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Is San Diego’s Middle Class Housing

DISAPPEARING?

Residential
Market
Update

BORRE
h
t
i
W WINCKEL

CEO of BIA San Diego

By: Mary Montgomery

Q

uality, affordable-priced housing in San Diego is hard to
come by. When found, it’s often a severe drain on the pocketbook
of working families. Borre Winckel, President and Chief Executive Officer of the
Building Industry Association (BIA) of
San Diego looks at the big demand for
middle class housing.
“We can no longer build housing for the
middle class,” said Winckel. “When we
look at the building permits that have
been pulled this year, we see two markets that are polar opposite: a modest
amount of construction at the low end,
which is low-income, subsidized housing, virtually nothing in the middle, and
then a modest volume of construction
both for sale and for rent.”
Building permits for rentals currently
make up the largest market segment,
with permits for Class A apartment
buildings comprising two-thirds of
10,000 year 2015 permits.
“This means steel-framed towers, parking downstairs and $3,000 to $4,000 per
month rent,” said Winckel. “What we
see happening in the next 18 months is
that we are running out of people who
can pull that type of monthly income
together, so the worry is the implication
for the labor markets in San Diego. If
Residential continues on Page 8
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Residential continued from Page 7
we fail to add new construction in
the middle, the workforce will have
trouble finding homes and they’ll
start looking for places elsewhere.”
This is not a new phenomenon.
The San Diego region has always
had a supply and demand imbalances and the market has reacted accordingly. But, according to
Winckel, for the first time, a new
condition of the industry’s inability
to build for the largest segment of
demand has entered the picture.
“We cannot build it – period,” he
said. “This is having reverberations
in the resale market. People are
catching on that there is very low
volume new construction available, so people aren’t selling their
houses and are staying in place.”
The days of downsizing to a smaller
home in retirement and pocketing
the savings from the sale of a larger home are quickly fading with
the new reality that the replacement house costing just as much if
not more than the larger home.
“San Diego has the worst income-to-housing cost ratio in the
state,” said Winckel. “We are becoming the Bay Area South, with

8

one main difference: people in the
Bay Area are generally pulling in
higher incomes as a percentage
of their housing costs. This does not
bode well for San Diego.”
There is hope. Winckel says that the
low number of middle class housing construction projects has begun to change the public discussion about required action.
“For the first time, public officials
are talking about the need to increase the supply of housing,” he
said. “This is a sound that we haven’t heard before and it’s a refrain up and down the state, most
recently with emphasis from the
Governor.”
Acknowledging California’s need
for more middle-market housing,
Governor Jerry Brown has proposed sweeping legislation that
would allow new market-rate attached housing projects with onsite affordable housing to be approved “as of right.” New projects
with 20 percent affordable housing
for tenants making no more than
80 percent of the area median income or projects with 10 percent
affordable housing located near
public transit would be exempt
from local review. Potentially California’s most significant housing

policy change in years, the proposal has big ramifications across
the state, where many cities and
groups have fought residential development. The trailing legislation
to the state’s 2016-2017 budget
would require state assembly and
senate approval.
Whether it’s the sheer pent-up demand or working families who are
cost burdened by paying between
30 to 50 percent of their income on
housing, the housing affordability
crisis is widespread. A recent study
by Dr. Lynn Reaser, Chief Economist
at Point Loma Nazarene University’s
Fermanian Business & Economic
Institute, found that 40 percent of
every dollar spent building a house
for sale or for rent goes to government expenditures in the form of
regulatory and environmental risk
mitigation activities, including fees
and time wasted on process.
“That’s 40 cents on the overall
development dollar – not just the
construction cost dollar – going
towards regulation,” said Winckel.
The BIA is concerned that regulation increasingly focused on global warming, climate change and
greenhouse gas mitigation requirements will make matters worse.
“While we know that fees for construction are in the $100,000-range
for a house in many communities,
this doesn’t really ring any bells with
city hall and the public at large.
What does $100,000 mean? Homes
are selling for $500,000, $600,000
and $700,000 and $100,000 in regulatory fees sounds like a necessary evil, right? Knowing that this
percentage is growing starts to
explain why the middle of the market, which is most sensitive to that
cost factor, is uniquely affected.”
A piece of good news from the
BIA/Point Loma Nazarene Univer-

CONTRACTOR NEWS

JUNE 2016

info@contractor-news.com

A Special Thanks to KB Homes
for allowing us to take photos
of their Jobsite!

sity study: a 3% reduction in the 40 cents of the overall development dollar being expended on regulatory
fees would equate to 7,000 new middle class housing
units in San Diego.
“We don’t care where that 3% comes from, whether it’s
3% more efficiency, 3% more fee reductions, or a combination of several cost-cutting factors,” said Winckel.
“The good thing is that, most of the public officials we
bring this to say, ‘tell us what we can do.’ We are pinning our hopes on convincing public officials and the
public that ‘something’s got to give.’ It’s the human
condition to let things go so far afield until something
really bad happens, but I think we still have time.”
The Building Industry Association (BIA) of San Diego is a
non-profit trade association that represents the 1,300
member firms and 140,000 employees who earn their
livelihood in the residential and commercial building
industries. BIA members generate thousands of jobs
in the San Diego region and are an important driving
force in our local economy, supporting the efforts to
build all types of residential and commercial projects,
uniting the industry and broader business community
around a common vision for community growth and
development.
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(Left) Mike Klose, Project Manager with
(Right) Scott Lamkin, Superintendent
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SHERRY YARBROUGH

retires

Sherry Yarbrough to retire from
Apprenticeship Training Trust
Shandon Harbour named successor
Article provided by ABC San Diego

S

herry Yarbrough,
Executive Director of the Associated Builders and
Contractors Apprenticeship Training Trust,
announced her retirement effective December 31, 2016. Yarbrough has served as
Executive Director for
17 years.

Shandon
Harbour,
currently Vice President of Safety and Education
for the San Diego Chapter of ABC, will succeed
Yarbrough as Executive Director. Harbour has
been appointed Deputy Director for the Apprenticeship Training Trust effective immediately, working with Yarbrough to aid in a smooth transition.
Harbour has built a top quality journeyperson and
safety training program and will continue those
programs under the ABC Apprenticeship Training
Trust.
“Sherry’s innovative thinking and strong leadership have made the San Diego ABC apprenticeship program the standard for excellence among
skilled craft professional apprenticeship programs
nationwide,” said Brian Lynch, board chairman
of the ABC San Diego Apprenticeship Training
Trust Board of Directors. “Speaking for San Diego
County’s construction industry, we have all benefited from hiring local, well-trained, highly skilled
professionals.”
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“We’re fortunate to find a well-qualified candidate like Shandon Harbour within the ABC family
and have the transition time with Sherry to take
on this critically important role,” said Lynch.
Yarbrough administers and oversees an
award-winning, nationally recognized, accredited training program through ABC San Diego for
merit-shop state and federally registered apprentices. The program offers a three-five year training program in five different construction crafts
including electrical, plumbing, pipefitting, sheet
metal/HVAC and electronic systems technician.
Prior to being hired by ABC San Diego in 2014,
Harbour’s entrepreneurial and construction experience included serving as part of the management team and eventually President of SDA
Security. Harbour also has an educational background having worked as a multi-level teacher
and Peer Coach for the San Diego Unified School
District.
About ABC San Diego
Associated Builders and Contractors (ABC) is a
national trade association representing 22,000
members from more than 19,000 construction and
industry-related firms. Founded on the merit shop
philosophy, ABC and its 70 chapters help members develop people, win work and deliver that
work safely, ethically and profitably for the betterment of the communities in which they work.
The San Diego Chapter of ABC represents construction and construction-related firms throughout San Diego County. To find out more about
ABCSD, visit www.abcsd.org.
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Make us apart of your marketing strategy

The Voice of the Construction Industry
With 3 different magazines, Contractor News covers all local
construction related stories and news. Advertising with us is
a great way to brand your business, and get your company
seen by a wide variety of construction industry professionals.
Call today to see how we can help!

CNV: A Monthly
Magazine that covers
all things construction.
From local projects,
to advice on legal
matters, CNV has it all!
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JACK CHAPEL
wins national award
NEF Awards their 2016 Carol A. Kueker Construction
Education Visionary Award to Jack E. Chapel,
Education Coordinator for Associated General
Contractors of America – San Diego Chapter, Inc.
Apprenticeship & Training Trust

ORLANDO, FL, May 31, 2016
– The NAWIC Education
Foundation (NEF) awarded its 2016 Carol A. Kueker
Construction
Education
Visionary Award to Jack E.
Chapel, Education Coordinator, Associated General Contractors of America, Inc.
Apprenticeship Training Trust, San Diego, CA. Chapel received this award for his passion for providing work-based
educational opportunities for all students.
Chapel began working in the construction industry at the
age of 13 pushing a broom and stacking lumber for a
family friend’s construction company. He graduated in
2005 from San Diego State University; with his BA in Social
Science and then entered the Social Science teacher
credential program. Chapel was recruited for a teaching position at San Diego’s Stanley E. Foster Construction
Tech Academy (CTA) to work as the advanced computer
aided drafting and general construction instructor. While
at CTA he partnered with Stanford University and the Bill
and Melinda Gates Foundation to develop many small
high school Linked Learning innovations. Chapel quickly became involved in several other programs at CTA including administrative leadership team, senior class lead
teacher, assistant wrestling coach, Mentor for the Kearny
Photo Club, the Ladies of CTA and Camp NAWIC.
In 2009, Chapel became the Education Coordinator for
AGC Apprenticeship Training Trust. He continues to volunteer with many AGC Committees such as Safety Committee, Build and Serve Committee, Education Committee and Foundation for Success Committee. His passion
for providing work-based education opportunities to all
students has resulted in his volunteering as Chairman of
California Building Trades Technical Committee for SKILLS
USA-California.
In nominating Chapel for NEF’s award, Glenn Hillegas, Executive Vice President for The Associated General Contractors of America – San Diego Chapter, Inc. Appren16
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ticeship & Training Trust, stated “I highly recommend Jack
Chapel to receive the Carol A. Keuker Construction Education Visionary Award. In my 35 year educator career in
public high schools and in the California apprenticeship
community, I have never seen a more passionate advocate and trail blazer who is willing to do ‘whatever it
takes’ to develop and implement high quality construction education programs to prepare underserved and
underrepresented youth for the California workforce.”
The Carol A. Kueker memorial award recognizes individuals for their passion and dedication to NEF programs
and the promotion of construction education through a
variety of avenues. The special award is given to select
individuals meeting the highest caliber of achievements
demonstrated by Kueker. It is named in honor of the late
Carol A. Kueker, a long-time trustee and volunteer who
served as president of NEF. Kueker was instrumental in
promoting the core purpose and goals of the organization.
NEF was founded in 1972 by volunteers from the National
Association of Women in Construction (NAWIC) who saw
a need for quality training programs in the construction
industry. Based in Orlando, FL, NEF is responsible for administering a variety of K-12 programs that help educate
today’s youth to pursue construction careers. In addition,
NEF offers a full-range of self-study construction industry
programs for adults. NEF maintains partnering agreements with various education-related organizations that
allow it to expand its offerings of educational programs,
many of which are offered online. NEF is recognized by
the IRS as a 501(c)(3) non-profit education foundation to
which tax deductible contributions can be made.
The core purpose of NEF is to educate the construction
industry today…and tomorrow. Its goals are to provide
quality education programs for the construction industry
and to promote the benefits of a career in the industry.
For additional information about NEF, including its educational courses, go to www.nawiceducation.org, send an
email to nef@bellsouth.net or call (866) 277-2883.
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P.S.

it’s the law

CONSTRUCTION LAW BY PAM SCHOLEFIELD

10815 Rancho Bernardo Road Ste 105 San Diego, CA 92127 P: 858.613.0888

TO LIEN OR NOT TO LIEN...
THAT IS THE QUESTION
who, exactly, has lien rights and your seemingly simple
question, unfortunately, cannot be answered with a
“yes” or “no.”
Per the lien statutes, you can file a mechanic’s lien
after you have “ceased furnishing labor, services,
equipment, or materials” to the project. So the first
question is whether or not your company is still leasing its
equipment to the site. Assuming that you’ve retrieved
your equipment, we have to assume that the project
is ongoing or, if not, that the time to record a lien has
not expired. Timing on mechanic’s liens is definitely the
subject deserving its own article.

Q

uestion: Our company is a construction equipment rental company. Some of our equipment was leased by a contractor to use for
a cold storage facility expansion. The expansion also
includes relocating the plant’s emergency power system. The contractor rented from us various items such
as a backhoe, emergency generators, and site fencing. The contractor has fallen way behind in making
payments for the rented equipment. We provided the
20-day preliminary notice as required for this project
when we first sent the equipment out. Can we record
a mechanic’s lien now to protect our rights to payment?
Answer: The right to a mechanic’s lien for persons supplying labor, services, equipment, or materials to improve property is vested in the California Constitution.
The public policy behind liens is to prevent a property
owner from being unjustly enriched by the value added to their land if the one who supplied the labor, services, equipment, or materials for that increased value went unpaid. But, it is not always easy to figure out
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Next, we have to consider each
piece of equipment you are supplying and determine whether or
not it was “used or consumed” in
the “work of improvement.” Court
cases analyzing this statute have
held that the word “used” means
actually and directly used to improve the property and increase
the property’s value.
The leasing of the backhoe would
most likely entitled you to lien the
property for the rental charges that
have not been paid for that piece
of equipment. The backhoe was
used for earthwork that altered the
property. Thus, the backhoe was
used in the work of improvement,
meaning it was used to directly improve the property.

used to improve the property. But,
if the generator, or backhoe, was
delivered to the jobsite and left
there for the duration of the leased
time, but for some reason sat idle
and was never used, there may be
an argument that the rental company does not have mechanic’s
lien rights in that situation because
the equipment was never actually
used to improve the property.
By your question, it would seem
that the emergency generators

were rented to be on site for the
purpose of supplying backup power to the existing operations just
in case the normal utility power
failed during the time the plant’s
emergency power system was being relocated. If that is the case,
then how would those generators,
themselves, be adding value to the
property? In this case, are they or
are they not like the fencing? They
are needed in order for the project
to go forward. But, the generators
SCHOLEFIELD continues on Page 20

On the other hand, site fencing,
if it is temporary used during the
course of construction, is usually
not an item that would entitle a
rental company to lien rights. The
fence may have been required by
contract, insurance or even a local
ordinance, and may have actually been in place during the construction work. Without the fencing
in place, the contractor probably
would not have been allowed
to proceed with the construction
work. So, there is no doubt that the
fencing was a necessary element
in completing the work of improvement. But, if the fence was constructed solely for security and liability purposes. It is temporary and
does not, itself, directly improve
and add value to the property.
The emergency generators are another issue all together. In some instances, a generator may be used
to supply power to a jobsite in order to power up various tools being
used to perform construction work.
Wouldn’t that be similar enough
to the backhoe? Each piece of
equipment, while not permanently
installed on the land, was actually
760.466.7790
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SCHOLEFIELD continued from Page 19
are not actually and directly used in the actual work of
improvement. So, there is no clear answer on whether
or not payment for the generators can be secured by
a mechanic’s lien.
You also have other methods to use to “encourage”
the general contractor to pay you. You may consider
serving a stop payment notice. While the rules are the
similar to mechanic’s lien as to what types of work and
rental services can be secured, you do not need to
wait until you’re finished providing the equipment before serving a stop payment notice. A stop payment
notice requires the owner to hold money back from
the general contractor, which tends to bring the issue
to a head for prompt resolution. Since stop payment
notices are not recorded, it is easy enough to provide
a withdrawal of the stop payment notice in exchange
for payment.
Unfortunately, as you see, mechanic’s lien rights are
not very straightforward, but then most things are not
when it comes to legal right and responsibilities, that’s
just the nature of the game!

To contact Pam, email:
info@construction-laws.com
General Disclaimer
The information in this article is based upon California
law and is for general information only. Any scenarios
or hypotheticals are provided only to illustrate laws
and legal principals in general. Any information
or analysis presented here is intended solely to
inform and educate the reader on general issues.
Nothing presented or referenced to, regarding facts,
documents, or applicable laws, constitutes legal
advice. Before acting or relying on any information,
including any information presented here, consult with
a qualified attorney for your specific situation.
Scholefield holds an active PE license in Colorado, an
undergraduate engineering degree from the University
of Florida, and received her JD from the University of
San Diego.
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SDSU’S CEM

Event

celebration luncheon

May 24, 2016 at Conrad Prebys Aztec Student Union

O

n Tuesday, May 24th, 2016 the SDSU’s JR Filanc Construction Engineering and Management Program hosted its Celebration Luncheon at the Conrad Prebsy Aztec Student
Center. This Luncheon is the program’s main fundraising event that helps support students and faculty with miscellaneous expenses throughout the year.
This year, the construction industry raised $75,000! Over 340 industry executives attended the
event which also honored the San Diego Regional Airport Authority for being an outstanding
partner to the local construction industry and for the graduates that performed work at Lindbergh Field. The keynote speaker, Coach Steve Fisher, entertained the crowd with personal
stories from his coaching career.
If you would like to make a donation to the SDSU Construction Engineering and Management
Program please visit http://eon.sdsu.edu/~consengr/giving-to-CEM.html
Photos courtesy of SDSU and Nathan Padilla Bowen Photography
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NEWS FROM
around the us

SF SCULPTURE NEARLY
AS TALL AS STATUE OF
LIBERTY

MILWAUKEE TOOLS
JOINS BUCKS ARENA
CONSTRUCTION

WORK UNDERWAY AT
INTERNATIONAL SPY
MUSEUM IN DC

A new statue in San Francisco’s
Trinity Place is being constructed
out of 2,500 stainless-steel pieces.
The pieces are fused together in a
way that appears to be seamless.
Rising 93 feet, just 18 feet shy of
the Statue of Liberty, the “Venus”
statue resembling a woman, will
cost approximately $1.5 million. The
statue is in the middle of a square,
surrounded by a 1900-unit rental
complex, which provides much
needed shadows on the statue
which the steel design would be
blinding in direct sun. The statue is
due to open Spring 2017.

In Milwaukee, a new multi-purpose
sports complex is being built where
NBA’s Bucks will play. Milwaukee
Tools have joined forces and rebranded the construction zone
“Milwaukee Tool Construction Site”
which will give the tool company
exposure while giving back. They
are opening their entire catalog
of power tools, hand tools, and
accessories available to the arena’s
project manager for use on the
project to enhance productivity.
Milwaukee Tool started in 1924
and has been an iconic brand for
Milwaukee and Wisconsin.

Time to turn in your grenade watch
Bond! The International Spy Museum
that opened in 2002 in Washington
D.C. is moving forward with it’s latest
expansion plans while staying in the
D.C. area. The new 140,000 SqFt
building has a unique design, and
has many fun and exciting features
including a glass “veil” suspended
in front of an enclosed “black box”
exhibition space that will allow
the movement of people to be
visible from both inside and outside
contributing to the espionagerelated museum theme. It is due to
open in Spring 2018.
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For Lease By Owner
Contractors Offices in Poway Business Park

33,000 Total Square Feet

Property Details
This spacious property located in the Poway Buisness Park, has two adjacent contractor-ready office
buildings. The property includes 140 parking spaces, secured/fenced parking area, outside storage,
seperate SDG&E services for both buildings, an emergency generator, building access control,
camera’s & alarm system for yard and parking area, 2 electric gates and power for 6 electric
vehicle charging stations.

Building #1 - 2 Story with Elevator - 27,000 SqFt
75 Individual Offices - most with windows,
built-in plan tables, work area, shelves,
plan storage & file storage
3 Conference Rooms
1 Training Room
Vault
Record Storage Areas
Lunch Room
Copier & Plotter Areas
2 Reception Areas
Restrooms
Warehouse

Building #2 - 2 Story - 6,000 SqFt
12 Individual Offices - most with built-ins
8 Cubed Offices - with built-ins
1 Conference Room
Lunch Area
Reception Area
Record Storage Area
Copy & Plotter Areas
4 Restrooms

760.466.7790
JUNE 2016
Contact
Owner For More Information

(619) 813-786625
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CONTRACTORS:

Prepare for the New Lease Standard

T

he Financial Accounting Standards Board
(FASB) officially issued its long-awaited revision to lease accounting on February 25,
2016. The new standard is intended to improve
financial reporting regarding leasing transactions
by requiring companies to report most leases on
the balance sheet and eliminate off-balancesheet reporting of assets and liabilities related to
the rights and obligation created by operating
leases.
Under the current accounting model, a company would determine the appropriate accounting
treatment for the lease arrangement by applying
a classification test based on specific criteria:
•

leases are classified as capital leases whereby the lessee would recognize the lease assets and liabilities on the balance sheet (for
example, an equipment lease that the lessor
will transfer ownership of the equipment to the
lessee at the end of the lease term)

•

leases are classified as operating leases
whereby the lessee would not recognize the
lease assets or liabilities on the balance sheet
(for example, a lease of office equipment for
2 years)

The new lease accounting standard will now require organizations that lease assets – or lessees
– to recognize assets and liabilities on their balance sheets for leases with terms of more than
12 months. Lessees will need to recognize a rightof-use asset and a lease liability which will be
equal to the present value of lease payments.
Short term leases (with terms less than 12 months)
will continue to be straight-lined similar to current
rules for operating leases. For income statement
purposes, the recognition, measurement, and
presentation of expenses and cash flows arising
from a lease will depend on its classification as a
finance lease or operating lease, similar to current lease accounting guidelines.
The new standard will also require extensive quan-

Of the many figures that go into managing your own vehicles, one matters most to your bottom line – total cost of ownership.
It’s the most effective way to measure success in fleet management, and largely determined by what happens between buying
and selling your vehicle. That’s why we’re here – to help contractors streamline their fleet, improve cash flow and optimize
operations every step of the way.
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titative and qualitative disclosures, including significant judgements made by management, to
provide investors and other financial statement
users greater insight into the amount, timing, and
uncertainty of cash flows arising from leases.
The standard is effective for US GAAP public companies for fiscal years, and interim periods within those fiscal years, beginning after December
15, 2018. Thus, for a calendar year company, the
ASU would be effective January 1, 2019. Nonpublic companies will be required to apply the new
leases standard for fiscal years beginning after
December 15, 2019 or essentially January 1, 2020
for nonpublic calendar year-end companies. Early adoption is permitted and the new standard
must be adopted using a modified retrospective
transition.
Transition to the new standard will have impacts
beyond just financial reporting that should be
considered when developing an overall transition strategy. As a result of the changes to the
balance sheet, the transition to the new standard

760.466.7790

may impact debt covenants, apportionment of
income for state taxes, and lease versus buy decisions.
At Gelman LLP, not only will we help our clients
adopt the new standard, we will use this as an
opportunity to help analyze the lease vs. buy decision for our clients. While adopting a new standard may prove to be painful, it can provide an
opportunity to re-visit the overall leasing portfolio
of a company and select the best option under
the new standard.
This article was written by Lanna Rodriguez, CPA.
Ms. Rodriguez is a senior accountant in Gelman
LLPs audit department.

About Gelman LLP

Gelman LLP was established in 1983. The firm serves hundreds of
business and individual clients throughout Southern California. We are
committed to providing superior audit, accounting, tax, and business
advisory services in a manner that is timely, professional and personal. As
a local firm, with national and international resources, Gelman LLP attracts
talented and experienced staff members who provide clients with service
that exceeds expectations.
For more information,
visit http://gelmanllp.com
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