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The biotechnology industry has long thought of 
itself as distinct from its big, bad pharmaceutical 
brethren, but come January it will have to convince 
Democrats it is right. 

When the Democrats take control of the House 
and Senate next year they are expected to sup-
port such measures as increased funding for the 
National Institutes of Health and fight for broaden-

ing support of embryonic stem cell research. But a 
list of issues such as drug reimbursement, generic 
biologics and U.S. Food and Drug Administration 
reform threaten to slow drug approvals, raise the 
cost of doing business and make the industry less 
attractive to investors.

“Our challenge is to make sure when they go 
to the floor during the stem cell debate and wax 
eloquent about how embryonic stem cell research 
will provide hope for patients with Parkinson’s and 
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TheNumbers: Bay Area bankruptcy filings
Overall, bankruptcies in San Francisco and Oakland have risen 
moderately since 2000 except for a major spike at the end of 2005 
driven by a change in bankruptcy law.

Source: RAND California

Beacon takes dive into office project pool
BY J.K. DINEEN
jkdineen@bizjournals.com

Beacon Capital Partners is going green at 
535 Mission St.

The Boston-based developer has filed 
an application with the city to build a 
LEED-certif ied 27-story office building 
at 535 Mission, the second developer this 
month to take advantage of a new city plan-
ning policy that gives processing prior-
ity to projects built to standards set by the 
Leadership in Energy and Environmental 

Design for sustainable buildings
On Nov. 2 the Business Times reported 

that Tishman Speyer is planning to build a 
33-story LEED building at 222 Second St. 
Beacon Capital filed its application Nov. 6.

The twin green towers proposed for the 
south financial district speak both to the 
bullishness of the downtown office market 
as well as the strength of the incentives 
created by the green building program. 
Under the program, project sponsors will-
ing to do LEED projects are guaranteed 
to have a city planner assigned within 

two weeks, and an initial review within 
another two weeks. While the Planning 
Department has become more efficient in 
recent months, typically developers have 
waited six months to a year to be assigned 
a planner to conduct an initial review.

Hellmuth, Obata + Kassabaum has been 
tapped to design the 350,000-square-foot 
building. Senior Planner Craig Nikitas 
called the initial design “sculptural, strong, 
and elegant” with tapered walls and a cur-
tain-wall system.
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Sutter won’t 
treat Kaiser’s 
growing pains 

Biotech’s new party line: We’re not pharma

MOORE: “Trying to ... avoid being collateral damage.”

With drug fi rms in Dems’ sights, industry gets ready to duck

Wants ‘green’ 
S.F. go-ahead 
for a 350,000-
square-foot 
offi ce tower

Neighborhood 
plan fuels fi rst 
building project

BY CHRIS RAUBER 
crauber@bizjournals.com

Sutter Health has canceled plans to allow 
Kaiser Permanente to “rent” its hospital net-
work, hoping to keep Kaiser from gaining a 
toehold in new non-HMO products.

The 26 Northern California hospitals run by 
Sutter Health will no longer serve Kaiser  enroll-
ees through  the Private Healthcare Systems 
Inc., or PHCS, contracting network. The reason, 
according to Sutter, is simple: It doesn’t want to 
help its largest competitor enter the California 
preferred-provider organization or PPO market. 

“Sutter Health providers will not be available 
through PHCS to Kaiser members, effective 
Nov. 28,” Sutter Health senior spokesman Bill 
Gleeson told the Business Times. 

He said the new strategy  includes all of the 
Sacramento-based system’s hospitals — which 
includes Bay Area stalwarts like California 
Pacif ic Medical Center in San Francisco, 
Burlingame’s Peninsula Medical Center, Alta 
Bates Summit Medical Center in Berkeley and 
Oakland, and Castro Valley’s Eden Medical 
Center.

Those providers “are available to consum-
ers through many other health plans,” Gleeson 

BY J.K. DINEEN 
jkdineen@bizjournals.com

  

F or six years local builder Brian 
Spiers has carefully watched 
the Market-Octavia plan wend 
its way through the city’s seem-

ingly endless planning process.

Now the plan is on the brink of 
passing, and Spiers is poised to be a 
pioneer in the new wave of housing 
development the zoning changes are 
expected to spur.

Spiers has acquired a prominent 
22,000-square-foot lot at the corner of 
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Filling up Market-Octavia
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PUMPED: 
Brian Spiers 
has signed up 
a “starchitect” 
for pioneering 
condo project 
at site of old 
Union 76 
station. 
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Neighborhood plan fuels 
first building project

For six years local builder Brian Spiers 
has carefully watched the Market-Octa-
via plan wend its way through the city’s 

seemingly endless planning process.
Now the plan is on the brink of passing, 

and Spiers is poised to be a pioneer in the 
new wave of housing development the zon-
ing changes are expected to spur.

Spiers has acquired a prominent 
22,000-square-foot lot at the corner of  
Buchanan and Market streets for between $9 
million and $11 million. Currently a Union 
76 gas station, the parcel is one of several 
along Market Street the plan identifies as a 
top priority for the Market-Octavia area.

The Market-Octavia plan aims to create 
a transit-oriented neighborhood with dense 
housing over retail and streets that that cater 
to walkers and bikers. The plan covers 379 
acres including Hayes Valley, a portion of 
Mid-Market and Mission Dolores and part 
of Duboce Triangle. The plan, could result 
in 4,400 more housing units over the next 20 
years, allows taller buildings near Van Ness 
Avenue and Market, but reduces heights in 
residential neighborhoods like Hayes Valley. 
It allows for three 400-foot towers clustered 
around the intersection of Market and Van 
Ness.

“There are a lot people waiting for this 
plan to go through -- they don’t want to sub-
mit anything under the old zoning,” he said.

Spiers has hired Miami-based design  
super star Arquitectonica to design an eight-
story, 115-unit building on a sloped lot  

stepping down from the tan art deco apart-
ment building above on Buchanan Street. 
Arquitectonica is more often associated with 
high-profile statement buildings like Tish-
man Speyer’s Infinity project on Rincon Hill, 
but Spiers was referred to the firm by another 
builder and he was thrilled it said yes.

“The Planning Department wants good 
design and I hired Arquitectonica because I 
wanted to give them good design,” said Spi-
ers. “If you go up and down Market Street, 
this is one of the most visible sites. It is an 
important corner within the plan.”

Spiers, a former carpenter, last year fin-
ished a 28-unit mixed-use project at 270 
Valencia St., next to the old Levi Strauss 
factory.

The plan requires ground-floor retail 
along Market Street between Noe Street 
and Van Ness Avenue. Spiers has 220 feet 
of frontage along Market Street and plans 
to build a restaurant and two retail spaces. 
Spiers owns two bars in the city, including 
the Lucky 13, just up Market Street from the 
site. He said he would have loved to have 

had the new plan in place for the Valencia 
Street project because it would have given 
him 15-foot heights on his ground floor  
retail, instead of 10.

Chris Foley of Polaris Group brokered the 
land deal and will market the condo project 
when it is done. He said that Spiers, a Sun-
set District native, was determined to build a 
“pioneering project under the plan.”

“He wants to really build an incredible, 
world-class building, which is why he hired 
a killer designer,” said Foley. “It is going to 
cost him a lot of money, but he wants to be 
proud of the building and for the city to be 
proud of the building.”

Lead Market-Octavia planner John Billo-
vits said he hopes the Planning Commission 
will approve the plan Dec. 7 and move it to 
the Board of Supervisors by Dec. 14.

He said it’s been satisfying to see develop-
ers like Spiers come forward plan-consistent 
projects.

“The plan is about more than just build-
ings, it’s about neighborhood building,” he 
said,
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added, “but we prefer not to contract with Kaiser 
or other health plans through rental networks 
like PHCS.”

And it appears that some independent, non-
Sutter medical groups and IPAs (independent 
practice associations) are coming to similar 
conclusions. Jim Slaggert, CEO of the Berkeley-
based Alta Bates Medical Group, which is not 
af f iliated with Sutter or Alta Bates Summit 
Medical Center, said his 600-doctor group just 
decided to stop making its physicians avail-
able to Kaiser members through PHCS for the 
same reasons. “Kaiser is our major competitor,” 
Slaggert said. “Anything that would aid them in 
the marketplace is not in our best interest.”

Kaiser did not make an official available for 
comment about these developments. 

The PHCS shakeup comes as Kaiser is 
attempting to introduce a number of new health-
plan options in California and elsewhere and 
move away from being seen as a one-size-fits-all, 
self-contained HMO. 

Kaiser executives, particularly Chairman and 
CEO George Halvorson, have long been con-
cerned that Kaiser’s dependence on its tradition-
al HMO model has resulted in large fixed costs 
and attracted an older and sicker enrollee popu-
lation, due in part to its historic role as a major 
provider for unions and blue-collar workers. 

This new challenge hits as Kaiser is battling 
continuing fallout from a scandal in its Northern 
California kidney transplant unit, a widening 
probe by the state Department of Managed 
Health Care into various customer-service, qual-
ity and oversight issues, and indications it may 
have to slash costs dramatically to avoid huge 
losses in coming years.

In June, Kaiser began offering a new prod-
uct for small businesses in California that lets 
employees choose among seven health-plan 

options, including several HMO offerings, a 
traditional indemnity plan, two point-of-ser-
vice plans that let them select between Kaiser 
and non-Kaiser doctors, and a PPO that allows 
them to go entirely outside Kaiser’s Permanente 
Medical Group for physicians. But the non-
HMO and non-Kaiser options depend on a 
rented provider network supplied initially by 
CCN and, since June, by Waltham, Mass.-based 
PHCS. 

Kaiser had previously offered PPO and POS 
products that made non-Kaiser physicians avail-
able to some of its Northern California enrollees, 
but this summer it bundled a number of options 
into a package for small businesses. Dennis 
Lum, Kaiser’s vice president of channel strategy 
and systems, stressed at the time that the non-
HMO products are available only to employers 
who also offer Kaiser’s traditional coverage.

“Sutter’s claim is that they never authorized 
resale of their discount PPO program to another 
(competing system),” in this case Kaiser, said 
a health-care consultant familiar with some 
aspects of the situation. The consultant said a 
massive Sutter defection from PHCS’s propri-
etary contracting network in the region would 
“almost take Kaiser out of the PPO market” in 
Northern California, due to Sutter’s dominant 
position in many parts of the region. 

“Who’s going to want a PPO program with-
out Sutter’s hospitals?” he said. And an exodus 
by non-Sutter physicians could exacerbate the 
problem.

Sutter, meanwhile, said Kaiser can offer any 
products it wants, just without Sutter’s assis-
tance. “They’re certainly free to keep market-
ing that kind of (PPO) product,” Gleeson said, 
“there are plenty of providers out there.”

Chris Rauber covers health care for the San Francisco 
Business Times. ■

KAISER: Rivals decide that aiding Kaiser just isn’t healthy 
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Buchanan and Market streets for between 
$9 million and $11 million. Currently a 
Union 76 gas station, the parcel is one 
of several along Market Street the plan 
identifies as a top priority for the Market-
Octavia area.

The Market-Octavia plan aims to cre-
ate a transit-oriented neighborhood with 
dense housing over retail and streets that 
that cater to walkers and bikers. The plan 
covers 379 acres including Hayes Valley, 
a portion of Mid-Market and Mission 
Dolores and part of Duboce Triangle. The 
plan, could result in 4,400 more hous-
ing units over the next 20 years, allows 
taller buildings near Van Ness Avenue 
and Market, but reduces heights in resi-
dential neighborhoods like Hayes Valley. 
It allows for three 400-foot towers clus-
tered around the intersection of Market 
and Van Ness.

“There are a lot  people waiting for this 
plan to go through — they don’t want to 
submit anything under the old zoning,” 
he said.

Spiers has hired Miami-based design 
super star Arquitectonica to design an 
eight-story, 115-unit building on a sloped 
lot stepping down from the tan art deco 
apartment building above on Buchanan 
Street. Arquitectonica is more often 
associated with high-profile statement 
buildings like Tishman Speyer’s Infinity 
project on Rincon Hill, but Spiers was 
referred to the firm by another builder 
and he was thrilled it said yes.

“The Planning Department wants 
good design and I hired Arquitectonica 
because I wanted to give them good 
design,” said Spiers. “If you go up and 
down Market Street, this is one of the 

most visible sites. It is an important cor-
ner within the plan.”

Spiers, a former carpenter, last year fin-
ished a 28-unit mixed-use project at 270 
Valencia St., next to the old Levi Strauss 
factory. 

The plan requires ground-floor retail 
along Market Street between Noe Street 
and Van Ness Avenue. Spiers has 220 
feet of frontage along Market Street and 
plans to build a restaurant and two retail 
spaces. Spiers owns two bars in the city, 
including the Lucky 13, just up Market 
Street from the site. He said he would 
have loved to have had the new plan 
in place for the Valencia Street project 
because it would have given him 15-foot 
heights on his ground floor retail, instead 
of 10.

 Chris Foley of Polaris Group bro-
kered the land deal and will market the 
condo project when it is done. He said 
that Spiers, a Sunset District native, was 

determined to build a “pioneering project 
under the plan.”

“He wants to really build an incred-
ible, world-class building, which is why 
he hired a killer designer,” said Foley. 
“It is going to cost him a lot of money, 
but he wants to be proud of the building 
and for the city to be proud of the build-
ing.”

Lead Market-Octavia planner John 
Billovits said he hopes the Planning 
Commission will approve the plan Dec. 
7 and move it to the Board of Supervisors 
by Dec. 14.

He said it’s been satisfying to see devel-
opers like Spiers come forward plan-con-
sistent projects.

“The plan is about more than just build-
ings, it’s about neighborhood building,” 
he said,

J.K. Dineen covers real estate for the San 
Francisco Business Times. ■

OCTAVIA: Plan bringing a bit of Miami glitz to a former corner gas station
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“All four vertical faces slope inward 
as it rises,” said Nikitas.

 HOK, which itsel f works in a 
LEED-certified office at 1 Bush St., 
has been a leader in green design, and 
earlier this year published a 450-page 
book on sustainable design. Officials 
from HOK and Beacon Capital did not 
return calls seeking comment.

Over the past decade, the site at 
535 Mission has been the focus of 
several development schemes, both 
office and residential. In April, after 
entitling the site for a condo tower, 
developer Monahan Pacific sold it to 
Beacon, citing an “overheated” res-
idential construction environment. 
Before the Monahan Pacific propos-
al, Hines had entitled it for an office 
complex, but dropped those plans 
after the tech crash of 2000. Beacon 
bought the land for $30 million, $10.8 
million more than Monahan Pacific 
paid in 2003.

The project is next to the only office 
highrise currently under construction, 
Tishman Speyer’s 555 Mission. The 
south financial district has a 9.5 per-
cent vacancy rate, with average asking 
rates of approximately $40 a square 
foot. Overall downtown Class A vacan-
cy rates are 11.1 percent, with average 
rates of about $36 a square foot.  

J.K. Dineen covers real estate for the San 
Francisco Business Times. ■
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HALVORSON: Kaiser has to be more than just an HMO.
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BEACON: Developer 
planting green flag at 
Mission Street office site

SPIERS:
“There are a lot 
of people waiting 
for this plan to go 
through.”
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