
BY KEITH BOWERS

The deal that saw VMware Inc. buy 
nearly 1 million square feet of space 
in Stanford Research Park from Roche 
appears to be simple: Fast-growing 
tech company buys space no longer 
needed by pharmaceutical giant. But 
the $225 million transaction was a 
long time in the making, and it faced 
numerous complications including a 
struggling market, the space itself and 
a Stanford ground lease.

The process began in early 2009, 
when Roche hired Cornish & Carey 
Commercial Newmark Knight Frank 

to value the 
property and 
see what could 
be done with it. 
The pharma-
ceutical giant, 
whose 2010 rev-
enue exceeded 
$59 billion, had 
c on s ol id at e d 
its operations 
in South San 
Francisco after 

purchasing Genentech Inc. and no lon-
ger needed the campus at 3431 Hillview 
Ave. in Palo Alto.

The approximately 996,000 square 
feet on 69.5 acres – which represents 
nearly 10 percent of the land in the 
research park – was a mix of office 
and lab space in an amalgamation of 

17 structures that had been developed 
at different times, said Joe Hamilton, 
a broker with Cornish & Carey who 
worked on the deal. Some buildings 
were nearly new, while others hadn’t 
seen improvements in a long time. 

Other Cornish & Carey brokers 
and executives involved in the deal 
include Ben Stern, Randy Scott and 
Erik Doyle.

Parking was another problem; it was 
adequate for the office-lab mix, Hamil-
ton said, but there wouldn’t be enough 
if the lab space were replaced by office 
or research and development space. 

Further complicating the situation 
was the ground lease, which Stanford 
held the right to terminate early.

“We were entertaining a range of op-
tions,” Hamilton said, including mul-
tiple subleases, as well as investors 
who considered buying the property to 
lease it themselves.

Hamilton said brokers valued the 
property at what they believed was 
a fair price, rather than what buyers 
might offer in a struggling market. 

“We hit the market at a very weak 
time,” Hamilton said.

Eventually a resolution proved to be 

close at hand – literally. VMware Inc., 
a cloud computing company whose 
2010 revenue was $2.85 billion, already 
leased about 70,000 square feet in the 
Roche campus, with its headquarters 
in an adjacent 460,000 square feet at 
3401 Hillview Ave. Yet the cloud com-
puting company was running out of 
space. VMware’s net income had in-
creased to $357 million from $197 mil-
lion in 2009. 

A document filed with the Securi-
ties and Exchange Commission shows 
VMware paid $225 million for the 
campus. Hamilton said that figure 
matches Cornish & Carey’s valuation 
almost exactly.

Hamilton said brokers negotiated a 
“very creative” restructuring of the 
ground lease with Stanford that in-
volved VMware’s existing lease and 
a buyout of the early-termination 
clause. Also included, he said, are 
additional rights to develop more 
buildings.

According to an 8-K filed with the 
SEC in June, the lease runs through 
2046, with VMware paying the uni-
versity an annual rate of $6.8 mil-
lion per year with a yearly increase 
of 3 percent. 

Annual rent of $1.1 million will be 
added upon the construction of new 
buildings, with a yearly increase of 
2 percent. The document states that 
such improvements are expected in 
2014. 
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Like: Facebook transaction sets valley record

VMware buys 69.5-acre Roche campus

VMWARE INC.
TRANSACTION AMOUNT: 
$225 million

PROPERTY SIZE: 996,000 
sq. ft. on 69.5 acres

PROPERTY LOCATION: 
3431 Hillview Ave., Stanford 
Research Park, Palo Alto

BY KEITH BOWERS

The February deal that saw Face-
book Inc. find a new headquarters in 
Menlo Park fits the dramatic rise of the 
company itself. The social media firm 
– created as a Harvard dorm-room ex-
periment in 2004 – established itself in 
various spaces in downtown Palo Alto, 
later graduated to Stanford Research 
Park, and now it will occupy a Menlo 
Park campus built for one of Silicon 

Valley’s former 
tech giants.

F a c e b o o k , 
which is not 
publicly traded 
but has been 
valued at vari-
ous times at 
more than $60 
billion, signed 
a 15-year lease 
to occupy the 
former Sun Mi-

crosystems Inc. site in Menlo Park 
with an option to buy the site after five 
years. 

That lease completed a sale-leaseback 
deal for more than 1 million square feet 
with Rreef, the real estate investment 
management firm of Deutsche Bank 

AG. Rreef had purchased the property 
from Oracle America Inc., a private 
subsidiary of Oracle Corp., whose lat-
est annual revenue was $35.62 billion.  
Oracle purchased the SunMicro co-
many  in early 2010 for $7.4 billion.

Further terms of the deal were not 
disclosed, but published reports has 
put the purchase price of the Sun cam-
pus at $100 million.

Colliers International represented 
Oracle in the deal.  According to mate-
rials supplied by Colliers, the Facebook 
lease was identified as the largest for of-
fice or research and development space 
ever recorded in Silicon Valley and the 
Bay Area. Colliers brokers involved in 
the deal include Phil Arnautou, Jeff 
Rogers, Doug Marks and Rick Knauf. 
Both Oracle and the brokerage declined 
to comment on the deal. 

The property includes 1 million 
square feet in nine buildings spread 
across 57 acres at Willow Road and 
Bayfront Expressway, plus an adjacent 
400,000 square feet on 22 acres that has 
two buildings at 312 and 314 Constitu-
tion Drive owned by a General Motors 
Co. affiliate. The properties are con-
nected by a tunnel that runs under-
neath Bayfront Expressway.

Facebook employs approximately 

2,000 people, two-thirds of whom 
are based in the Bay Area, and the 
company is growing at about 50 per-
cent annually. Facebook plans to 
have completed its move into the 
former Sun campus by the summer 
2012.

“Facebook is global,” Menlo Park 
Mayor Richard Cline said. “It’s a dy-
namic company, and it brings that 

dynamic brand to our town.”
A Facebook spokesperson said the 

company intends to keep a presence at 
its Palo Alto offices at 1050 Page Mill 
Road and 1601 S. California Ave., until 
the lease is up at the end of 2013.

Cornish & Carey Commercial New-
mark Knight Frank brokers Jack Tro-
edson, Joe Hamilton and Rod Scherba 
represented Facebook in the deal.

FACEBOOK INC.
TRANSACTION DETAILS: 
15-year lease with option 
to buy in five years

PROPERTY SIZE: 
1 million sq. ft./79 acres

ESTIMATED PURCHASE 
PRICE: $100 million

 ‘We were entertaining a range of options,’ 
                                                                   – Joe Hamilton, Cornish & Carey Commerical Newmark Knight Frank

Colliers International identified the lease as the largest for office/research and development space ever recorded in the Bay Area.

HUGE  EXPANSION:  VMware 
Inc. purchased nearly 1 million 
square feet of space in Stanford 
Research Park for $225 million.
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MAJOR MOVE: Facebook Inc. signed a 15-year 
lease for 1 million square feet at the former Sun 
Microsystems Inc. campus. 
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