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COMMERCIAL REAL ESTATE

THE GREAT DEBATE

With the economy in turmoil, many companies are weighing costs against
location when deciding where to put their offices

hen lheeﬁummgwu riding high, com-

panies could pick their office space

based on “location, location, loca

In today's economic climate, though,

that mantra is being challenged by
anather; “cost, cost, cost.” Growing concerns over
the bottom line have businesses peas-
sessing whether a pricey downlown
location is essential, or whether it is a
luxury that can be avoided.

TrésKEoi Public Relations, for
instance, considered space in downtown
Miami or South Beach, but ultimately
settlad on The Bank bullding at Marth-
east Blst Street and Biscayme Houlevard.

“For a while we were torn on being in
the mix of things due to the nature of our
business," sald principal Alexis KEnapp.
But the space is half the price of 8 more
downtown location. "One of the worst things young
businesses do s get sold on having a lively office
space, and as a result pay a fortune,” Knapp said.

Class A buildings in Miami's central business dis-
trict averaged 343,77 a square foot in the first quarter
of this year, versus 535,46 in noncentreal arcas of
Miami-Drade, according to real estate services firm
Cushman & Wakefield. In Brovard, Class A rents in

deswntown Fort Lauderdale avernged $33.40 a square
foot, versus $71.89 in other locations, the company
reported.

“A 10,000-square-foot tenant can easily save over
510 per square foot in rent, plus another 35 to $10 a
square (oot In parking fees. You can easlly save

£200,000 a year by relocating your offices to
the suburbs,” said Dan Heisler, vice president
of Adler Realty Services, which owns and
manages properties in the Airport West area
of Miami, including Ofifiea Park at Miami
International Commaerce Center,

. Even small companies can see significant
savings by moving away (rom downtown
areas, and their moving costs are typically
lower than these of larger companies. Atlan-
tis Development, for instance, recently
maved its four-person, S-square-foot office
from downtown Miami to Coral Way in order

1o save money in rent and parking.

“Parking kills you down there," sald Andy Simon,
e
"could never . up spe
ing 10 or $20 to park and not wanting to come in
after a while,"

Baut it's not just clients who are paying stiff prices
for downtowm parking. Employees alao sui-
far, It can cost $60 to 150 a month per
employes or client in a dewsditown location.

While rent and parking costs are higher
in downtown areas, the current global eco-
nemic downturn has recently given tenants
the upper hand in rent negotiations, with
property owners worried about them leav-
Ing and willing to negotlate on rental rates
and concessions. However, those negotia-
tions sometimes aren't enticing enough to
keep businesses downtown.

"When the market's doing really well HURWITZ
and people are focused on continuing to
expand a thriving business, there's a ratio-
nale of, “"Why are we golng to move ™ said Steven
Hurwitz, a sendor vice president at Continental Real
Estate Cos. But in the current economy, he says
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“every tenant in this time is re-evaluating and
double-checking every line item in their budget.”

Besides rent and parking, other downtown costs

re also higher, For instance, interfor space buildouts
tend to cost more in a congrested high-rise area, and
roal estate taxes — usually passed on to tenants —
are always higher in the downtown cores,

Reese Stigliano, a principal and broker with Ber-
ger Commercial Realty Corp. of Fort Lauderdale,
thinks that as the ecconomy tightens, more compa-
nies will move to suburban markets, “The suburban
rental rates have dropped — they're very aggressive
now [and] thera's quite a bit of sublease space avail-
able," he said.

Cost was the primary reason Morthern Trust
Bank recently decided to move its back-office opera-
thons from Brickell Avenoe to Adler Group's Office
Park at MICC, Free covered parking and amenities
such ns an on-site restaurnnt and health club and a
shared tenafit conference room made the bank com--

OH THE MOVE: Atlaniis
Development and
Seacoast Constructon
ara movirg thelr shared
office to Coral Way in
ordar tocut costs.
Partner Andy Simon,
above, stands in front
of the office at 2103
Coral Way. At left. the
Park at Mizami
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Coral Gables, which 'Elrm

the company’s rent 0

percent yet still be close to

Coral Gables’ downtown
=5

HOT AN OPTION

e b gty O Tyt ST e

SELLING COMVENIENCE: The Office Park at Miami Inmmtmmommc-mterfeatura free parking and
amenities like an on-site restaurant and haalth club. ¥
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Despite the cost savings of
moving away from down-
town areas, not all compa-
nies are convinced that the
bottom line should be the
deciding factor in where o
locate a business.

“We really
have mot seen, as
we did in the last
recession, a fMght
from downtoWwn
to the Doral or
Alrport West
ares,” Holly said.

According to
industry experts,
many companies
would never con-
sider locailng
anywhere other
than downtown Miami,
Brickell, Coral Gables or Fert
Lauderdale. Other firms that
assessed their options have
decided a downtown loca-
tion is best, despite the
added cost.

A prime example of this
dedication to downtown is
auto retail giant AutoMation,
whose lease for its down-

town Fort Laoderdale digs
cxpircs in 2000. It decided to
stay downtown and will
move just a few buildings
over to 200 Las Olas Cir. The
105, 000-5quare-
foot lease for
space in a buoildi
owned by Fort
Lauderdale-basad
Stiles Corp. was
one of Broward
County’s largest
lIcase transactions
when it was
signed late last
year.

Companies not
flewing downtown
arcas have many reasons to
stay. They may need to be
near government offices, cli-
ents or business partners. For
example, law firms often
need easy access to the
courthouses in downtown
Miami and Fort Lauderdale,
said Stiles President Doug
Eagon. They alse need to
interact with other law firms

frequently, so being close to
them is important. The same
can be said for accountants,
financial planners and a wari-
ety of other business pru-!'nt-
sionals,

Besides needing to be
close to business partners,
more accidental meestings
poour in denszely packed
downtowns. “When you walk
down the street, you run into
pecple when you go to lunch
... and you can conduct busi-
ness in a very casual enviren-
menl,” said Alyee Robertson,
executive director of the
Miami Downtdwn Develop=
ment Authority. “There's
190,000 people a day that
come inte downtown and
Brickell. There's no way rnu
can replace that synergy.”

Finally, mmpumz: may
feel they need the
image of a downtown
address.

“People locate on Brickell
because of the name, the
identification. It's more pres-
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tigious,” said Michael Taylor,
director of real estate for
Miami-Dade County for
5tiles. He manages 800 Brick-
ell Avenue, which last year
signed 85,000
square feet of
leases with compa-
mics including
TotalBank, Banco
do  Brasil and
advertising agency
Canil Saatchi.

FUTURE TREMDS

Sofme COMIMer-
cial real estate
experis are even
predicting that
more companies will eventu-
ally be relocating into down-
towns in the coming years,
reflecting a larger trend of
moving inwards.

While most in the industry
beli=ve rental rates in down-
town Fort Lauderdale are as
low ag they're going to get,
some expect rates will fall
even further in downtown

Miami during the next six
months, as three massive
buildings under construction
get closer to completion.
While It will still be more
expendive to be in a
downtown, lower
rates could mean
more companies

will decide 1o
remain downtown.
Then when the

BCOnOmMY makes a
turn in a positive
direction, more
companies could
look at dewntowns,
FOME 5.

“The movement
that started years ago of cen-
tealization is still there," sald
Alex Zylberglait, an assockate
vice president with Marcus
& Mj]’linhap in Mismi. I
think we're seeing a slow-
down because of the eco-
nombe crisis, but as soon as it
goes away, [ think we're
going to see another wave of
imterest”



