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Real Estate Trends 2024: The Recap

forced companies to make changes to the way they do business and to the way they approach

their workspace and real estate needs.

On August 14th from 3:00 to 6:00pm at the Sheraton Universal Hotel, the Los Angeles
Business Journal hosted a special multi-panel event titled “Real Estate Trends 2024.” The event
featured four panel discussions featuring of some of the region’s leading authorities, thought leaders
and experts.

The discussions, “TO BUILD OR NOT TO BUILD?,” a look at new construction in prog-
ress and on the horizon; “LOCATION, LOCATION, LOCATION,” looking at the trends of

The challenging-to-predict pros and cons of the economic climate over the past few years has

TOM LAWLESS
HINES

LORCAN O’HERLIHY
Lorcan O’Herlihy Architects

JOE GUBIC Moderator
Citrin Cooperman

STEPHEN CHEUNG
Los Angeles County Economic
Development Corporation;
World Trade Center Los Angeles

STEVE SOBOROFF lModerator
Soboroff Partners

DEVELOPMENT, CONSTRUCTION + ARCHITECTURE TRENDS:

PENNY DEIHL
Clark Hill

decentralization continuing in the post-COVID era; “THE OFFICE CONUNDRUM,” exploring
the changes to office space based on market conditions and where trends are headed; and “THE
INDUSTRIAL COMPLEX,” taking a deep dive into exploring what opportunities exist today for
businesses looking to lease, buy or sell industrial space.

We heard from some of the region’s most respected real estate experts including tenant and
landlord reps, developers, architects, real estate attorneys, and accounting experts to share their
outlook and real estate guidance to businesses.

The panels, dedicated to helping C-suite leaders, business owners, managers, and professionals
get a pulse on all issues impacting our workspace environments, included the following speakers:

GREG SKALASKI

Shawmut Design and
Construction

KITTY WALLACE

Colliers

MICHAEL WHITE, AIA
Gensler

JESSICA LALL
CBRE

TARIK RAHMANI
City of Carson

THE BROKER POINT OF VIEW:

ANNS. LEE
Greenberg Glusker LLP

JIM KRUSE MModerator
Kidder Mathews

PAUL ROSENKRANZ
CBIZ MHM JLL GCX

KERIN VAN ANDEL JARRED WALKER

THE BROKER POINT OF VIEW:

KEITH GEIGER
Brookhill Corp

CHRIS McKENZIE Moderator
Lee & Associates

SAM GLENDON
CBRE

L 2
RYAN McKENZIE, CCIM KEVIN SHER
Kidder Mathews Greenberg Glusker LLP



Today’s Insights.

Tomorrow s Cities.

How do we transform American cities for a resilient future? Our experts see
how neighborhoods are growing, behaviors are changing and businesses are

moving. Discover Los Angeles’ new urban blueprint.

Explore the report now.

cbre.com/shapingcities

Lewis C. Horne Robert Peddicord Andrew D. Ratner

President, GLA-OC-IE Executive Managing Director, Executive Managing Director,

lew.horne@cbre.com South Bay West LA

+1213 613 3305 robert.peddicord@cbre.com andrew.ratner@cbre.com
+1213 613 3346 +1213 613 3320

Dean Hunt

Executive Managing Director,
LA North
dean.hunt@cbre.com

+1818 502 5410

Jessica Lall
Managing Director,
Downtown LA
jessica.lall@cbre.com
+1213 613 3560

CBRE
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AT THE EVENT

1 Location, Location, Location’ panelists: Steve
Soboroff (Soboroff Partners), Stephen Cheung
(Los Angeles County Economic Development
Corporation | World Trade Center Los Angeles), Penny
Deihl (Clark Hill, Platinum Sponsor), Jessica Lall
(CBRE, Diamond Sponsor), and Tarik Rahmani (City
of Carson, Platinum Sponsor).

2 Platinum Sponsor, Tarik Rahmani (City of Carson)
discussing driving economic growth.

3 Diamond Sponsor, Kevin Sher (Greenberg Glusker
LLP) welcoming the audience.

4 'The Office Conundrum’ panelists: Jim Kruse
(Kidder Mathews, Platinum Sponsor), Ann S. Lee
(Greenberg Glusker LLP. Diamond Sponsor), Paul
Rosenkranz (CBIZ MHM, Platinum Sponsor), Kerin
Van Andel (JLL), and Jarred Walker (GCX,
Platinum Sponsor).

5 Attendees networking at the cocktail reception
portion of the event.
6 ‘Location, Location, Location’ moderator, Steve

Soboroff (Sohoroff Partners) and Publisher & CEO,
Josh Schimmels (Los Angeles Business Journal).

7 To Build or Not fo Build panelists: Joe Gubic
(Citirin Cooperman, Platinum Sponsor), Tom Lawless
(HINES, Gold Sponsor), Lorcan O’Herlihy (Lorcan
0'Herlihy Architects), Greg Skalaski (Shawmut
Design and Construction), Kitty Wallace (Colliers,
Gold Sponsor), and Michael White, AIA (Gensler).

8 Diamond Sponsor, Sam Glendon (CBRE) discussing
‘The Industrial Complex'.

9 Diamond Sponsor, Jessica Lall ((BRE) and
Stephen Cheung (LAEDC | World Trade Center Los
Angeles) networking prior to the panel discussions.

10 Real Estate Trends 2024 Audience engaged in the
panel conversations.
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Greenberg Glusker's Real Estate Group represents
developers, investors, lenders, owners and operators
of all types and categories of real estate.

Our diverse client list includes office, retail and industrial
landlords and tenants, institutional and individual investors,
commercial and residential brokerage firms, REITs, sports teams,
entertainment venues, construction companies and government

agencies.
e Acquisitions & Sales e Project Development
* Financing e Real Estate Litigation
e Land Use e Restructuring & Loan Workout
e |Leasing

Visit greenbergglusker.com/real-estate/ for more information.

GreenbergGlusker.com | 2049 Century Park East, Suite 2600, Los Angeles, CA 90067 | 310-553-3610




58 LOS ANGELES BUSINESS JOURNAL - BRANDED CONTENT

AUGUST 19, 2024

REAL ESTATE
TRENDS

2024

N

Treasury Department and IRS Release Final
Regulations for Determining Domestically

Controlled REI'T Status

By STEPHEN LEE

Department published final regulations

for determining whether qualified invest-
ment entities (QIEs), which include real estate
investment trusts (REITs), are considered
domestically controlled for purposes of the
Foreign Investment in Real Property Tax Act
(FIRPTA) rules of IRC Section 897. The final
regulations finalize portions of the proposed
regulations published on December 29, 2022,
along with some changes discussed below.

The proposed regulations set forth a rule
under which, for purposes of determining
whether the REIT is domestically controlled,
the REIT would have to look through to the
owners of a 25 percent or more foreign-owned
domestic C corporation to make the determi-
nation. Many commentators on the proposed
regulations asked the Treasury Department
to withdraw the proposed look-through rule.
While the final regulations retain a look-
through rule, in response to these comments,
the final regulations increase the amount
of foreign ownership required for the look-
through to be applied to a non-publicly listed
domestic C corporation from 25 percent or
more to greater than 50 percent. The increase
from 25 percent to greater than 50 percent
may be helpful for determining and maintain-
ing the domestically controlled REIT status of
some REITs that would have otherwise been
adversely affected by the proposed rules. How-
ever, in practice, the change does not offer
much relief for real estate funds and joint ven-
tures seeking to use a domestic C corporation
in their structures to ensure a REIT qualifies as
domestically controlled, because the stock in
such a corporation has historically been pre-
dominantly owned by foreign persons.

The final regulations also provide a new
transition rule that exempts existing structures
from the final look-through rule for a 10-year
period, provided that such REITs do not
acquire a significant amount of new US real
estate or undergo significant changes in share-
holder ownership.

O n April 25, 2024, the IRS and Treasury

BACKGROUND

Under the Foreign Investment in Real
Property Tax Act of 1980 (FIRPTA), a non-
US person’s sale or disposition of a United
States real property interest (USRPI) is gener-
ally subject to US federal income tax and a tax
return reporting requirement. Under FIRPTA,
the purchaser of a USRPI from a non-US per-
son is generally required to withhold tax equal
to 15 percent of the seller’s amount realized on
the sale. USRPIs include stock in a US cor-
poration whose assets are largely comprised of
other USRPIs. Thus, stock in a REIT is gener-
ally a USRPI. However, stock in a domestical-
ly controlled REIT is not treated as a USRPI
and thus the sale of shares of a domestically

controlled REIT by a foreign person is not
subject to US taxation under FIRPTA. This

exception allows foreign investors in a REIT to
sell shares of the REIT without the gain being
subject to US federal income tax. A REIT is
considered to be domestically controlled if

less than 50 percent of the value of the REIT
shares is held “directly or indirectly” by foreign
persons for at least five years prior to the date
of disposition (or, if shorter, the period during
which the REIT was in existence).

FINAL DOMESTIC C CORPORATION
LOOK-THROUGH RULE

The final regulations apply look-through
treatment to a non-public domestic C-cor-
poration if foreign persons hold directly or
indirectly more than 50 percent of the fair
market value of that corporation’s outstanding
stock. In determining domestically controlled
REIT status, the final regulations adopt the
general approach provided in the proposed
regulations of dividing owners of REIT shares
into two categories: “look-through persons”
and “non-look-through persons”. The ultimate
non-look through owners of look-through per-
sons are treated as proportionally owning the
REIT shares owned directly or indirectly by the
look-through persons. A look-through person
includes non-publicly traded partnerships and
REITs, certain RICs, trusts, S corporations,
and, notably, non-publicly traded domestic C
corporations that are more than 50% owned,
directly or indirectly, by foreign persons. The
final regulations refer to a C corporation that is
more than 50% owned by foreign persons as a
“foreign-controlled domestic corporation.”

TRANSITION RULE

The final regulations exempt existing

structures from the domestic C corporation
look-through rule for a 10-year period, pro-
vided that certain requirements are met. The
requirements are intended to ensure that the
final domestic C corporation look-through rule
does not apply to existing business arrange-
ments, but only to the extent the REIT does
not acquire a significant amount of new USR-
PIs or undergo a significant change in its own-
ership. Specifically, the 10-year transition peri-
od will end with respect to a REIT if either:

1. The REIT acquires, directly and indi-
rectly, USRPIs after April 24, 2024, with a fair
market value of 20% or more of the fair market
value of the USRPIs held directly and indi-
rectly by the REIT as of April 24, 2024, or

2. The REIT undergoes an ownership
change such that the direct or indirect own-
ership of the REIT by “non-look-through
persons” increases by more than 50% in the
aggregate as compared to the ownership by
such non-look-through persons on April 24,
2024.

A REIT is permitted to use the asset values
that it uses for quarterly REIT testing purposes
in applying these rules. In addition, to sim-
plify the ownership determination, where the
REIT’s stock is publicly-traded, transfers by
any person (regardless of their status as a non-
look-through person) that owns a less than
5% interest in the REIT’s stock will be disre-
garded, unless the REIT has actual knowledge
of that person’s ownership. If a REIT loses the
benefit of the transition rule for either of the
reasons stated above, the domestic corporation
look-through rule only applies prospectively
and thus does not apply to any portion of a

testing period during which the transition rule
was applicable.

OBSERVATIONS AND NEXT STEPS

The final regulations will have a significant
impact on structuring of foreign investment in
REITs and are likely to make it difficult for for-
eign investors in private REITs to do so with-
out being subject to tax under FIRPTA and
associated US tax return filing requirements
upon a disposition of their interest in in the
stock of either the REIT itself or a domestic
C corporation that has invested in the REIT.
Additionally, while the transition rule pro-
vides a long runway to unwind existing invest-
ment structures, meeting the requirements of
the transition rules may be difficult for existing
real estate funds or joint ventures that are in
the early stages of acquiring real estate assets
with newly raised capital.

Real estate funds and joint ventures utiliz-
ing REITs should review the impact of these
final regulations on their current structure and
address the application of the transition rule.

Stephen Lee is a partner at Citrin Cooperman
Advisors LLC.

Learn more at citrincooperman.com.

The views and opinions expressed within these materials do

not necessarily reflect the official policies or positions of Citrin
Cooperman. “Citrin Cooperman” is the brand under which Citrin
Cooperman & Company LLP, a licensed independent CPA firm,
and Citrin Cooperman Advisors LLC serve clients” business needs.
The two firms operate as separate legal entities in an alternative
practice structure. This information is not statements, guidance,
andfor interpretations of Citrin Cooperman. Further, the informa-
tion given in these materials is shared with the understanding that
Citrin Cooperman is not engaging or rendering any legal, business,
or financial advice to the recipient(s) .
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ERIC PAULSEN
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SoCal & Arizona
LIC N° 01001040
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Regional President
Greater Los Angeles
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When you combine unmatched local expertise with
unwavering dedication, you tend to grow. For over
55 years, our clients have gotten the best of both
worlds: independent counsel from well-informed
professionals, working as part of the largest fully
independent commercial real estate firm in the
Western U.S.

900 PROFESSIONALS | 19 WESTERN US OFFICES
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AL CHOI

Retail
LIC N° 01146773

DOWNTOWN LA

PAUL BARRETTO

Multifamily
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Retail
LIC N° 01758229
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NATALIE HAGLER

Multifamily
LIC N° 02200672
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CALVIN LEE

Investments
LIC N° 01210501

DOWNTOWN LA

JEFFREY LEE

Industrial
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JACK LEVIS

Investments
LIC N° 01886278

CENTURY CITY

MATT LEVIS

Investments
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Multifamily
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CENTURY CITY
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SHERWIN SOUMEKH

Investments
LIC N° 02022101
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LIC N° 02092988
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Office

LIC N° 02231901
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KODY NOHARA

Multifamily
LIC N° 02197520

EL SEGUNDO

CAROLINE TAICHER

Retail
LIC N° 02099436

EL SEGUNDO

AUSTIN CAVINESS

Industrial
LIC N° 02237273

SAN FERNANDO VALLEY

RILEY COFFEY

Investments
LIC N° 02224810

IRVINE

SAN FERNANDO VALLEY |

MAHA MASRORI

Multifamily
LIC N° 02199494

IRVINE

ORANGE COUNTY |

MILES REITEN

Agribusiness
LIC N° 02238656
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Industrial
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The Power of Civic Partnership

By JESSICA LALL

os Angeles, long a city of promise and

opportunity, has today become synonymous

with homelessness and crime; where we
educate the world’s innovators yet can’t pro-
vide them with housing that’s affordable; and
where economic realities, such as a cost of liv-
ing 44.3% higher than the national average,
contribute to brain drain, with a net loss of
32% in college-educated population last year,
according to recent census data.

[ ran for mayor of Los Angeles in 2022
on the premise that we could and must do
better. At the time, I believed that serving as
mayor would be the best way for me to bring
together the business community’s knowledge
and expertise with the public sector’s ability to
develop and execute on policy.

After ending my mayoral campaign, I
made the move to CBRE. Many questioned
why I was “abandoning” my work to bring for-
ward solutions to our city’s problems.

What they didn’t appreciate is that work-
ing at a company like CBRE would give me
a new platform to catalyze change by helping
our elected officials make better decisions,
improve the business climate, and ultimately
deliver more benefit to the entire community.

Today, I challenge fellow business leaders to
adopt the same approach to city partnership.

We all have to lean in and take control
of the collective future of our urban
environments.

Having spent two decades at the intersec-
tion of the public and private sectors in LA,
I've learned that most view our city’s challeng-
es and their potential solutions as linear. We
want to point the finger at one person — a
mayor, a CEO — to assign credit or blame

(mostly the latter).

The reality is that no one person or indus-
try can conceive and implement meaningful,
sustainable and sweeping change on their
own. Solutions to our problems exist in the
collective human capital all around us. With
the diversity, talent and innovative spirit that
define Angelenos, there’s no problem we
shouldn’t be able to solve if we work together.

What does this look like?

First, it’s about supporting data-driven
decision-making through partnership.

Making a good decision is hard—especially
when you don’t have all the information. We
often overlook the fact that government offi-
cials lack the resources, research and expertise
necessary to make complex decisions that
affect various industries and individuals.

Case in point: Measure ULA. Also known
as the “Mansion Tax” or, more optimistically,
the “Homelessness and Housing Solutions
Tax,” Measure ULA is an example of a solu-
tion to a complex problem that was put forth
with little to no input from the commercial
real estate experts who work day in and day
out in this space.

The measure, well-intended and seemingly
logical on paper in its effort to generate rev-
enue to create more housing, has raised just
$215 million — far less than the $600 million
to $1 billion that voters were promised—and
has instead stifled growth in an already down
market. Recognizing that our government
partners need real-time data and information
to support their policy development—and
that our real estate expertise could help close
a sometimes-wide knowledge gap in the public
sector—Ilast year our local leadership team
launched a civic engagement initiative in LA
to build trust and relationships with our poli-

cy-makers.

As part of this initiative, local-market and
line-of-business leaders from CBRE, along
with our research team, meet regularly with
elected officials and agency heads to discuss
macro issues affecting our city and share
data-based insights targeted to specific dis-
tricts. We have no ask from our elected lead-
ers; we simply want to help educate and build
relationships.

While there may have been some skepti-
cism initially, time has shown that it’s work-
ing. We’re engaging with policymakers who
aren’t traditionally in conversation with the
business community, helping provide context
and expertise as they consider critical deci-
sions on important issues.

At the same time, we need to align
across industries to solve our city’s complex
problems.

When we focus on a problem together, we
can achieve meaningful results. I like to give
the seemingly mundane example of the side-
walks in Downtown LA.

When I served as executive director of one
of the largest BIDs in Downtown LA from
2013 to 2016, I took on the challenge of find-
ing an effective solution for an ongoing issue
with our sidewalks being impassable due to
tree roots lifting the concrete.

At the time, the city’s idea was the cost-
liest: completely replacing the sidewalks.

But our coalition knew there must be a more
cost-effective approach. Through the BID’s
partnership with the local business communi-
ty, we identified a company that had the tech-
nology to shave the sidewalks down and main-
tain their integrity at a fraction of the cost.

We enlisted the city’s Bureau of Engineer-
ing and created a pilot permit to fix over 800

sidewalk locations in the 52-block district at a
nominal cost. The project became an applaud-
ed public-private partnership that’s been repli-
cated across LA.

Take this one example to scale: Imagine if
all businesses in LA were able to share their
expertise and knowledge as our city officials
develop solutions to address complex social
and financial problems like homelessness,
housing and economic growth.

More yet, imagine if this same knowl-
edge-sharing were applied across and among
all cities.

It would be like a multi-lane freeway
(familiar to us Angelenos) with all of us
moving forward, in synch, together.

Meaningful solutions are born of a dynamic
exchange of ideas, knowledge, influence, rela-
tionships and, dare [ say, compromise. In a city
known for being future-forward, civic dialogue
and information-sharing are on life support.
And almost everyone is guilty on some level of
contributing to the status quo.

This is my urgent advice to my fellow
business and civic leaders across dll cities:
Have the courage to meet with someone
with whom you think you may not share any
common ground.

We cannot continue to sit in silos and
complain about our city’s problems or deride
what we consider to be ineffective solutions.
Instead, let’s leverage our expertise to partner
with policy- and decision-makers to drive
meaningful progress on complex challenges,
regardless of our political
differences.

Jessica Lall is managing director for
CBRE Downtown Los Angeles.
Learn more at CBRE.com.
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Navigating Lease Disputes: Lessons from the Pandemic

By ANN S. LEE

ﬂ s a real estate lawyer, I regularly advise cli-

ents about lease disputes. Some of the most

difficult disputes are those no one anticipat-
ed or were not addressed in the lease. Consid-
ering risks at the outset and addressing them in
your lease is the best way to protect your busi-
ness. Key lease provisions to consider are:

FORCE MAJEURE CLAUSE

This clause excuses a party from performing
its obligation when made impossible by war,
natural disaster, labor strike or other circum-
stance beyond their control. Typical force
majeure clauses do not allow the tenant to stop
paying rent nor did they typically anticipate a
global pandemic. Some tenants relied on this
clause to stop paying rent during the COVID-
19 pandemic, arguing government shutdown
orders rendered it impossible or impractical to
use the premises and/or frustrated the purpose
of the lease agreement. In California, courts
uniformly held the pandemic did not render
it impossible for tenants to pay rent and thus
did not excuse them from doing so. Given
the potential impact of a force majeure event
on your business, property, loan covenants,
co-tenancy clauses and other aspects of ten-
ancy, it has become increasingly important for
commercial landlords and tenants to discuss
and negotiate this term accordingly.

OPTIONS

Options are valuable rights that allow ten-
ants who wish to stay at the premises to extend
the lease, usually at an agreed-upon rent. It
is important for tenants to understand that
options are strictly enforced. If a commercial
tenant fails to give notice of an option exercise
in the exact time and manner required by the
lease, it can lose this right. Courts have never
allowed a tenant to exercise an option that
lapsed through no fault of the landlord. It is
very important for both parties to keep track
of the option deadline and comply with all
requirements, including notice provisions, to
avoid disputes over option rights.

ASSIGNMENTS

This term allows a tenant to assign the
lease to someone else with the landlord’s
consent. You should be aware that a tenant’s

change of ownership may trigger this clause. In
other words, even if the company remains the
tenant, a change in its ownership—whether
from a stock sale or marital dissolution—may
qualify as an “assignment” that requires the
landlord’s consent. It is important to negotiate
this term in anticipation of any changes in
ownership.

TENANT IMPROVEMENTS/DUE
DILIGENCE DEADLINES/RENT
COMMENCEMENT DATES

It is not uncommon in commercial ten-
ancies for the tenant to have a due diligence
and build out period for their intended use
and build-out of their tenant improvements.
The due diligence period will frequently be a
condition to the tenant’s obligations to move
forward with the tenancy and they need to act
diligently in ascertaining, in good faith, wheth-
er they can obtain the governmental approvals
needed to proceed. Failing to timely perform
such due diligence or notifying the landlord of
the failure to obtain the necessary approvals
often leads to misunderstandings and litigation
between the parties about whether the tenant
is bound to proceed and when they must
commence paying rent. Carefully negotiating
these provisions in a clear way are especially
critical given the delays and increasing scrutiny
tenants and landowners are experiencing with
governmental agencies whose approvals and
permits are required.

Despite our best efforts, it is impossible to
anticipate every risk and disputes invariably
occur. In these circumstances, it is important
to be reasonable.

During the pandemic, [ saw landlords accom-
modating tenants to help them stay in business.
[ also saw tenants demand steep rent abatements
or other one-sided terms, which were likely to
lead to lawsuits rather than resolutions.

If you need to renegotiate the lease to
address unforeseen circumstances, you are more
likely to succeed by making reasonable propos-
als that make sense for both sides. Parties that
want to stay in business together find ways to
resolve disputes rather than
litigate them.

Ann S. Lee is a partner at
Greenberg Glusker. Learn
more at greenbergglusker.com.
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Troubled Real Estate and Loan Workouts —
Knowing the Tax Rules Can Lessen the Pain

By PAUL ROSENKRANZ, CPA, MST

ith an estimated $1.2 trillion in commer-
Wcial loans maturing in 2024 and 2025

and office building-backed loans making
up 17% of them (according to Guggenheim
Partners and Mortgage Bankers Association),
it seems inevitable that some borrowers will be
involved in loan workouts, looking to renego-
tiate the terms of their mortgages or, in some
cases, turn their properties back to the lend-
er. The financial and emotional toll of such
actions can be substantial and exacerbated by
the income tax consequences for the unwary
borrower.

TAX IMPLICATIONS OF COD INCOME

Internal Revenue Code Section (IRC)
61(a)(11) states the general rule that gross
income includes income from discharge of
indebtedness, and IRC Section 108 lists the
exceptions to this rule — when income from
discharge of indebtedness is not included in
gross income. Income from discharge of indebt-
edness, commonly referred to as cancellation
of debt (COD) income, can arise in different
manners. The most obvious is when a lender
writes down the loan amount. For example, a
$3 million mortgage the lender reduces to $2.5
million will generate $500,000 of COD income
unless an exclusion under IRC Section 108
applies. A debt modification that is considered
“significant,” — change in interest rate, change
in length of loan, etc.— can to the surprise of
many, also generate COD income. A modifica-
tion is “significant” if the legal rights or obliga-
tions are altered, and the degree to which they
do are economically significant. A significant
modification results in a deemed sale of the
loan for a new one, and if the issue price of the
“new” loan exceeds the basis in the old loan,
COD income will arise.

If, instead of a reduction of the principal of
the loan or a modification, the borrower turns
back the property to the lender in a foreclosure
or deed in lieu of proceeding, the tax conse-
quences are dependent upon whether the loan
is recourse or nonrecourse. A recourse loan is
one where the borrower is personally liable for
the loan, whereas with a nonrecourse loan, no
one has a personal liability, and the lender can
only go against the property, securing the loan
for repayment. (The recourse/nonrecourse dis-
tinction is trickier in partnerships/LLCs.) The
tax consequences of returning a property to a
lender subject to a recourse loan are bifurcated
into two components — the amount of the
discharged debt over the property’s fair market
value (FMV) is COD income and the differ-
ence between the FMV and the adjusted basis
in the property is treated as a sale generating
capital gain or loss. In contrast, the foreclosure
of a property secured by a nonrecourse loan
does not generate COD income. The difference
between the amount of the discharged debt and
the adjusted basis in the property is treated as
a sale generating capital gain or loss. The FMV
of the property at the time of the discharge is
ignored. A foreclosure of a recourse and non-
recourse loan results in the same total amount
of income, but the components of the income

differ, as seen in the following example:
Example: The FMV of the property is $4.15
million, the outstanding mortgage is $4.4 mil-
lion, and the adjusted basis of the property is
$4 million. If the mortgage is recourse, the tax-
payer would have a COD income of $250,000
(O/S loan of $4.4 million over EMV of $4.15
million and a gain on sale of $150,000 (FMV of
$4.15 million over the adjusted basis of $4 mil-
lion.) If, instead, the mortgage is nonrecourse,
the borrower would have a gain of $400,000
(OfS loan of $4.4 million over the adjusted
basis of $4 million) with no COD income.

METHODS TO DEFER THE TAXABILITY
OF COD INCOME

The gain portion from a foreclosure or
deed in lieu can be deferred in a Section 1031
exchange. A borrower desiring to execute a
1031 exchange in this situation must adhere
to the normal Section 1031 timelines and
requirements, including transferring title to the
property to an exchange accommodator before
the property is foreclosed upon.

As mentioned above, IRC Section 108
provides exclusions to the recognition of COD
income. The most significant exclusions are
(1) if the borrower is bankrupt, (2) if the bor-
rower is insolvent, (3) if the debt represents

seller financing, or (4) if the debt was used to
acquire, construct or substantially improve real
property securing the debt and is used in the
borrower’s trade or business. Note that if the
borrower is a partnership or LLC, the bankrupt-
cy and insolvency exceptions are tested at the
partner level, whereas if the borrower is a cor-
poration — a Subchapter C or S corporation
— bankruptcy or insolvency is measured at the
corporate level. Testing bankruptcy and insol-
vency at the partner level limits partnerships
and LLC:s ability to use these two exceptions.
The price for using the IRC Section 108

exclusions is the borrower must reduce tax

attributes in the following order: (1) net oper-
ating losses (NOL) carryovers, (2) general
business tax credit, (3) minimum tax credit,
(4) capital loss carryovers, (5) basis in proper-
ty, (6) passive loss carryovers, and (7) foreign
tax credit carryovers. The taxpayer may elect
instead to reduce the basis of depreciable prop-
erty before reducing these tax attributes. This
may be useful for a taxpayer with long-life real
property who would rather forego depreciation
over many years than lose an NOL that can
be used immediately. These reductions will
increase future years’ income making the IRC
Section 108 benefits a deferral of income rather
than a permanent exclusion. Nevertheless,
these deferrals can be valuable for a financially
distressed taxpayer. The amount of COD and
tax attributes reduced are reported on Form
982 in a borrower’s income tax return.

The tax consequences from a loan workout
are complex, and proper planning can improve
the outcome. For this reason, consulting a tax
advisor with knowledge in this area is particu-
larly important.

Paul Rosenkranz, CPA,
MST, is a managing director
at CBIZ. Learn more at
CBIZ.com.
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Sustaimability, Innovation and
Business Support Help Carson Grow

formation unlike any other community in

the Southland. With budget reserves at
an all-time high, the city is investing in parks,
infrastructure and public safety with a focused
eye on support of its local businesses to ensure
this rising tide in the Jewel of the South Bay
strengthens the economy for all.

The City of Carson is undergoing a trans-

EAT SHOP LOCAL CARSON

The City of Carson realizes that in order to
provide the municipal programs and services its
residents expect and deserve, it needs a strong
business climate to generate the tax revenue to
make it happen. To that end, during the first
full week of May, Carson kicked off its “Eat
Shop Local Carson” program with week-long
events including a festival at the Carson Event
Center on Monday, May 6. More than 80 Car-
son businesses, large and small, filled the Event
Center to promote their businesses and offer
local discounts to support the “Eat Shop Local
Carson” campaign.

“Our local businesses are the lifeblood of
our community,” said Carson Mayor, Lula
Davis-Holmes. “Many of these business own-
ers grew up here in Carson going to our local
libraries, schools and parks. After starting
their business here, they are committed to
hiring Carson residents, which has a multiplier
effect of benefits for our community.”

“Economic development is a combination
of planning, setting long term goals and col-
laboration with our city to ensure economic

vitality,” said Michael Stewart, vice chairman
of economic development for the Carson
Chamber of Commerce.

After the kickoff event on Monday, May
6, the City Council officially declared May as
“Small Business Month in Carson” for the first
time in the city’s history. The rest of the week
included an “Employee Invasion” on Wednes-
day, May 8 encouraging city staff to patronize
registered local businesses for lunch, conclud-
ing with a Food and Music Fest on May 9 with

Carson’s own D] Chuck Dizzle.

CARSON BUSINESS EXPO 2025

Next year, Carson plans to expand its local
business-support program further with its inau-
gural Carson Business Expo. This one-of-a-kind
event will have expert panelists, breakout sessions,
networking opportunities, tradeshow booths and
presentations. There are also plans to have a vir-
tual option for those who want to tour the Carson
businesses through an online field trip.

STATE OF THE CITY

At the Carson State of the City event, at
which more than 200 people learned about
the progress Carson has made over the past
year in areas including public safety, parks,
street improvements and economic growth.
The City has dedicated an unprecedented $32
million to improving city streets and filling
potholes. From a public safety perspective,
Carson has added high-definition cameras in
all city parks as well as all entrances to the city.
Most impressively, the City of Carson has more
than $222 million in reserves, which is more
than double from last year and is now at an all-
time high.

SUSTAINABLE SUCCESS

Perhaps the greatest long-term achieve-
ment Carson has made is in its sustainability
program. Carson is at the epicenter of the
renewable energy revolution in partnership
with Prologis and the Clean Power Alliance,
which is the largest clean energy provider in
the United States. The three solar energy
projects installed in Carson will soon create
three megawatts of energy that will be deliv-
ered directly into the grid reducing transmis-
sion loss as well as decreasing greenhouse gas
emissions. By 2025, three additional energy
projects are planned to come online. These
projects will have the dual benefit of protect-
ing the environmental health of Carson res-
idents while at the same time, creating high
quality jobs.

ity of Carson

¢i.carson.ca.us

TOP OFFICIALS
Mayor:

Lula Davis-Holmes
City Manager:
David C. Roberts, Jr.

EDC Manager:
Eric Romero

Planning Manager:

Christopher Palmer, AICP

HEADQUARTERS

701 E. Carson Street
Carson, CA 90744

KEY COMPANIES WITH
HEADQUARTERS IN THE CITY

e See’s Candies
® Dermalogica
® Ducmmun
* Watson Land
* |A Galaxy

BUSINESS-RELATED
ACCOLADES / RECOGNITION

® Nominated as “Top Business-
Friendly City” by LAEDC

® Received the Award of Merit in
Economic Planning & Development
for its first ever adopted Economic
Development Strategic Plan (from
the American Planning Association

— Los Angeles Section)



3) Clark Hill

Clark Hill Knows
Real Estate

Clark Hill’s real estate attorneys provide tailored
services to each client so they achieve their goals.
Clients rely on our experienced team as they invest in,
acquire, finance, develop, construct, operate, lease, and
dispose of real estate assets.

clarkhill.com
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Mixed-Use 3.0: Where Design and Community Converge

multipurpose and multifunctional devel-

opment, puts people first. It creates a sense
of belonging, becoming the center of gravity
in a community. It brings people together as
social creatures, helping combat the loneliness
epidemic. And it creates all-new value for an
asset class that’s reaching faster stabilization and
higher rental rates than other single-asset class-
es — while enhancing surrounding submarket
performance at the same time.

M ixed-use 3.0, the emerging new model for

MIXED-USE DESIGN THEN

Mixed-use concepts have a long history in
city life around the world. Born out of conve-
nience, they later became a way to help people
feel human in urban environments. For centu-
ries, people commonly lived and worked in the
same place, blending the first place (home) and
second place (work) for convenience and effi-
ciency. Here, shopkeepers, bakers, cobblers, and
other business owners lived above their store-
fronts, creating the original city planning format
with ground floor retail and residential above.

During the Industrial Revolution, however,
the concept of a single-use property took over,
as people began working in factories and sep-
arating home and work life. Amid the rise of

ESCAPE TO SIMI, WHERE...

infrastructure is new and reliable
crime rate is, well, pretty much nonexistent
air is clean and traffic is light
our workforce is abundant
when you get to work, you're wearing
a big “cat-that-ate-the-canary” grin and

the city government is always on your side

CITY OF SIMI VALLEY

For more info, contact Linda Swan at
(805) 583-6701 or simibiz@simivalley.org

simivalley.org

the suburbs, real estate shifted toward entirely
separate residential communities and retail
centers, moving away from mixed-use altogether
with shopping malls becoming the main retail
destination.

The Global Financial Crisis in the 2010s
brought people back downtown — not just for
work. In this wave of re-urbanization, cities
offered adaptive reuse ordinances to help devel-
opers transform vacant warehouses and dilapidat-
ed office buildings into sprawling residential and
retail campuses. Referred to as Mixed-use 2.0, this
movement represented a return to an older style
of living, where people wanted to connect with
others and run errands in a single location.

MIXED-USE DESIGN NOW

With the rise of remote work prompting
arise in loneliness, many people today crave
more connective spaces outside their homes or
offices. Meanwhile the ubiquity of online retail
has shoppers less keen on patronizing brick-
and-mortar plazas as a matter of convenience,
and more as an opportunity to share authentic
brand experience. Increasingly, people are feeling
drawn to mixed-use developments where they
can work, live, shop, dine, and play in a social
environment.

—wmy 1
: LU

West Edge

Mixed-use 3.0 creates that ‘third space’ peo-
ple need now more than ever — a social, expe-
riential setting where people choose to gather,
again and again, with each other, such as:

¢ Creating a mini-city in an innovation
hub — a transformative mixed-use development
can become the dynamic social hub of innova-
tion-driven communities, like Fenton near the
Research Triangle Park in Cary, North Carolina.
Fenton turned 92 acres of empty land into a
vibrant curated mix of shops, restaurants, offices,
and luxury apartments.

e Providing unique experiences, for unique
people — “People want to know what type of
community you are building,” said Matthew
Hines, director, strategic projects, Hines. West

Edge in Los Angeles offers a prime example of
catering to a particular audience: gamers. With
Riot Games as the anchor office tenant, Hines’
goal was to draw techies and gamers out of their
workspace with offerings including Gelson’s, a
gourmet grocery store; and frequent activations
like movie nights, pet adoptions, and a local-art-
ist-led “mural fest,” with DJs and food.

e Making a positive impact, for people and
planet — More people are demanding options
that enhance community and the environment
alike. Hines’ visionary, mixed-use Bayside proj-
ect will contain more than two million square
feet of residential, mass timber office, retail and
cultural uses all designed to positively impact
the surrounding area.

LET’S REIMAGINE MIXED-USE DESIGN

From making life more convenient to fos-
tering reurbanization, mixed-use developments
have played an important role in modern real
estate development history. Looking ahead,
Mixed-use 3.0 represents the next great leap for-
ward: creating spaces where human connection
— in all its multiplicities — comes alive.

Information for this article was provided by Hines.
Learn more at Hines.com.

REGISTER TODAY!
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2024 AWARDS

The Los Angeles Business Journal is proud to host
the 18th annual CFO of the Year Awards.

Join us as we honor finance professionals in the Los Angeles region
today for their ongoing efforts as outstanding financial stewards.

THURSDAY, SEPT. 26

The Biltmore Los Angeles | 6:00pm - 8:30pm PST
Register at labusinessjournal.com/events/2024cfoawards
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Managing Talent in Commercial Real Estate:
Attracting and Retaining the Best Employees

often focus on hiring experienced profes-

sionals to meet their immediate staffing
needs and tend to limit investment in training
new associates.

This approach may be expedient but can
result in higher employment costs and limits
a firm’s ability to shape its workforce to meet
strategic objectives, according to the NAIOP
Research Foundation’s latest report: Recruit-
ing, Training and Retaining Talent in the Real
Estate Development Industry.

The report includes several findings that can
help firms manage talent more effectively:

® Both recruitment and training should
be geared to developing and maintaining the
specific competencies that will support a firm’s
long-term strategic objectives. Examples include
recruiting associates with specialized expertise
that will be needed in new markets or providing
management training to support future expan-
sion.

e Recruiting professionals with limited
industry experience requires a larger investment

COmmercial real estate development firms

in training but can reduce employment costs.

e Firms can reach more qualified candidates
by participating in trade associations and part-
nering with universities.

e Training methods should be aligned with
a firm’s size, resources and expertise, and may
include a mix of formal training, mentorship
and access to external programs.

e Effective retention practices include
aligning compensation with industry bench-
marks, ensuring that employees have a clear
path for professional advancement, and foster-
ing a sense of community and a supportive work
environment.

“Firms must carefully consider both their
core competencies and the resources they can
realistically devote to talent management before
moving forward with any recruiting, training
or retention initiatives,” according to the
report. “This is imperative because tactics that
prove effective for one firm may be completely
ineffective for another if it fails to leverage orga-
nizational strengths and mitigate organizational

weaknesses. Firms must approach talent man-
agement with this in mind.”

The report was written by NAIOP Research
Foundation distinguished fellows Mariya Let-
din, Ph.D., the Madeline Duncan Rolland
associate professor of business administration
in the Department of RMI, Real Estate and
Legal Studies at Florida State University’s
College of Business; Dustin C. Read, Ph.D./
JD, professor and director of the Master of Real
Estate Development program at Clemson Uni-
versity; and Spenser Robinson, D.B.A., Camp-
bell Endowed professor and director of real

We buy. We build.
We manage.
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estate, Finance & Law Department at Central
Michigan University.

“Nothing is more important to a firm’s long-
term success than investing in and retaining tal-
ent,” said Marc Selvitelli, CAE, president and
CEO of NAIOP. “Yet on a day-to-day basis, it
can be difficult to prioritize recruiting and train-
ing talent alongside revenue-generating activ-
ities like closing deals and completing proj-
ects. This report articulates approaches to build
the best team without losing a strategic focus on
goals that will move organizations forward.”

NAIOP, the Commercial Real Estate Development
Association is the leading organization for develop-
ers, owners, investors and related professionals in
office, industrial, retail, and mixed-use real estate.
NAIOP provides unparalleled industry networking
and education and advocates for effective legisla-
tion on behalf of our members. NAIOP advances
responsible, sustainable development that creates
jobs and benefits the communities in which our
members work and live. For more information,
isit naiop.org.

West Edge, at the corner of
Olympic Blvd and Bundy Drive,
Los Angeles

We invest in, develop and manage properties and portfolios with a personal touch,
transforming spaces into places people love. For more than half a century, Hines has
delivered buildings as architecturally soaring as they are commercially sound. By
blending far-reaching vision with the expert insight of tenured, local teams, Hines has
demonstrated international leadership in sustainable development, strategic acquisitions,
award-winning property management, and diverse real estate investment funds.

Learn more about our personalized property management and development services

tailored to Los Angeles County’s unique market at hines.com/west.

Hines
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How Hybrid Work is Driving the Future of

Commercial Real Estate

lasting changes in work patterns brought

by the pandemic, office occupiers are seek-
ing out well-located buildings with amenities
that lower the burden of commuting to work,
according to a recent report, “Hybrid Work
and the Future of the Office,” published by the
NAIOP Research Foundation in conjunction
with CBRE. Newer office buildings are generally
outperforming commodity buildings as a result,
but not all older buildings are struggling to the
same degree, with the largest increases in vacan-
cy concentrated in poorly located buildings with
few amenities.

Occupier surveys suggest that hybrid work
arrangements remain in flux, and many expect
office attendance to increase, supporting
demand for space in both newer and older
buildings. Although high interest rates and
construction costs are deterring building owners
from making significant renovations in the near
term, older buildings in convenient, safe loca-
tions with access to adjacent amenities should
be attractive to more cost-conscious occupiers as

ﬂ s companies and employees absorb the

office utilization rises.

Among the report’s additional key findings:

¢ Although the expansion of hybrid work
schedules has accelerated a decline in the
amount of occupied office space per work-
er, there is greater demand for
shared meeting and
coworking space that
allows occupiers flexi-
bility to accommodate
more employees on busier S
days. Many are willing to pay
for these spaces on a per-use basis
or through a provision in their leases.

e Many occupiers are trading
quantity for quality, preferring
smaller office footprints in conve-
niently located modern buildings
with amenities that will draw
workers to the office and improve
productivity.

e Occupiers are looking for buildings
that make commuting easier, with ample
parking, access to public transit and

on-site amenities. They also increasingly pri-
oritize sustainable design features and access to
outdoor space.

e Office use is likely to grow, with 38% of
occupiers indicating they expect utilization to
increase and 60% indicating that utilization has

stabilized.
® One tenth of US office buildings
account for 80% of the overall increase
in vacancy since the first quarter of
2020. These commodity buildings
tend to be in high-crime
areas, lack access to
amenities, and are
concentrated in mar-
kets that have been
slower to return to the
office. Other commodity
office buildings are performing
better than the average vacancy
rates would suggest.

® Only a small proportion

of the most functionally

obsolete office buildings are

good candidates for extensive renovation or
conversion to new uses. Current tight lending
standards, higher interest rates and higher con-
struction costs have made many rehabilitation
and conversion projects cost-prohibitive, absent
public subsidies.

Contributing authors of the report are Emil
Malizia, Ph.D., of University of North Caroli-
na-Chapel Hill and Malizia & Associates, LLC;
Shawn Moura, Ph.D., NAIOP; Dustin C. Read,
Ph.D./].D., Clemson University; Jessica Morin,
CBRE; and Julie Whelan, CBRE.

“The report finds that occupiers expect office
utilization to increase, which should help to
stabilize demand for office space. Companies
are refining their work from home vs. in-office
policies; at the same time, office space must
meet the needs of employees in terms of loca-
tion, flexibility and amenities to remain viable,”
said Marc Selvitelli, CAE, president CEO of
NAIOP.

Learn more at naiop.org.
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Leading developers & property managers trust UpShift, the nation’s
most-awarded agency with 20+ years of multifamily expertise.
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Iconic Properties For Sale

Two New Offerings from the Private Collection of Reputable Venice Holding Company

NEO-FACTO | 2110 Main Street, Santa Monica, CA
$10,800,000 | 9 Separate Retail, Office, and Residential Spaces

ACE Market Place | 1501 Main Street, Venice, CA
$10,190,000 | 13 Separate Retail and/or Office Spaces

Peter H. Hernandez
Douglas Elliman | DRE# 00411943

M 310.990.5905
peter.hernandez@elliman.com

Jason Froehlich
Douglas Elliman | DRE# 01009977

M 310.266.9585
jason.froehlich@elliman.com

Michael H. Hernandez

Real Investments | DRE# 00317670

M 805.985.1000
michael@realinvestments.com

Steven Canchola
Real Investments | DRE# 01901722

M 805.258.2078
steven@realinvestments.com

elliman.com

DouglasElliman
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Financing Offered by Walker & Dunlop

Peter Cartmell, BRE# 01894055

M 310.562.7302 | PCartmell@walkerdunlop.com . _Hﬂﬂ' “E“‘ I‘\‘FI*JST;“ENTS
By Cartmell, BRE# 01095078 /J\“JL\\E‘\

M 213.716.3203 | BCartmell@walkerdunlop.com

150 EL CAMINO DRIVE, SUITE 150, BEVERLY HILLS, CA 90212. 310.595.3888. DRE# 01947727. © 2024 DOUGLAS ELLIMAN REAL ESTATE. ALL MATERIAL PRESENTED HEREIN IS INTENDED FOR INFORMATION PURPOSES ONLY. WHILE, THIS INFORMATION IS BELIEVED TO BE CORRECT, IT IS REPRESENTED SUBJECT TO ERRORS, OMISSIONS, CHANGES OR WITHDRAWAL WITHOUT NOTICE. ALL PROPERTY INFORMATION, INCLUDING, BUT NOT LIMITED TO SQUARE
FOOTAGE, ROOM COUNT, NUMBER OF BEDROOMS AND THE SCHOOL DISTRICT IN PROPERTY LISTINGS SHOULD BE VERIFIED BY YOUR OWN ATTORNEY, ARCHITECT OR ZONING EXPERT. IF YOUR PROPERTY IS CURRENTLY LISTED WITH ANOTHER REAL ESTATE BROKER, PLEASE DISREGARD THIS OFFER. ITIS NOT QUR INTENTION TO SOLICIT THE OFFERINGS OF OTHER REAL ESTATE BROKERS. WE COOPERATE WITH THEM FULLY. EQUAL HOUSING OPPORTUNITY. &=y
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New Real Estate Trends Have Emerged in 2024

(ULI) and PwC US released “Emerging

Trends in Real Estate 2024,” an annual
report unveiling critical data and trends in
the development sector. In its 45th edition,
the report’s overarching theme is “The Great
Reset,” determining that the industry must
form new ‘norms’ and can no longer rely on
past benchmarks to determine how the mar-
ket will function in the future.

The report includes proprietary data and
insights from more than 2,000 leading real
estate industry experts, exploring shifts in the
property sector since the pandemic, changing
investor sentiment toward climate risks, the
emergence of impact investing, and other real
estate issues within the United States and
Canada.

“Despite economic headwinds and chal-
lenges with obtaining credit, there are oppor-
tunities available for high-quality properties
that meet the needs of investors and ten-
ants,” said Andrew Alperstein, a leader with
PwC’s US real estate practice. “Firms must
learn to ride out the current short-term risks
and adapt their growth strategy to succeed in
this period of higher-for-longer interest rates.”

Earlier this year, the Urban Land Institute

EMERGING TRENDS IN REAL ESTATE
REPORT’S TOP TRENDS:

¢ Retail outlook is exceeding expecta-
tions. Retail tenant demand has skyrocketed
over the past 18 months. The United States
closed 2023 with roughly 35 million square
feet of new retail product across all shopping
center types. The industry is coming to realize
that the nation will keep shopping for most
of its goods and many services in shopping
centers indefinitely, even if e-commerce con-
tinues to take market share away from in-store
retailers — due in the most part to a collec-
tive reassessment of the sector than by any
dramatic recent shifts in supply and demand
dynamics.

e Hybrid work is here to stay.
The real estate industry has largely accepted
that the office sector will not be returning
to its pre-pandemic state, as employee work
and commuting preferences are standing firm.
Office buildings have lost their appeal to
investors, with sales transactions down more
than twice as much as other major property
types. While there is a call for repurposing
of high-vacancy office buildings, industry
leaders caution that not all can be economi-

cally converted, and a better solution
may be demolishing them and repurposing
the land.

e It’s all about the debt. Rapidly rising
federal debt could potentially “crowd out”
private investments in the industry, leading to
slower economic growth and higher interest
rates, both of which would create long-term
delays on property construction, investments,
and returns. Primary debt sources such as
originations have fallen, enabling private
debt sources to step in where others refuse to
lend. Credit has become more expensive and
strictly underwritten, leading borrowers to
hold onto their existing debt. Despite the lack
of credit, some investors are cautiously pursu-
ing deals and lining up to take advantage of
undervalued assets. The industry is seeing its
highest “buy” rating since 2010, signaling a
favorable entry point for acquisitions after a
decade of unabating appreciation.

¢ CRE learning to navigate Al. Al
advancements are showing promise in the real
estate industry, offering capabilities such as
enhancing the property search and analysis
process, reshaping how investors assess poten-
tial investments, improving the customer

experience, and streamlining due diligence
and fraud detection in real estate transac-
tions. However, despite Al’s tenured use in
the industry, many of its capabilities are still
largely unknown to our CRE experts, with
lack of understanding and Al misinformation
being cited as key barriers to adoption.

e Adapting for future climate
challenges. The number of billion-dollar
climate events continues to rise and growing
government regulations and ESG mandates,
especially in leading CRE markets, means
property owners and managers have more rea-
sons than ever to make ESG a priority.

A way to achieve more sustainable develop-
ment is to reposition the development and
design process. Not every building will be
converted for each of their uses; some assets
will simply become obsolete and need to be
demolished. Architects and developers are
beginning to explore design for disassembly,
which could maximize economic value and
minimize environmental impacts of destruc-
tion and embodied carbon through reuse,
repair, remanufacture, and recycling.

Read the full report at pwc.com.
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