits localities from enacting 
their own tax assessment measures, so there are few options for new revenues. The city’s political leaders have no clear idea at 
present regarding how the city will cope with the reduced state and local revenues while not reducing critical services. The biggest 
local expense in the city budget is for city employee salaries (40-50% of revenues), followed by health care costs (20% of total, or 
approximately $1 billion/year). The third largest expense of city government is for MUNI, the local public transportation system.  
 
City workers may face no salary increases this year, and may be asked to give back certain former gains, or face lay offs, according to 
Treasurer Leal. Closing fire stations, health care clinics, and even City Hall during the Christmas/New Year’s week may be future 
budget cut considerations, opined Controller Harrington. More contracting out will not be considered as the city charter generally 
does not allow this to happen. City departments have already been requested to reduce their expenses by 7% this year, with the 
exception of the police and fire departments.  
 
Susan Leal stated the good news was the City’s investment portfolio has done well, despite a down economy, and has realized an $89 
million return this year on $2.8 billion in assets. The city’s collection efforts have dramatically improved under her leadership of the 



Treasurer’s office by 40% in just the last 2 years. The parking tax income (approximately $50 million/year) has stayed flat, despite the 
bad economy, fewer vehicles and lower current parking rates, because of better, more aggressive collection techniques by her 
department.  
 
Leal also called on BOMA to help the city in its efforts to boost the local economy through the recent establishment of a new website 
www.sfbizinfo.com, which is a collaboration between the Mayor’s Office of Economic Development, her office, the Chamber’s 
Center for Economic Development. She asked we promote this site to our members, and provide information on office space 
availability, etc. to it.  There is also a phone number to call: 1-888-800-8000. New businesses wishing to move to San Francisco or 
expand their facilities in San Francisco are assigned a “caseworker” to expedite information requests coming from them.  
 
John Crapo, the Director of Economic Development and Research for the San Francisco Center for Economic Development, said the 
his organization, in consultation with the Mayor’s office, has started producing quarterly reports on the city’s economy (see story 
below), and will integrate our resources to maximize future opportunities. More public/private partnerships will be established to 
systematically gather real time data and create indexes on retails sales, tourism income, real estate transactions, and other factors 
affecting the local economy. The Center will also create a “best practices and recommendations” for economic development in San 
Francisco. Crapo believes the private sector needs to be ambassadors for the city and promote it whenever possible. He hopes to grow 
the biotech sector specifically, citing that of the 800 biotech firms in the Bay Area, only 2 are in San Francisco. “We need a long term 
plan,” he said, “that will incorporate an analysis of cluster development (i.e. spin-off businesses) within specific business sectors such 
as biotech, tourism, or renewable energy, to enhance our ability to attract these new business types to our city.”   
 
San Francisco Economy in Major Recession 
A report from the San Francisco Center for Economic Development in December 2002 stated what everyone already knew: the City 
(and the Bay Area) continues to suffer from an “economic cold” most other states and the rest of California are recovering from. The 
key reason is our over-dependence on two industries: high tech and tourism. San Francisco’s unemployment stood at 6.4 per cent at 
the end of the year, up from 5.9 at the end of 2001. Vacancies in office space continue to hover at 20%, up from historic lows in 2000 
of less than 2%.  Rents have dropped to approximately $28.00 a square foot for Class A space. Hotel occupancies have been down 
dramatically, averaging 62-65%, a 20 year low. Room rates have dropped to pre-1996 levels. ($145/night) Conventions business is 
still brisk, but the business travel sector is dismal. The downturn in the stock market also significantly impacted the city’s local 
financial, real estate and insurance businesses. On top of this, medical, worker compensation, and liability insurance rates have 
skyrocketed. Long term, these insurance rate hikes pose a serious threat to new and growing businesses in the area. Local labor unions 
also consider healthcare coverage costs their #1 issue for contract negotiations in 2003. The Center predicted at best, San Francisco 
and the Bay Area will only realize a 2-3 per cent growth for the year. 2004 is expected to be better. Ironically, the latest Kiplinger 
California Letter 
reported a new survey conducted by the Boyd Company of the most expensive cities for corporate headquarters and guess what, San 
Jose ranked #1, and San Francisco ranked #2 nationally! Next in order: #3 New York, #4 Los Angeles, #5 Stamford, CT area, #6 
Philadelphia, #7 Chicago, #8 Boston, #9 Fairfax County, Northern Virginia, #10 Orange County, CA. Cheapest cities for corporate 
HQs: Greensboro, NC, San Antonio, TX, and Richmond, VA.  
 
What’s Up Matt? 
New San Francisco Board of Supervisors President Matt Gonzalez has an ambitious progressive agenda for the City following his 6-5 
selection as its leader on January 8th. Dealing with a potential $300 million deficit will be at the top of the list, and he blames the 
business community for the need to now increase fees and pass new taxes. Gonzalez stated in the January 15, 2003 edition of the Bay 
Guardian that “we wouldn’t have to be doing this [raising fees and taxes] if Prop L, the proposition to raise property transfer taxes, 
had passed. It was the mayor’s community [read: downtown businesses and property owners] who went out and spent all that 
money…to defeat it.” Gonzalez is also convinced San Francisco should have its own minimum wage law, as the current state 
minimum wage of $6.75 an hour is something he thinks is way too low in these tough economic times. The Board Prez will continue 
to push for public power, believing it has the potential to be the largest source of new revenue for our cash-strapped city and has 
stated he wants to build “issue-based coalitions” to get his legislative agenda passed. BOMA hopes this desire will always include the 
business and real estate communities whenever the issue at hand stands to impact us.   
 
Split Roll Taxes in Your Future? 
A senate bill (SBX1, Senator Escutia) has been introduced in the state legislature that would allow a change in how non-residential 
commercial industrial (NCI) properties are defined as having undergone a change in ownership for the purposes of re-assessment. The 
bill only needs a majority vote to pass. This bill would, pursuant to legislative findings and declarations, state the intent of the 
Legislature “to enact a program to specify those circumstances under which nonresidential commercial and industrial property 
undergoes a change in ownership, to ensure that all real property is assessed at fair market value when that real property undergoes a 
change in ownership”. If the legislators pass SBX1, it could be the first step toward an attempt to permanently revise Prop 13 to 
change the way commercial and residential assessments are treated. Fortunately, a change in Prop 13 would need approval by 
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statewide ballot, and could not be placed before the voters sooner than November 2004. For a copy of the legislation, check out the 
Legislature’s website at: www.leginfo.ca.gov.  
 
2002 Title 24 Energy Code Changes Being Considered Will Affect Commercial Real Estate  
According to Michael Day, an energy consultant, there are significant proposed changes to the state building code that pertain to 
energy. Some of these proposals will impact commercial office buildings. Here is what he said: 
Time Dependent Valuation (TDV) - Changes the way Energy is modeled, central to all other CEC items. For the first time moves 
away from the straight line measurement of source energy.  
Improve existing- A residential standard (but also Multi-Family), allows T-24 to extend to existing structures. Previously, Title 24 
only extended to new construction. 
Verification- Requires a third party inspector to verify all HVAC installations. This is in ADDITION to whatever start-up, test and 
balance is in the Mechanical contract. Best guess is that this will add ~$250/ton to the cost of replacement air, about a 20% increase. 
Water heater- Again, a Multi-family issue. Would make new Multi-family more expensive by increasing T-24 stringency. 
R-8. Increases duct insulation to a mandatory R-8 level. May add 10-20% to cost of HVAC retrofit work. 
Lighting- ANY interior lighting changes means that entire building must also upgrade to high efficiency. Separate measure seeks to 
eliminate Exterior building illumination in new buildings and phase it out in existing. 
VAV- Seeks to mandate use of substantially more expensive fan motors in HVAC systems, even on replacement projects. 
T-bar- Seeks to outlaw lay in insulation above T-bar ceilings, including on remodels. Alternatives are both more expensive and 
difficult. 
 
City Parking Policy Revisited by Planning Department 
Amit Ghosh, the Deputy Director for City Planning made a presentation recently at a Planning Commission meeting, and suggested 
the department make changes to its planning code to discourage the building of parking garages and emphasize the use of public 
transportation, as suggested in the city’s general plan and downtown plans. Specifically aimed at new residential construction, Mr. 
Ghosh proposed that in areas of the city well-served by public transit, builders not be required to include at least one parking space 
per unit, as is currently required. Mr. Ghosh stated that the Downtown Plan goal (written 20 years ago) was 30% of the commuters 
would travel by car, and 70% by mass transit by 2000. The reality (1999 figures) is only 37% take public transportation, while 48% 
drive downtown as single occupant vehicles. The balance carpool or walk or ride bicycles, motorcycles, or scooters. In the Bay Area 
as a whole, 66% drive to work and only 14% take public transportation. Opposition to this planning code change will come from 
lenders, who don’t think units built without parking are very “saleable” and from neighbors, who worry about the impact of more cars 
seeking limited street parking. BOMA will continue to monitor any changes in the parking policies that could affect existing or new 
commercial developments. 
 
Department of Building Inspection January 2003 Update 
At the January 16th meeting of the Public Advisory Committee, Director Frank Chiu updated the attendees, which included BOMA 
Building Codes Task Force members, on several issues.  
 
First, he reported the Path of Travel Certification permit is being implemented, with 1 California Street being the first building to 
submit for it. This permit will allow the common areas to be certified ONCE for a period of three years for disabled access, and that 
permit will then be attached to all OTI permits for tenant work making the process of pulling permits much simpler and faster. Ron 
Tom is in charge of this special permit. He can be reached directly at 415-558-6198.  
 
Second, the Attorney General’s office recently has contacted the DBI and asked for a list of all the disabled access complaints 
received and their resolution by the Department for the past several years. Frank Chiu has created a special team of 8 people to 
comply with this request. The director stated that approximately 90% of all complaints his department has received have been found 
to be valid, and in need of correction. There are 170 cases currently pending action. The department is interested in the idea of the 
design community creating a graphical standard for easier compliance with disabled access codes. This graphical standard, if created, 
would have statewide usefulness, as the CA Attorney General’s office was reported to have recently also sent the state architectural 
licensing board a letter demanding the state’s architects improve their design standards for disabled access code compliance.  
 
Third, the Un-reinforced Masonry Building issue has not been completely laid to rest. To date, 2,014 buildings have been categorized 
based on their danger levels, with 1,232 having been upgraded/approved. The rest have permits pending. Only 203 buildings have not 
submitted anything, and are in danger of being cited by the City. To get more information on the status of a UMB, contact Yan Yan 
Chew at the building department at 558-6101.  
 
Fourth, the Department of Building Inspection is now accepting credit card payments for permits up to $10,000, but cannot do it over 
the phone. BOMA requested that amount be raised to 15K if possible.  
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Fifth, the Department of the Environment is considering a new permit requirement for construction and debris recycling on all jobs of 
$250K or greater. BOMA reps stated they are working to create a better method of documenting the recycling of construction debris 
without the creation of a new permit, and requested the building department to support this alternative.  
 
Lastly, there was a discussion of possible state legislation affecting disabled access that would allow property owners more time for 
compliance with disabled access codes.  The time extension before legal action can be initiated against the owner is particularly 
important to small businesses. Director Chiu said the Department of Building Inspection will continue to enforce Title 24 access code 
requirements and demand immediate correction within their Notice of Violation procedures. The Department will not take a position 
on this legislation.   
 
New Withholding On Real Estate Sales By State Franchise Tax Board 
The California Legislature and Gov. Davis have imposed strict new withholding requirements on all individuals, including residents, 
who sell California real property (with very limited exceptions). The withholding requirement is another legislative attempt is to raise 
revenue before July 1, 2003, to make up for the budget shortfall.  

Beginning January 1, 2003, escrow companies must withhold 3-1/3 percent of the sales price of any real estate sold that is over 
$100,000, not a personal residence, and not a 1031 exchange, 1033 involuntary conversion or a foreclosure. The only exception to the 
withholding requirement is if the seller signs under penalty of perjury that there is a loss on the sale. This means that even if there is 
just $1 of gain on a sales price of $400,000 (for example), the escrow company must withhold $13,332 and remit it to the FTB within 
20 days following the close of escrow. Unlike current law for nonresident real estate withholding, the FTB cannot allow a reduced 
amount of withholding based on the true gain (R&TC §18662, as amended by AB 2065, Ch. 02-488). 

 

Draft LEEDS Rating System for Existing Buildings Released  

Recently, a draft rating system was released by the U.S. Green Buildings Council specifying improvements in codes for existing 
buildings to make them more environmentally “compatible” with their surroundings. Here are the areas it addresses:  

• whole-building cleaning and maintenance issues including chemical use  

• ongoing indoor air quality  

• energy efficiency  

• water efficiency  

• recycling programs and facilities  

• exterior maintenance programs, and  

• systems upgrades to meet green building energy, water, IAQ, and lighting performance standards  

More About LEED-EB & Contact Information 
LEED-EB is designed to complement the LEED Green Building Rating System, Version 2.0 for new construction and major 
renovations. The LEED-EB Rating System is part of a comprehensive suite of LEED assessment tools under development by the 
USGBC to promote sustainable design, construction, and operations practices in buildings nationwide. LEED-EB is applicable to 
existing buildings that are seeking LEED Certification for the first time as well as projects previously certified under LEED standards 
for new construction. LEED-EB provides the opportunity for building owners and operators to meet their sustainable operations goals 
and to reduce the impacts of their buildings on the environment and occupant health over their entire life cycle.  
In preparation for the public launch of LEED-EB, the USGBC is currently conducting a pilot test of rating criteria on a select sample 
of projects. Further information on the pilot program is available through the links at the top of the page, or by contacting the LEED-
EB Committee Co-Chair, Michael Arny by email at leed-eb@usgbc.org or by telephone at 608-280-0255. 
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