
 
 
 
 
 
 

REDEVELOPMENT AGENCY 
BOARD 

 HARRY S. MAVROGENES 
EXECUTIVE DIRECTOR 

 
 
 
 

 
SEE BELOW 

  
FEBRUARY 23, 2007 

 
INFORMATION 

 
SUBJECT: BEA SYSTEMS ACQUISITION OF THE SOBRATO TOWER 

AND SUBSEQUENT RELOCATION FROM NORTH SAN 
JOSE TO DOWNTOWN SAN JOSE 

 
Since early November 2006, Redevelopment Agency staff and BEA Systems 
executives, in coordination with the Sobrato Development Companies, have been 
exploring opportunities for the move of the BEA Systems headquarters to the 
“Sobrato Building” at 488 Almaden Boulevard in Downtown San Jose.  BEA 
Systems currently leases 225,000 sf of space on North First Street.   
 
On Thursday, February 22, 2007, BEA Systems announced its intention to acquire 
the building at 488 Almaden Boulevard, with assistance from the San Jose 
Redevelopment Agency, and executed a Letter of Intent with the Redevelopment 
Agency to pursue a Property Use Agreement.  Escrow is expected to close in April 
2007. 
 
This item is being brought to the Agency Board’s attention because of the major 
significance of this site to the economic vitality of the Downtown and because of 
recent public and media interest. This acquisition and the occupancy of all 380,000 
square feet will reduce the Class A building vacancy rate from 18.6% to 10.8%.  It 
is estimated that over 1,000 BEA employees and contract workers will be housed 
in the building generating multiplier impacts on the downtown economy. An 
article regarding the BEA acquisition of the site appeared in the San Jose Mercury 
News this morning. 
 
The Agency’s discussions with BEA since last Fall has centered on issues that 
would help close the financial gap between the sale and purchase price of the 488 
Almaden Blvd. building.   
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Agency staff has negotiated a term sheet with BEA Systems and prepared  a 
cost/benefit analysis, market analysis, and related due diligence as required under 
Redevelopment Law so that we could determine practical alternatives to present to 
the Agency Board.  Staff is prepared to submit the terms and conditions of the 
Property Use Agreement to the Agency Board for its consideration and approval at 
the March 20, 2007 Board meeting.  The goal is to release the staff report on 
March 6, 2007, two weeks prior to the Board meeting, as required under the 
Council/Agency policy. The summary of the deal terms and the executed Letter of 
Intent between the Agency and BEA System is attached for your reference.   
 
 
 
 
 

HARRY S. MAVROGENES 
 Executive Director 
 
 
Encl. 



ATTACHMENT 
 

BEA SYSTEMS – SUMMARY HIGHLIGHTS 
 
About BEA:   

• BEA is the world’s leading $1.4 billion application infrastructure software company 
• Currently located in a 225,000sf building on North First Street 
• Employs 800 people in San Jose; 5000 worldwide  

 
488 Almaden Boulevard Building 

• 380,000 sf Class A office 
• Will become BEA Corporate Headquarters 
• BEA plans to relocate its workforce of approximately 1,000 employees and contract 

workers to the downtown location by the first half of next year.  
• Estimated Total Assessed Value of Building is expected to be doubled at a minimum  
• Approximately $25 million landlord and tenant improvement investment 
•  

Letter of Intent (LOI) between Agency and BEA  
• Executed on  2/22/07 
• Speaks to the city’s interest to create a cluster of technology companies in Downtown 
• Office vacancy rate in downtown Class A office decreases from 18.6% to 10.8%.  

Overall office vacancy would reduce from 21% to 16% 
 
Proposed Deal Terms: 

• BEA shall occupy at lease 51% of the building at all times 
• Estimated Tax Increment over 28 years through FY 2035-36 (the current life of the 

Guadalupe/Auzerais Redevelopment Area) in today’s dollars = approximately $19 
million (total in real dollars = approximately $35 million) 

• Agency Participation in the deal = $13.32 million over 15 years; with larger payments 
in years 1-5 

• Public use of parking spaces:  30-year use of 388 spaces weekday nights, 7pm-
midnight; and 842 spaces weekends/holidays from 8am-12 midnight 

• Agency receives 50% of net operating profit from parking garage revenues 
• Agency to lease 30,000 sf of the building for 5 years for the purpose of subleasing the 

space for same period to emerging technology company/companies 
• Agency to allow BEA weekday, daytime, use 45 parking spaces on Agency-owned 

parking lot at Balbach/Almaden 
 
Other Agency/City Benefit/Assistance:   

• Facilitate expedited development permit process 
• Coordinate activities with utilities, VTA and others as necessary 
• Assist with pursuing enterprise zone benefits 
• Approximately 150 construction employees with $8 million payroll 
• 800-1000 employees with approximately $140 million annual direct payroll to visit 

downtown restaurants, arts and entertainment venues  
• Additional hotel rooms and convention center activity 
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