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SPECIAL REPORT

Campbell

plant site:

What now?

Brokers say it has many advantages
— but major rehab would be needed

SANFORD NAX | STAFF WRITER

The closure of Campbell Soup Co.’s
Sacramento plant next summer will end
a 65-year run for one of the region’s best-
known businesses. But that doesn’t mean

the 125-acre site has no future.

Its attributes are many: A large piece of
land that is served by rail and is near free-
ways and an airport. On-site cogeneration
plant. Available workforce. Zoned and enti-
tled for manufacturing. Lots of power.

“It’s a gem,” said Barbara Hayes, presi-

EL DORADO PLACER

asset to market in terms of manufacturing
and distribution. It could go to one user or

be divvied up.”

dentand CEO of the Sacramento Area Com-
merce and Trade Organization. “Itisa good

The Joint Corp. plans to open 12 to [4 Sacramento-area sites

KATHY ROBERTSON | STAFF WRITER

The founder of Massage Envy is
taking a similar approach to chiro-
practic medicine—and plans to ex-
pand his national chain of low-cost
clinicsinto the Sacramento region.

The Joint Corp. has sold 36 fran-
chise licenses in Northern Califor-
nia to Joint Ventures LL.C in Reno,

which plans to open more than a
dozen Sacramento-area clinics in
the next few years. It’s the largest
single purchase of franchise terri-
tory in The Joint’s history.

The chiropractic chain is based
in Scottsdale, Ariz., and headed
by John Leonesio, who founded
Massage Envy and turned it in-
to a company with hundreds of

Matt Cologna, a senior director at Cush-
man & Wakefield in Sacramento, recently
sold a 1950s-vintage Heinz ketchup plant
on 38 acres in Stockton with rail lines and
260,000 square feet of floor space to an
investment group that plans warehous-
ing and distribution. He also worked on
a deal in Ripon that led to the sale of an
old paper factory with a cogeneration
plant in 2010. The buyer was a pet-food

CAMPBELL | PAGE 8
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Campbell Soup’s 125-acre site has many attributes that will make
it an attractive property for other manufacturers.
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Profits
drop at
Dignity
Health

Lower volume, reduced
reimbursements blamed

KATHY ROBERTSON | STAFF WRITER

Net income at Dignity Health
plummeted to $133 million in the
fiscal year that ended June 30,
down more than 86 percent from
$961 million the previous year.

Revenue climbed 2 percent to
$1.5 billion, but operating revenue
declined 76 percent to $59 million.
And the margin at Dignity, non-
profit parent company of local
Mercy hospitals, took a nosedive
to 1.3 percent from a four-year high
of 9.3 percent in 2011.

Lower patient volume, low pay-
ments from government programs
and a weak investment market
were to blame, company CFO Mi-
chael Blaszyk said.

Rating agencies Fitch and
Moody’s Investors Service re-
sponded to the financial report
with downgrades but a stable out-
look. The agencies noted that per-
sistent high unemployment and
poor economic conditions in some
of the company’s largest regions
contributed to the decline in finan-
cial performance.

Fitch lowered the company’s
long-term rating to “A” from “A+”
and Moody’s gave the company
an “A3” rating, a downgrade from

“We are the safety net,” Blaszyk
said. “We operate in challenging
markets, including cities that have
filed for bankruptcy or plan to. We

DIGNITY | PAGE 25

locations and annu-
al revenue of more
than $300 million.
CEO at The Joint
since 2010, he’s ap-
plied the same
growth strategy to
chiropractic — in-
corporating treat-
ment into a regular
wellness routine and making it
affordable and accessible.

The concept has taken off. Start-

John
Leonesio

Storefront chain aims to sell chiropractic care to the masses

ed in 1999, The Joint has 298 clinics
open or in development in 23 states
and a reported annual revenue of
$3.8 million. It appeals to custom-
ers because of convenience and
low cost. It appeals to many chiro-
practors who have seen their insur-
ance reimbursements drop by up
to 50 percent in the past five years.

Patients pay as little as $19 to be
seen by a licensed chiropractor.

JOINT | PAGE 26
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JOINT | Seeking to turn chiropractic visits into a regular habit, chain offers a monthly plan

FROM PAGE |

Though The Joint doesn’t accept insur-
ance, its charges are generally lower than
co-payments at a traditional practice. The
goal is to make visits to the chiropractor a
weekly habit for many patients.
The first two lo-
. cal centers will open
The '-Imm curp' within a few weeks
Headquarters: in Loehmann’s Pla-
Scottsdale, Ariz.; za n Sacramento,
established 1999 which has a Mas-
i . sage Envy, and in
Locatlo_ns: 298 clinics Elk Grove. Centers
open or in development i, polsom, Roseville
in 23 states, including and the Greenhav-
twq inthe Sacramento o /Pocket area are
region expected to follow in
Revenue: WND, cited  the first quarter of
as $3.8 millionin Inc. 2013, with a total of
Magazine 12 to 14 planned for
Website: thejoint.com the region. .
Massage Envy is
successful because
people have become more involved with
their own health and found massage is a
beneficial part of their routine, Leonesio
said. “As baby-boomers get older and are
still active, (chiropractic care) is another
option.”

SEEKING RETURN BUSINESS

Pain usually draws in patients the first
time, but accessible storefront care keeps
them coming back, Leonesio said.

“It’s a need-driven business, typically
propelled by neck pain, shoulder pain or
numbness,” he said.

“We want to make that entry ... very
easy. Then the doctor and staff can edu-
cate people on the ongoing benefit. A lot of
people have never been to a chiropractor.
They feel better and they continue. That’s
the goal of our (location) owners.”

All care is provided by licensed chiro-
practors. It’s a cash business with little
paperwork. Adjustments take 10 to 30 min-
utes. Thereis no disrobing; patients simply
climb on the table. No appointments are
necessary, and locations are open nights
and weekends.

“A pain on Friday doesn’t have to wait

LE RS
PHOTO COURTESY OF THE JOINT CORP.

A branch of The Joint is typically 800 to 1,200 square feet and is staffed by one administrative
worker and one chiropractor. A patient’s first office visit costs $19.

until Monday,” Leonesio said.

Customers and franchisees are clearly
buyingin. The Joint was named one of the
Hot Trends to Own in Franchising for 2012
by Entrepreneur Magazine. It ranked No.
94 on Inc. Magazine’s 2012 list of the 5,000
Fastest Growing Companies, with reve-
nue of $3.8 million and three-year revenue
growth of 3,113 percent.

Startup costs, including the franchise
fee, range from $110,125 to $167,825, de-
pending on the market. In the Sacramen-
to area, the costs are expected to be about
$150,000, said Chris O’Neal, a founder of
local franchisee Joint Ventures.

Overhead is low. Locations are typically
800to 1,200 square feet. They are staffed by
one administrative worker and one chiro-
practor. Positive cash flow typically comes
within four to eight months, the company
said.

It hasn’t been difficult to woo chiroprac-
tors because the all-cash model is attrac-
tive to an industry hit by declining insur-
ance payments, Leonesio said.

Some local chiropractors have

reservations about the model, though
none would agree to be identified.

“A lot of docs think it lessens the val-
ue of the work we do,” said one. “If you
charge only $19, do you get $19 worth of
work?”

The industry is hurting, but The Joint
“is not my style of practice,” said Chip
Studley, a local chiropractor and presi-
dent of the Sacramento Valley District of
the California Chiropractic Association.

The state Board of Chiropractic Ex-
aminers discussed the model at a meet-
ing about a year ago, executive director
Robert Puleo said. “They had no concerns
with the structure itself. Obviously, a chi-
ropractor has to provide the chiropractic
services,” he said. “As long as they abide
by chiropractic laws and regulations, we
don’t see any issues.”

The state board will be watching how
The Joint handles ownership of individ-
ual franchise locations. California law
bans the so-called “corporate practice
of medicine,” which means that doctors
must own at least 51 percent of a business

that hires them to care for patients.

The Joint is complying with the law by
forming professional corporations wholly
owned by licensed California chiroprac-
tors to oversee and manage care at the clin-
ics, a spokeswoman said.

THENUTS AND BOLTS

Demographic studies by The Joint sug-
gest that a storefront location can be sup-
ported if at least 50,000 people with aver-
age household incomes of at least $50,000
live within a 3-mile radius.

About 60 percent of customers are wom-
en. Most are 35 or older, Leonesio said.

The initial cost is $19 for an office visit.
Returning patients pay $29 per visit, but
there’s amonthly plan for $49 that entitles
customers to four office visits.

The numbers were enough to attract
Joint Ventures to the Northern Califor-
nia market. The business was founded by
Sean O’Neal, his brother Rory and son
Chris.

Sean was CEO of Delano Regional Medi-
cal Center in Kern County for 20 years. He
also cofounded SurgCenter Development
in 2002, developing more than 100 outpa-
tient ambulatory surgical centers.

Rory O’Neal is CEO of Joint Ventures.
He’s also CEO of Savory Investments LL.C,
a franchisee of Famous Dave’s BBQ and
Ling & Louie’s Asia Bar & Grill. Chris
O’Neal is chief operating officer of Joint
Ventures and chief financial officer of
Savory Investments. He previously was
co-owner and developer of Unified Dis-
tribution, an aftermarket and auto parts
wholesaler.

The partners were attracted to The Joint
by the low overhead, the fact they “won’t
be selling anything” and the promise of
lucrative margins as high as 50 percent.

“We see the value (of chiropractic care)
for wellness and to prevent sickness and
disease,” Chris O’Neal said. “Everybody
should go see a chiropractor on a weekly
basis — that’s what our model is.”

" KATHY ROBERTSON covers
health care, law, lobbying and
labor and workplace issues.

krobertson@bizjournals.com | 916-558-7869

HOMES | Despite number of

BUILD | Land sellers stand to gain as supply of lots dwindles

underwater homes, sales soaring

FROM PAGE 2

of home construction, a shrinking inventory of bank-
owned properties, and tight underwriting standards.

Negative equity continues to be a problem in the Sacra-
mento area where many would-be sellers can’t list their
homes because they owe more than the properties are
worth. That, combined with an unusually high number
of investors snapping up homes, is contributing to a re-
stricted supply.

The supply of existing homes is at an eight-year low
while the construction of new homes is at a 50-year low.

Nonetheless, realty firms are reporting an uptick in
sales. The number of new escrows at Lyon Real Estate,
which is one of the largest firms in the area, surpassed
projections by 24 percent in September, said company
president Pat Shea.

Meanwhile, the number of deals falling through has
declined because buyers are more inclined to be flexible
in a seller’s market and short sales are becoming easier
to complete, he said.

Shea’s response when asked if the trend will continue
into 2013: “Absolutely.”

SANFORD NAX covers real estate, planning,
development, construction and economic issues.

snax@hizjournals.com | 916-558-7861
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to bring new homes and new projects on the market fast
enough to meet the demand; they simply cannot find
enough lots to satisfy that anticipated demand,” said Greg
Paquin of The Gregory Group, which tracks new-home
activity.

Sacramento investor Ethan Conrad, who acquired 1,200
lots in the area when the market fell, has been actively
selling to builders. He sold 58 lots in Fair Oaks to KB
Home, has 98 lots in Rancho Cordova in escrow to an-
other builder and is getting multiple unsolicited offers
on others, including on land that isn’t officially for sale.

Conrad bought most of the lots in 2008 and 2009. “I'm a
commercial real estate guy; I'm not a land guy. They were
just so cheap and commercial real estate was overpriced
then,” he said. The land didn’t increase in value as fast as
he thought it would and the rebound took longer than ex-
pected, but Conrad thinks he will still make a profit.

“It will be interesting to see how it evolves,” he said.

Radler said the atmosphereis reminiscent of 2009, when
home sales were up due to a tax credit designed to stimulate
the market. Sales fell off when the tax credit expired, and
many in the industry feel that could happen again, thus the
reticence to add employees. Others say that this rebound
is more likely to last because there is no tax credit fueling
it. Low interest rates and a shortage of resale property are
among the catalysts, and some observers wonder what will
happen to the overall housing market if investors vanish
or if more foreclosures hit.

Guy Spitzer, aland specialist at Cornish & Carey Com-
mercial Newmark Knight Frank, writes in a newsletter
that this rebound is happening “without the help of new
government-sponsored programs, tricks or gimmicks.”
He contends there is an “affordability vacuum” that is
rushing to be filled. New homes typically represent 20
percent of all housing transactions; in 2011 they were
only about 4.5 percent.

“This (recovery) has legs. By June, people will have the
proof they need,” he said.

Tax assessors are monitoring the new-home market
closely because more sales and higher prices lead to in-
creased revenue. Counties have the authority under Prop-
osition 8, which grants temporary value reductions of
value, to boost assessed values more than the base year
value established under Proposition 13 if prices increase
significantly. Thirty of California’s 58 counties posted year-
to-year declines in assessed property values for 2012-13,
according to the California State Board of Equalization.

“The challenge for us continues to be the number of
foreclosures and short sales,” said Placer County As-
sessor Kristen Spears. “I think it will still be spotty, and
won’t be an across-the-board recovery ... but for the
first time in awhile, we may see areas with an increase
in property value.”

SANFORD NAX covers real estate, planning,
development, construction and economic issues.

snax@bizjournals.com | 916-558-7861




