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COVID & COMMERCIAL REAL ESTATE

Just a blip on the radar, 
or lasting change?
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What effect did and does COVID continue to have on the construction environment and 
construction lending?

Brian Sheldrick: What we saw was a bit of a wait-and-see from our smaller developers 
who were a little more concerned about the short-term effects. A lot of our larger 
construction developers have projects that have been in the pipeline for years. While this 
economic downturn was a bit unique, they’ve lived through a couple of them.

From a standpoint in the construction cycle of not being in operation yet, they were 
able to take advantage of low rates. Other than the cost of their materials going up, as 
we saw towards the end, a lot of it was business as usual for our larger developers. Our 
smaller developers were less used to these kind of moments in time. But most of them 
have come back to doing renovations of multifamily or other projects.

Lafonso Bonner: We had to reinforce our safety. We had to have daily reporting for COVID 
testing. If anyone had been around anybody who had COVID or had contracted COVID in 
the last 14 days, we had to have daily sign-in sheets saying that that was not the case and 
that they were okay to work. We had to increase our disinfectant on the job sites, provide 
our employees with hand sanitizers and different disinfectants to clean their tools, and 
had to wear a mask anywhere we went.

I do light residential, and believe it or not, I had an uptick in business because of 
the fact that people were home and they wanted to make these improvements. On the 
commercial side, they had the Paycheck Protection Program (PPP) loans and wanted to 
spend that money. So it was a mix of good and bad. From an operational standpoint we 
provided people with all the necessary safety measures to keep everyone safe involved, 
but business actually increased.

The pandemic has raised more discussion about the shift to a work-from-home or 
hybrid office environment. What are you seeing in the region?

Jeff D’Amore: Workplace office strategy has really been brought to the forefront for many 
industries. Everybody talks about downsizing or subleasing properties. Luckily, we have 
a lot of large stable companies here in the region. A lot of them are in a holding pattern. 
They’re waiting to see when and how they’re going to bring back all of their employees. 
What we’ve seen over the last several months is a lot of employers really starting to bring 
back employees. They’re either making them, or extending the invite for them, to come 
back for two to three days in the office to have these staggered shifts, and working from 
home the balance of the week.

One of these companies has a division of about 45 people. That division is required to 
come into the office for one week, and then they work from home for three weeks. There’s 
this large rotation that you see in this team, and right now most of that has been done to 
accommodate social distancing. I think a lot of these companies are looking at this and, 
again, they’re in this holding pattern waiting to see the true impacts of the pandemic 
before pulling their teams back into the office. I think that’s going to change after Labor 
Day, which is a time that many employers seem to be targeting.

What’s been the impact from a legal standpoint?

Christopher McDonald: Most of what I’m seeing is more of what I’d call bookend 
litigation. On the front end – property acquisition, approvals and areas like that. On the 
back end, whether it be a tax certiorari or something in operations. I’m seeing fewer 
active owner/GC type of construction disputes, though my guess is that’ll sort of heat 
up as things progress. Obviously, too, with the moratorium on evictions, that’s been at a 
standstill and everyone’s waiting to see how that’s going to shake out.

How does product availability play into all of this?

Bonner: Lead times on products have been very bad and caused a problem dealing 
with my clients because when I go through the supplier and they say two to three 
weeks, supplies are actually taking eight weeks. The scheduling for those has been 
very problematic, trying to keep jobs moving forward while waiting on materials, then 
jumping back to that job when the materials come in. That’s been a real nightmare 
in terms of scheduling for construction roles. I’m hoping that some sense of normalcy 
happens soon and people are getting back to work because this delay has been quite 
problematic.

McDonald: I would have thought those issues would’ve led to more disputes, like people 
putting in change orders and stuff on time or the cost of material. Everybody heard, 
anecdotally, how much the cost of lumber went up. And I’m surprised to see that that 

hasn’t translated into a big fight with somebody yet.

Bonner: Prices have been astronomical. I’ve lost a couple of jobs because I’m pricing them 
accordingly to the new prices. Plywood is expensive. Plywood is $46–$50 now for a piece. 
People are just not ready for that to increase. What would’ve cost them maybe $5,000 
before the pandemic is now costing them double.

The moratorium on residential and commercial evictions runs until Aug. 31. How are 
landlords handling these evictions while still maintaining their properties and covering 
operating costs?

D’Amore: We are seeing some additional due diligence from lenders and their 
preparation for the possibility of taking back properties. Several members of our team 
are New York State receivers, and we usually get these inquiries asking for broker price 
opinions on properties. We have seen a large uptick in these requests, and I think it’s 
really because lenders are looking at their entire portfolio and are basically trying to be 
proactive in assessing which properties may be coming back to them. The difficulty with 
some of these landlords, especially the multifamily ones, is if their residential tenants are 
within this moratorium and are not paying rent, they have limited options at this point.

That’s going to cause some pretty major hardships for a lot of these property owners. 
I believe we will continue to see some issues coming out of this once the moratorium is 
lifted. The volume or extent of that is yet to be seen.

Sheldrick: One of the things most of us on the lending side have taken on is the belief 
that a lot of our members’ or borrowers’ hands are tied a little bit. Hospitality may take 
a little longer to return. We’re doing things like extending interest only, providing some 
deferments, listening to the story and really getting a sense of how we can help bridge 
this gap The reality is none of us want to take back a property. There’s no value add there. 
At CAP COM, we try to be community lenders. We have a belief that the underwriting we 
did on a lot of these properties still is effective going forward, and at some point there’ll 
be a little bit of a recorrection back to some normalcy.

The PPP money was significant to straddle some of these periods of time. But to 
give you a sense, we had over 100 – in March and April, back when this first started – 
companies come to us and ask for deferments or forgiveness. Not forgiveness of loans, but 
some deferment. And I will tell you that 99% of them have been back, paying full principal 
and interest already.

Some of our hospitality properties may be paying just interest only still, but 
surprisingly, most of them found their way to keep their feet planted on the ground.

What has the pandemic done to the Capital Region real estate market relative to future 
construction lending?

Sheldrick: We’re a unique market here because we’re not a speculative build market. A lot 
of our stronger developers have a plan, they have tenants lined up before they’re willing to 
commit hard dollars. Our market takes a long time to get approvals, so you really have to 
have a long-term view on construction.

We feel less the impacts of COVID or these smaller blips in the market now. They’re 
significant obviously, but for us, we focus on things that are longer picture, like our job 
reports and interest rates. Most of our construction people are numbers people. If they 
can build it for less, they can actually absorb a little bit more of the construction costs on 
the hard costs because they’ll end up passing that along to their tenancy through rent 
numbers. For them, it’s really about the long-term viability of where rates are and we still 
continue to have a strong job market.

How, if at all, has the pandemic changed the way lawyers are doing business these days?

McDonald: At my firm, we were pretty fortunate that, even when we switched to full-time 
remote for a period, we were still very busy. It’s a fact of life that people will continue 
to sue each other, no matter what. Now, obviously, things are a lot more virtual than 
they were before, including court appearances and things of that nature, which actually 
translates into some good savings for clients. If I had an appearance out in Buffalo and 
it wasn’t virtual, that was an eight-hour round trip that I was charging my client for. 
Now, it’s much easier with Zoom. You hop on the call and it’s just the charge time for the 
appearance. That’s been a good thing.

Aside from that, everybody’s still trying to figure out what they are doing with office 
space. Are you going to have people be full-time remote? Are you going to have people 
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be hybrid? I personally think it’s important to maintain some level of in-person work. Our 
fi rm culture is very much dependent on the social interactions we have with other people 
in the o�fi ce. No one tells a story about that time they sent somebody else an email. Right? 
An important component of any industry is having your people enjoy coming to work. And 
everybody’s trying to fi gure out how we’re going to do that going forward.

D’Amore: When we are reviewing commercial lease agreements, tenants are basically 
looking for, escape clauses. If we see additional restrictions or a pandemic similar to 
COVID, they want to be able to get out of their lease obligations. We’re negotiating those 
all the time now because of COVID. Tenants just want to know that, if this happens again 
in the next six months or a year from now and they cannot legally operate out of their 
leased properties, they are asking the questions: can we get out of our lease obligations? 
Can we avoid signing up for personal guarantees to reduce our exposure? That’s going 
to continue on and, really, COVID brought that to light. This will get interesting as we 
move forward because landlords o�ten have to spend a substantial amount of money to 
build out their spaces to meet the tenant’s specifi cations, but landlords will want a fi rm 
commitment from the tenants before taking on such a large investment.

McDonald: A lot of people spent a lot of time early on fi guring out whether COVID was 
going to constitute an act of God or something else under a lease agreement, and whether 
it would give you an opportunity to be forgiven for the rent.

Let’s talk about the New York State Minority and Women-Owned Business Enterprise 
(MWBE) program and whether it’s been e�fective, and what we can do better.

Bonner: The governor put out a mandate that he wants 30% minority and women 
participation in state contracts. It’s a very lo�ty goal, especially in Upstate New York 
because there are far fewer women and minority-owned businesses here.

The way I would improve upon it is to help nurture small companies, like mine, by 
matching them with a mentor. I believe in mentorship. I’m grateful and blessed to have a 
mentor in Sam Greco from Greco Construction, who helps me with the learning process. 
This is a very di�ferent learning curve for me. I got a master’s degree in criminal justice 
not too long ago and now I own a construction company. Having a mentor helped me 
immensely to understand the process of how to grow a company.

The reason most minority and women-owned businesses fail when they get to the 
state level is because of the magnitude of the projects. Here I am, a small company, 
plodding along on these $30,000, $40,000, $50,000, $100,000 jobs. Then they come with 
this opportunity for a sheet rocking package, and it’s $1 million. Some companies want to 
rush to jump into that without understanding the complexities of dealing with the state.

The back-end paperwork, for example, is very di�fi cult: certifi ed payroll, section three 
reporting, MWBE reporting. And if you’re not set up for that, you’ll fail. If you don’t know 
how to do those things, then you’ll fail on the job, even if you can perform some of the 
work. The process is a very grueling process. It took me about two years to get my MWBE 
and I haven’t used it once yet because I’m looking for the right opportunity. I don’t want to 
jump headfi rst into something that is going to cause me to fail.

McDonald: Mentorship could be a big advantage to some of the larger companies, too, 

because they’re always looking for qualifi ed folks to meet those MWBE requirements. 
They do need to meet a certain percentage and if they had a pipeline or a preexisting 
relationship with the MWBE, I imagine that would be mutually benefi cial to everybody. 

The involvement I tend to have is that of challenging determinations that somebody is 
or isn’t an MWBE. There are very stringent requirements that you have to meet in order to 
demonstrate that you are validly an MWBE. Those things are important because you don’t 
want that program to be misused by others, and that the people who are supposed to be 
getting it are getting it.

Sheldrick: Diversity is key for us. It’s a driver behind some of our business decisions. One 
of the biggest pieces we’ve come to fi nd is, obviously, when working with the state, is a 
little longer lag times with payments, things along those lines. So what we’ve done is 
been a little bit more open to understanding the business model and understanding the 
payment timelines of a state contract or a municipal contract that may come from this.

What we’ve done is, for example, extended lines of credit to some of these companies. 
The reality is we know they’re good payers and they just take longer. Normally, if we had a 
line of credit and said, “Listen, we’ll fund something that’s 90 days or less,” we might go to 
120 days because it’s a state contract.

What we don’t want to do is put stress on a company that will get paid and has a 
great contract in hand with a good payer. But some of the programs like this just take 
longer. We need to be cognizant of how to help them bridge those gaps because we do 
understand it’s a signifi cant li�t on their end to dot every “I” and cross every “T.”

One important thing for these companies is promoting the opportunities they can 
create to some of these larger regional or national construction fi rms. A lot of the smaller 
fi rms don’t understand or don’t know what opportunities there are to win some of this 
business.

D’Amore: One of my clients is a Federal and New York State Service Disabled and Veteran 
Owned Business. He has done a really good job getting out in front of the larger groups 
and promoting his services and capabilities as a smaller general construction fi rm. Some 
larger construction fi rms are seeing this advantage and he’s getting quite a bit of business 
out of that now. Similar to a SDVOB, I think the groups participating in the MWBE 
program benefi t from having mentors that understand the program, have gone through 
the process, and grasp the intricacies of successfully meeting these requirements.

Bonner: In my other lives and my other capacities, I’ve always been a mentor. I would 
relish helping those who are trying to become like me. I can’t stress enough that having 
somebody who can help you for that and making the state thousands and thousands and 
hundreds of thousands of dollars on a state level is very valuable. I would encourage New 
York State to really take a look at mentorship. And if they need any help, I have a New York 
State mentorship package all ready for them.

What can people do to avoid litigation?

McDonald: It mostly comes down to communication. More than anything else, it’s 
everybody being up front with their expectations and their needs. Look, sometimes 
there’s just no avoiding it. Right? Sometimes you’ve got people who are at loggerheads 
and there’s no compromise to be had, or at least you don’t think there is, and you’ve got 
to move forward with litigation. But for the most part, if people are up front and timely, 
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they’re telling people about what their concerns are, they’re not waiting until the last day 
of a project, they’re getting these things out there in a timely fashion, that can usually 
help. I think most people understand the downsides of going to litigation. It’s very 
expensive. It’s very time consuming. There’s risk associated with it.

For the most part, I tell people – and I’m a bad salesman for my product this way – 
avoid litigation. You don’t want to go to it. If you can work something out that works for 
you, you should go with it, but people just need to communicate and be up front with one 
another about what they need.

From a landlord side of things, do you see an uptick in foreclosures on the horizon?

D’Amore: It is definitely on the horizon with the hospitality industry (retail and hotels) 
likely being the most heavily impacted. So far, we haven’t really seen too much of that 
as most lenders are trying to work with their clients to avoid the foreclosure process. 
One recent example was the largest privately owned building in the Capital Region that 
was taken back in May. The pandemic has accelerated some of those proceedings, but I 
think you will continue to see lenders monitoring their entire portfolios and preparing 
themselves in the event they do have to take back additional properties. But to Brian’s 
point earlier, the lenders do not want to take back properties if they can avoid it, mainly 
because of the associated liabilities and expenses involved with managing and ultimately 
handling the disposition of these assets.

What advice would you give young developers and young construction people in the 
profession?

Bonner: It starts with your team. You have to groom your team. I was blessed and 
fortunate to find a gentleman named Scott Burnetter. He had his own company and 
was working for another company that was four hours away and wanted to get back to 
the area. It happened to be the right time and right place for me and him both. It was 
a perfect unity and he brought Mike Peters along with him. That was the beginning of 
my team. To grow the business or grow any business, you have to have a very good team 
of competent individuals who are going to go into somebody’s house or somebody’s 
business and represent you and your company in the highest light. 

The construction industry as a whole is aging. I’ll be working with Hudson Valley 
Community College’s construction management team to create a partnership between 
my company and Hudson Valley, so I can start forming relationships with their 
students and trying to get some of that younger pool onto my team. It’s going to be 
very advantageous for me to grow my company to get some more youth infused in it. 
Hopefully, they’ll stay with me, grow with me and turn four people into eight people and 
build a good, young nucleus that can learn from my experienced guys and grow with the 
company. That’s very important for me and any young company.

What market sectors seem to be doing well? And which ones are not doing so well?

D’Amore: We’ve talked about office quite a bit here, so let’s start there. One important 
thing to note is a lot of office tenants have been committed to leases that typically 
range from 5 to 10 years. This means a lot of these companies really couldn’t make quick 
decisions because they had lease obligations that were in place, and that was especially 
true if they did not have termination options within their leases or if they weren’t coming 

up for renewals. But I think, overall, office has been sustaining itself and we continue to 
see demand in the central business district and suburban office markets.

One interesting thing that we’re seeing is a lot of inquiries from tenants and users 
from larger markets. We have been getting a lot of inquiries from companies that operate 
in New York City and New Jersey that are exploring relocation opportunities in the Capital 
Region and Upstate New York. A couple of these in particular are currently in high-rise 
buildings in large cities and rather than trying to bring their workforce back to the office, 
making them commute on trains or buses or undergo the hassle of driving into these 
larger cities, these companies are looking at their overhead costs and looking at moving 
out to a suburban office market where they have plenty of space, parking is ample, and 
where they also have an educated workforce to pull from.

The feedback we’ve received so far is that not only are the savings on the real estate 
spend very substantial, but the labor costs are anticipated to be much lower compared to 
some of these larger cities.

The industrial market has been very active with some of the lowest vacancy rates 
we’ve seen across Upstate New York. Given the struggles many companies have faced 
with their supply chain due to the pandemic, I do anticipate that companies will look to 
increase their capacities of raw materials and inventory to avoid any unnecessary delays 
in the future while also looking at reshoring their operations. We are also seeing some 
of the lowest capitalization rates on investment sales of single-tenant and multi-tenant 
industrial facilities with long-term credit tenants.

As for those that are struggling, it was mentioned earlier that hospitality has been hit 
very hard by the pandemic. Hopefully, that rebounds quickly and I think it will for many 
operators given the regional tourism attractions and what seems to be a pent-up demand 
for people waiting to travel.

Retail has definitely been impacted, but many of the national retailers were already 
changing their concepts and going to smaller footprints prior to COVID in an attempt to 
compete with e-commerce. A lot of retailers that used to take 70,000 or 80,000 square 
feet of space are now leasing 10,000 to 20,000 square feet. Many of the banks, medical 
providers, and quick service restaurants are also moving to smaller concepts while still 
maintaining or expanding their geographical reach.

McDonald: There’s a lot of stuff changing. And some of this goes back before COVID. With 
Amazon and all the apps where can get your food and everything else delivered directly 
to your door, a lot of brick-and-mortar-type places were seeing some stress points and 
probably looking to change pre-pandemic. COVID just sort of exacerbated things.

What best practices would you share with people that are looking for loans or lenders?

Sheldrick: Be proactive with your lender. Don’t wait for them to reach out to you if you 
have issues, concerns, hiccups. It all comes out in the wash. The more open you are with 
them, the more open they’re going to be with assisting you with, how do we fix it? Most of 
us want to be part of the fix. The long-term relationship is the key. Surround yourself with 
strong partnerships with sound experts. Understand that it’s a complex world. You need 
groups. And take a long-term view. Make sure you’re looking down the road.

If you’re newer, be well-capitalized. It’s important to have a strong financial base to 
work from. Whether or not you use it, that’s another thing, but it’s good to have a strong 
financial, well-capitalized background. And then, be positive. And be communicative with 
the groups you’re working with.•
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