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s the Orange County commercial real estate market continues to regroup in the
wake of the recession, there are still significant unanswered questions and

concerns. The Orange County Business Journal has asked some of the community’s top
experts in the field to share their insights, concerns and predictions for the commercial
real estate industry today.
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Burkhalter Kessler Clement & George LLP
Burkhalter Kessler Clement & George LLP (BKCG) offers experienced legal counsel and
strategic representation to small and medium-size businesses and high net worth individuals
throughout Southern California. Core practice areas include business litigation and transactions,
employment litigation defense, real estate law and litigation, investment litigation, auto
dealership law and estate planning.

Dorsey & Whitney LLP
Clients have relied on Dorsey since 1912 as a valued business partner. With 18 locations in the
United States, Canada, Europe and Asia, Dorsey provides an integrated, proactive approach to
its clients’ legal and business needs. Dorsey represents a number of the world’s most successful
companies from a wide range of industries, including leaders in the real estate, financial
services, life sciences, technology, agribusiness and energy sectors, as well as major nonprofit
and government entities. For more information, please visit www.dorsey.com.

Farmers & Merchants Bank
Founded in Long Beach in 1907 by C.J. Walker, Farmers & Merchants Bank has over $5B in
assets and 23 branches across Orange County, Long Beach and the South Bay. The Bank
specializes in commercial and small business banking, business loan programs, home loans,
and a robust offering of consumer retail banking products including checking, savings and youth
accounts. Led by Chairman and CEO Daniel Walker and his brother, President W. Henry Walker,
the bank has a well-recognized reputation for prudent financial decision-making and embraces a
philosophy that all bank activities should also yield a strong community benefit. With four
generations of family-owned and operated service, stability and values, F&M has garnered
consistent year-over-year profitability in its 107-year history and is ranked within the top 2
percent of the country’s 6,000+ banks. Farmers & Merchants Bank is a California state chartered
bank with deposits insured by the Federal Deposit Insurance Corporation (Member FDIC) and
an Equal Housing Lender. For more information about F&M, visit the website, www.fmb.com.

Pacific Premier Bank
Pacific Premier Bank is the primary operating subsidiary of Pacific Premier Bancorp Inc., a $1.9
billion bank holding company headquartered in Irvine, Calif. Pacific Premier is a business bank
primarily focused on serving small and middle market businesses throughout Southern
California.  Pacific Premier offers a wide range of deposit, loan and cash management products
to meet the needs of a diverse range of businesses. In addition to serving the needs of Southern
California businesses, Pacific Premier also provides customized credit, cash management and
electronic banking services nationwide for HOA management companies, quick service
restaurant franchisees and SBA loans to small business owners. The bank is rated a Super
Premier Performing Bank by the Findley Reports, and designated “Superior” by BauerFinancial.

Sabal Financial Group LP
Sabal Financial Group LP is an international diversified financial services firm specializing in real
estate, banking and lending, headquartered in Newport Beach, Calif. The firm’s flagship Principal
Investments business has established a strong foothold in the distressed debt arena, bringing
nearly $7.4 billion in real estate and land assets under management since the firm’s inception in
2009. The Sabal Financial platform also operates a number of complementary businesses,
including Real Estate Capital, Advisory Solutions and Sabal Europe. For more information, visit
www.sabalfin.com.

Stuart Kane LLP
Stuart Kane is committed to delivering the highest caliber of legal representation in the areas of
real estate, employment and litigation. We offer big-firm expertise, but with more personalized
service, and at boutique law firm rates. The real estate attorneys at Stuart Kane have a depth of
experience and wealth of knowledge to efficiently counsel clients on real property matters. They
serve not only the real estate development and investment community, but also handle real
estate transactions for entrepreneurial and traditional business clients. Stuart Kane routinely
represents clients involved in real estate transactions, development, investment, real estate
finance, environmental, corporate real estate and litigation. More information can be found at
www.stuartkane.com.
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The real estate industry is
doing great. How long this
will last depends on the
interest rates and
whether/when we will see an
increase in rates. However,
currently, development,
purchase and sale, as well as
leasing are all up.

– Michael Tenerelli
Partner & Southern California

Office Head
Dorsey & Whitney LLP

“

”

u With the economy improving, do
you see the real estate industry
following suit? Are there
significant differences between the
retail, industrial and office
sectors?

Steve Gardner, Pacific Premier Bank:
Commercial real estate values were not
impacted to the extent that residential real
estate was in the Great Recession.
Beginning in 2012, we saw residential real
estate begin to contribute to overall
economic activity and that has continued,
but at a more sustainable pace. Commercial
real estate has been a net positive to the
economy since 2010 as investors and owner
operators have benefited from the
historically low interest rates. The Orange
County market for retail, industrial and office
have all trended positively, but at a different
growth rates. OC is a moderately large
suburban office market where vacancy has
ticked up slightly in the first quarter to 15.7
percent with rental rates up to $1.97 psf.
Construction is returning to the office market
and cranes are in the air. The OC industrial
market remains strong with net absorption
continuing at a good pace. Industrial rental
rates are up 4.8 percent to $0.65 per square
foot in the first quarter. No material new
industrial construction is active, but several
projects are on line. Retail vacancy in OC
dropped to 5.6 percent in the first quarter
and rental rates are rising modestly. Roughly
625,000 square feet of retail is now under
construction.

Michael Tenerelli, Dorsey & Whitney
LLP: Currently, the real estate industry is
doing great. How long this will last depends
on the interest rates and whether/when we
will see an increase in rates. However,
currently, development, purchase and sale,
as well as leasing are all up. As far as
differences, we are seeing more combined
retail/residential projects. In addition, with
the office sector, we are seeing more
efficient use of space.

W. Henry Walker, F&M Bank: Yes, now
that the economy is improving, real estate
is following suit — if not serving as a
leading indicator. In the retail sector,
community merchants are continuing to
enjoy access to credit from both traditional

sources like commercial banks and also
non-institutional lenders that provide
supplementary or short-term financing
options. The industrial sector is still
favorable throughout Orange County,
particularly with supply trends. Finally, the
office sector is absorbing available space
and stabilizing, while, at the same time,
paying attention to the impact of M&A
activity. Across the board, permit activity is
still attractive to owners/developers.

Pat Jackson, Sabal Financial Group
LP: Generally speaking, the real estate
recovery is occurring in parallel to the
overall economic recovery. However, when
you consider the different product types,
they are not all in the same stage of
recovery. Each commercial sector is
influenced by its own set of variables. For
example, retail is influenced by consumer
behavior, office by employment factors, and
industrial by distribution and manufacturing
processes and needs.

u What is the state of the
commercial real estate lending
environment?

Bruce Stuart, Stuart Kane LLP: As a
general rule, institutional lenders, such as
insurance companies, have remained
active over the last several years while
being very selective in their underwriting. If
you have a low loan-to-value property and
have good debt service coverage, there
have been, and continue to be, traditional
lending sources available for permanent
financing. Also, the CMBS (commercial
mortgage-backed security) market has
continually been improving and providing
alternatives in the permanent lending
market. However, if your property is highly
leveraged and/or does not have a good
debt service coverage ratio, your choices
may be more limited or in some cases non-
existent.
Construction lending still continues to be

more limited. In part, this is due to the lack
of many new development projects, but
also the result of more conservative
underwriting standards regularly being used
by commercial banks. Improvement in this
sector has been very gradual and this trend
is likely to persist.

continued on page B-44

COMMERCIALREAL ESTATEROUNDTABLE

COMM-Guide_Layout 1  9/11/14  7:04 PM  Page 42



SEPTEMBER 15, 2014                                                                                                      COMMERCIAL REAL ESTATE ROUNDTABLE Advertising Supplement ORANGE COUNTY BUSINESS JOURNAL B-43

COMM-Guide_Layout 1  9/11/14  7:05 PM  Page 43

http://www.sabalfin.com/termlending


B-44 ORANGE COUNTY BUSINESS JOURNAL                                                               COMMERCIAL REAL ESTATE ROUNDTABLE Advertising Supplement SEPTEMBER 15, 2014

continued on page B-46

Daniel J. Kessler, Burkhalter Kessler
Clement & George LLP: Very good. With
interest rates at or near historically low
levels for SBA loans and with a wealth of
commercial-backed mortgage securities
loans and private equity money available,
commercial buyers have a plethora of
current loan options. Lenders are
increasingly willing to lend to qualified
buyers, which they were not during the last
recession.

Pat Jackson, Sabal Financial Group
LP: The commercial real estate lending
environment has become more active —
with increased activity coming from both
banks and non-bank capital sources alike.
The flood of activity has increased
competition; however, there are still
pockets in the marketplace that are less
served. One of these is the small balance
commercial debt arena, which is not as
popular among lenders as mid- and large-
balance opportunities. Sabal Financial
Group recently launched a Term Lending
business serving this sector and it
complements our other businesses, many
of which are also involved with small
balance assets. We have combined a
technology-rich platform with our real
estate and finance specializations to create
an efficient and effective way to bring deals
access to capital.

Steve Gardner, Pacific Premier Bank:
In a couple of words, fierce competition.
There is an abundant supply of capital
available for high-quality properties and at
all levels of the capital stack. Lending
options in the market are plentiful, ranging
from traditional banks, private equity,
institutional investors, conduits and
insurance companies. Borrowers definitely
have many choices, even those with
harder-to-finance real estate properties
with modest economics. Many lenders are
chasing growth and are becoming more
aggressive on pricing and structure as they
seek to put excess liquidity to work. Banks
have not forgotten the lessons of the recent
past, but the pressure of generating good
loans is mounting for commercial lenders.

u What are the trends on interest
rates and availability of capital in
the industry? What are your

thoughts on today’s capital markets
in terms of opportunities and
challenges?

Pat Jackson, Sabal Financial Group LP:
Sabal Financial has always sought
opportunities as both an investor and as a
lender in the underserved niches of real
estate, where we believe many opportunities
lie. That said, there has been a significant
increase in the amount of capital available
today in the real estate marketplace. Our
concern is that increased capital availability
leads to increased activity among less
disciplined investors, who may not base
investment decisions on real estate
fundamentals. This leads to unnecessary risk
in our ongoing recovery.

u There has been discussion of
concerns with inflation. How might
this possibility impact the real
estate market and interest rates?

Bruce Stuart, Stuart Kane LLP: Generally,
if there was a significant increase in inflation,
interest rates would likely rise as well. An
increase in borrowing costs would impact
both new development projects and the
profitability of existing projects. Typically, with
an increase in inflation, cap rates for
properties would also increase to reflect the
need for increased returns. This would
negatively affect values, unless your property
has the ability to reset its rents to correspond
to the changes in the value of the dollar.
Therefore, having the ability to adjust your
rents frequently in such a circumstance would
be critical.

u Over the next five years, what are
the most important commercial real
estate trends that will impact
Orange County (e.g. industry
growth/fluctuations, lending
practices, etc.)?

Daniel J. Kessler, Burkhalter Kessler
Clement & George LLP: The last 6-12
months have seen considerable market
absorption of vacant industrial space in
Orange County driven by business sectors
such as import-export and warehousing and
distribution. In addition, a more favorable
economic climate has resulted in a sharp

COMMERCIALREAL ESTATEROUNDTABLE

The commercial real estate
lending environment has
become more active -- with
increased activity coming
from both banks and non-
bank capital sources alike.
The flood of activity has
increased competition;
however, there are still
pockets in the marketplace
that are less served.

– Pat Jackson
Chief Executive Officer and Founder

Sabal Financial Group LP

“

”
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Prospective buyers or sellers
should look for brokers with
solid commercial property
leasing and/or sales experience
in the relevant geographical area
and building sector. Many
predominantly residential
brokers dabble in commercial
real estate, but very, very few
are truly competent to do so.

— Daniel J. Kessler

Litigation Partner

Burkhalter Kessler Clement & George LLP

“

”

recent increase in start-up retail businesses
which is pushing up demand for retail space,
especially in prime shopping center
locations. These two trends presage an
ongoing uptick in market rents in Orange
County in the industrial and retail sectors,
which may well climb back towards their pre-
2007 peaks over the next several years.

W. Henry Walker, F&M Bank: M&A
activity, industry growth and lending
practices will be important and will also be
key indicators on whether or not companies
gauge Orange County as the right
competitive landscape for their corporate
headquarters. Orange County is a prominent
and attractive area for corporations. 
The diversity of available credit is growing

as small local, regional or national banks are
rushing to lend in the county generating a
strong interest in financing commercial
properties. This trend will not change in the
foreseeable future and is clearly an
advantage for borrowers. With this
availability in credit and offer prices near all-
time highs, even the most long-term/legacy
property holders are being compelled to
consider selling their properties.

u How has the recent M&A activity
in the Southern California banking
industry impacted a commercial
real estate investor?

W. Henry Walker, F&M Bank: We see no
measurable impact in regards to M&A
activity in Southern California banking for
real estate investors. For every player that
gets absorbed into another bank, another
arises, joins the market or expands their
lending activity and options for investors.
This trend is especially true in Orange
County as the county is experiencing
preferred lending options for investors. In
terms of specific categories of growth, we
see professional service category growth, as
well as significant increases in medical,
technology and commercial real estate
industries. In fact, Orange County has
proven to be a bellwether of positive growth
both in California, as well as national real
estate markets.

Pat Jackson, Sabal Financial Group LP:
The consolidation in banking is a byproduct
of the financial crisis, which also caused

many banks to forego or reduce their lending
activity to commercial real estate investors.
As a result, banks faced, and continue to
face, increased regulation and capital
requirements, which make it more difficult for
them to lend. Because of this slowdown in
bank lending activity, non-bank capital
providers filled the void, serving commercial
investors. These lenders now represent a
significant source for investment capital
even as banks re-enter the space.

uWhat should a prospective
buyer or seller of commercial
property look for in a broker? What
should a client expect from its
broker, and what protections does
the client have?

Michael Tenerelli, Dorsey & Whitney
LLP: The short answer is that a buyer of
commercial property should look for a broker
who exclusively or primarily represents
buyers of commercial property, while a seller
should look for a broker who exclusively or
primarily represents sellers of commercial
property. Going a step further, the broker
should have a familiarity with the area in
which the buyer is looking or the seller owns.
Whether a buyer or a seller, a face-to-face
meeting with the broker is essential to get a
good feeling of who you will be working with
and understand the working relationship.
The parties should have a clear
understanding of the parameters of the
proposed transaction — size, price, location
(if a buyer), use, needed improvements, etc.
The best way to protect all parties — both
broker and client — is to memorialize in
writing the parameters reached between the
parties, who will do what in the due diligence
process, such as permitted use,
governmental restraints/regulations,
association restrictions, etc. Stay involved
and confirm matters in writing.

Daniel J. Kessler, Burkhalter Kessler
Clement & George LLP: First and foremost,
prospective buyers or sellers should look for
brokers with solid commercial property
leasing and/or sales experience in the
relevant geographical area and building
sector. Many predominantly residential
brokers dabble in commercial real estate,
but very, very few are truly competent to do

continued on page B-48

COMMERCIALREAL ESTATEROUNDTABLE

COMM-Guide_Layout 1  9/11/14  7:06 PM  Page 46



SEPTEMBER 15, 2014                                                                                                      COMMERCIAL REAL ESTATE ROUNDTABLE Advertising Supplement ORANGE COUNTY BUSINESS JOURNAL B-47

COMM-Guide_Layout 1  9/11/14  7:06 PM  Page 47

http://www.ppbi.com


B-48 ORANGE COUNTY BUSINESS JOURNAL                                                               COMMERCIAL REAL ESTATE ROUNDTABLE Advertising Supplement SEPTEMBER 15, 2014

so. Second, brokers’ local market
experience, which is increasingly important
as local and municipal code issues such as
parking study requirements and moratoria
on certain land and building uses make
consummating transactions more difficult. A
broker who is very familiar with these
varying local requirements upfront can
anticipate potential problems and help the
parties achieve a much smoother
transaction. A client should expect his or her
broker to have the ability and willingness to
tell them that a proposed deal does not
make sense, or has too many potential
pitfalls associated with it. Coupled with the
ability to negotiate the best possible deal for
his or her client, which can be a very sticky
issue in the context of a possible dual
agency where the same broker is
representing both buyer and seller or
landlord and tenant. The principal can often
negotiate upfront the protection of being
able to terminate an exclusive listing or
agency relationship if the broker does not
perform adequately.

W. Henry Walker, F&M Bank: It is
important for buyers and sellers to identify
brokers who are not focused on one or two
particular types of transactions, but will also
consider offers more holistically with a long-
term investment approach and develop
personal relationships. The financial crisis
taught us that most deals are not just about
the transaction; people would be wise to
look for local brokers who have deep
connections within the market and as such,
have a stronger connection to the market’s
success.

u Where, along the typical
progression of a commercial real
estate transaction, do you see the
primary areas where problems
most commonly arise?

Daniel J. Kessler, Burkhalter Kessler
Clement & George LLP: Financing.
Problems with buyer or tenant
creditworthiness/financial solidity can derail
any commercial real estate transaction and
prove to be fatal. Qualifying prospective
tenants or buyers early in the transaction
process can avoid much wasted time and
tying up properties in transactions that will
never be able to be closed. In addition,

environmental problems continue to cause
many problems in commercial property sales
transactions.

W. Henry Walker, F&M Bank: Considering
what we are seeing with increasing risk
tolerance in the market, spikes in demand,
historically high property offers and rising
availability of credit, responsible banks
should be careful to shy away from financing
inflated property valuations. If not, an issue
could arise if borrowers have access to too
much credit for unsustainable property
valuations. Lenders need to be vigilant and
engage in high valuation real estate loans
only where borrowers have significant equity
in the property and can cover their debt
service, taxes and broker fees, regardless of
tenancy and market fluctuations.

Michael Tenerelli, Dorsey & Whitney
LLP: Should a problem arise, the primary
areas are in disclosure and due diligence. If
an issue arises, the first question generally
asked is, “Did the seller have knowledge and
fail to disclose or has the seller presented all
documents in a timely manner for buyer to
review?” This is where the representations
and warranties asked for and given become
extremely important in the transaction.

u How has technology changed
the face of the commercial lending
marketplace today?

Pat Jackson, Sabal Financial Group LP:
Surprisingly, many real estate lenders have
not employed technology effectively to better
their operations. Technology may be utilized
in unique ways to create speed and efficiency
in the lending process, as well as to enhance
transparency between lender and borrower.
Sabal Financial has always utilized and
prioritized technology in our business. In the
case of finance, we believe that technology
has the potential to improve industry lending
operation standards. In June, we launched
our newest business program, Commercial
Real Estate (CRE) Term Lending, which is
driven by our proprietary online technology
platform, SNAP™, the Secure Next-Gen
Application Process. SNAP™ standardizes
the loan process and creates efficiencies,
while putting information at brokers’ fingertips.
Because it is built on a Web-accessible

Responsible banks should be
careful to shy away from
financing inflated property
valuations. If not, an issue
could arise if borrowers have
access to too much credit for
unsustainable property
valuations.

– W. Henry Walker
President
F&M Bank

“

”
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tempered by the overhang of potential lender
liability issues.

uWith transactions increasing,
both in volume and the speed in
which deals are done, what are the
best ways to document commercial
real estate transactions? Are
industry-approved forms
adequate?

Michael Tenerelli, Dorsey & Whitney
LLP: Each transaction is unique. While there
may be certain “common” traits to each
transaction, due to today’s sophistication with
buyer and seller and the current lending
requirements, each transaction must be dealt
with in greater detail. This is not to say that
the approved forms are inadequate. The
forms can be a great starting point, but each
transaction must be separately documented.
There is no “cookie cutter.” So, it goes
without saying that not only the best way, but
the required way, is to document the
transaction in writing — whether one starts
from fresh or utilizes the approved forms and
adds an addendum/amendment to the form.

Steve Gardner, Pacific Premier Bank:
From a lending perspective, local OC
community banks have used standardized
documents for years which offer several
advantages over larger banks and other
lenders. Community banks can deliver loan
documents more quickly, cost-effectively and
consistently. Borrowers can review the
standard legal language once and
subsequent transactions become even
quicker, start to finish. Outside legal fees are
substantially reduced and transaction
expedited. By general convention, this type
of documentation has become commonplace
in the marketplace.

Bruce Stuart, Stuart Kane LLP: Industry
forms that are typically used, such as the AIR
industrial lease, can expedite certain
negotiations. Often times, psychologically,
the parties involved seem more comfortable
with a preprinted form. However, it is a
standard form and one size does not fit all. It
is important to be certain that in taking any
form, whether an AIR (American Industrial
Real Estate Association) or AIA (American
Institute of Architects) form, that it be
carefully reviewed to ensure the form is
correctly adapted to the particular goals of

Banks compete with a multitude of
non-traditional lenders for
business loans today; speed and
responsiveness are critical
elements of delivering value to
customers. Technology is critical
in terms of being able to offer all
product types and doing so
quickly.

– Steve Gardner
President, Chief Executive Officer 

and Director
Pacific Premier Bank and 
Pacific Premier Bancorp.

“

”

platform with responsive design, it allows
real-time access to loan status anytime,
anywhere, on any device. Brokers find the
process easy-to-use, transparent and
efficient, and it also allows us to achieve
scale.

Steve Gardner, Pacific Premier Bank:
Banks compete with a multitude of non-
traditional lenders for business loans today;
speed and responsiveness are critical
elements of delivering value to customers.
Technology is critical in terms of being able
to offer all product types and doing so
quickly. Credit-scored loan products, with
standardized terms and documentation and
expedited approval processes all hinge on
lenders leveraging their technology platform
to deliver value-added solutions to local
businesses and investors. Technology
allows customers to provide financial
statements, business and property operating
statements, as well as tax return data
electronically in a secure environment.
Financial and other data is then uploaded
and easily input into software programs that
automatically crunch the numbers and
provide the numerical analysis for bankers
to make informed credit decisions.
Technology now routinely drives speed into
the loan delivery system.

uWhat were the major changes in
the way lenders behaved from a
legal standpoint during the
recession? How has that changed
now (or is that the “new normal”)?

Steve Gardner, Pacific Premier Bank:
Lenders behaved in their own self-interest, as
expected, during the Great Recession but
heavily influenced by their own financial
conditions, which included capital levels,
regulatory statuses and their level of problem
loans. Seasoned bankers who had
experience in problem loan workouts from
prior downturns reacted more quickly from a
legal standpoint in exercising their legal
remedies. This was a lesson well-learned and
generally not unexpected from the borrowing
community. The regulatory environment was
a heavy influence in how lenders and banks
behaved. Those banks that had strong capital
levels and sound underwriting were able to
handle credit issues much more effectively.
All these factors influenced lender decisions
on legal actions which continued to be
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the transaction. Use of forms can help expedite a transaction if the
transaction is fairly straightforward and more closely matches the
transaction contemplated by the form. If it does not, then use of
the preprinted form may hinder rather than speed up the process.

Additionally, if the owner, buyer, seller or tenant has done
business with one another previously, or with the same counsel,
there is a tendency to try to use a form that has been utilized by
the parties in the past. This can also expedite the process; but
again, the parties need to be careful to take into account the
differences between the current transaction and the prior one that
was the subject of the template or previous form.

Daniel J. Kessler, Burkhalter Kessler Clement & George
LLP: Always use legal counsel experienced in commercial sales
and lease transactions and avoid the temptation to “go it alone” in
an attempt to save a few thousand dollars in legal fees. Ensure
that transaction documents are well-drafted, contain adequate
contingency clauses and provide sufficient time for due diligence.
AIR lease and purchase agreement forms are frequently used by
non-institutional parties, but almost always require modification to
fit the parties’ specific terms and conditions.

COMMERCIALREAL ESTATEROUNDTABLE

Often times, psychologically, the
parties involved seem more
comfortable with a preprinted form.
However, it is a standard form and one
size does not fit all. It is important to
be certain that in taking any form,
whether an American Industrial Real
Estate Association or American
Institute of Architects form, that it be
carefully reviewed to ensure the form is
correctly adapted to the particular
goals of the transaction.

— Bruce Stuart
Partner

Stuart Kane LLP

“

”
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