
by Michelle Z. Askeland 
The Union Station wing office 

buildings – often referred to as One 
Union Station and the IMA Build-
ing – exemplify many of the trends 
the Denver office property market 
is witnessing. A large part of both 
buildings’ success – each sold for 
over $600 per square foot to GLL Real 
Estate Partners, a German-based 
international asset manager in 2014 
– can be attributed to the old adage 
that real estate is all about “location, 

location, location.”
“Because of its reinvention as an 

intermodal transit hub with rail, 
light rail to Denver International 
Airport and buses, Union Station has 
really become the “new center” of 
Denver and the two buildings that 
we purchased sit directly adjacent 
to that transit hub; there are no two 
other buildings that can boast the 
location that these buildings enjoy,” 
said Eric Ramm, acquisition officer 
for GLL Properties, the U.S. sub-
sidiary of GLL Real Estate Partners 

Gmbh. Ramm said the renovation 
of Union Station is one of the most 
appealing transit-focused develop-
ments in the country. 

Across the city, most Class A office 
properties are experiencing record 
prices, however the price paid per 
sf for the two wing buildings set 
Colorado office property records by 
nearly $160 per sf, said Chris Framp-
ton, managing partner for East West 
Partners. East West Partners was one 
of the master developer partners for 
the whole project, and developed 

One Union Station (the south wing 
building).

Frampton said he believes the 
entire Union Station area will move 
in the same price direction. “The 
train station has made us attractive 
to foreign capital, and foreign capital 
is a huge deal,” he said. “We are get-
ting compressed cap rates as a result 
of it. People view this submarket as 
a core market, or close to it, so we’re 
getting a great value of our land 
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A
s we wrapped up this issue, 
several reports came out 
about the office market. One 
area in particular stands out, 
and that’s the employment 

numbers in Colorado. 
Employers in Denver are fore-

casted to add 43,000 workers during 
2015, and office-
using payrolls will 
increase by 14,000 
jobs, according to 
the Marcus and Mil-
lichap 2015 Nation-
al Office Report. 
Denver is ranked 
the sixth-healthiest 
employment mar-
ket in the country, 

according to the report. 
The Denver area currently has 3.6 

percent unemployment, according 
to CBRE’s Denver 2015 Market Out-
look. Make sure to read Patricia Sil-
verstein’s article on Page 16 to learn 
more about the employment pool 
and its effect on the office market.

With these numbers, one thing is 
consistently mentioned – the Denver 
office market is not reliant on the oil 
and gas industry. While the energy 
industry and its peripheral busi-
nesses are a large presence in Den-
ver, there is a well-balanced blend of 
industries. 

In addition, we have a great genera-
tional blend. Millennials continue to 
pick Denver as the top location they’d 
like to live, and employers are taking 
note.

“Denver continues to attract busi-
nesses due to its highly educated 
workforce,” said the CBRE outlook. 
“In 2013, 42.1 percent of the Denver 
region’s workforce had obtained at 
least a bachelor’s degree, compared 
to the national average of 29.6 per-
cent. Further, Colorado is the second-
most educated state in the nation.” 

These positive trends undoubtedly 
are affecting the office market. At the 
end of 2014, the average asking lease 
rate was $23.15, the office market 
vacancy rate was 12.5 percent and 
there was 2 million square feet of 
office property under construction, 
according to the CBRE outlook.

In response to this influx, there are 
2.2 million sf of office space that will 
be brought on line this year, mainly 
downtown and in the Denver Tech 
Center, according to the Marcus and 
Millichap report. However, develop-
ers are cautious not to overbuild the 
market, which Tom Lee discusses on 
Page 9.  

I want to thank all the authors who 
took the time and energy to research 
and write for this issue. Please reach 
out to me if you have any thoughts 
on the issue, are interested in con-
tributing or would like to make sure 
we cover something important in an 
upcoming issue.

I look forward to hearing from you, 
and thanks for reading.

Michelle Z. Askeland
maskeland@crej.com
303-623-1148, Ext. 104

Colorado’s strong 
employment helps market
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Finance Market

F
ollowing are some insights 
regarding the current financ-
ing environment for perma-
nent loans for office build-
ings.

n Overall, how receptive are perma-
nent lenders for office building loans?

Over time, life insurance compa-
nies tend to vary widely relative 
to their interest for office build-
ing loans, depending on their per-
ception of the economy and the 
respective loan exposure to that 
property sector or local market. 
Since the Denver office market is 
quite strong, office building loans 
are candidates for all life companies 
and commercial mortgage-backed 
security lenders, as well as banks 
and credit unions. CMBS loans may 
be the best option for longer-term 
nonrecourse financing for office 
product, especially for higher-lever-
aged transactions.

n How does a central business dis-
trict location compare with a subur-
ban location for lender preferences?

For life companies, there is some 
bias toward a CBD location or infill 
areas like Cherry Creek, where there 
are higher barriers for development. 
Nonetheless, there are many strong 
suburban office parks or concentra-
tions of office development in the 
Denver area that have demonstrat-
ed consistent market occupancy 
levels over the years. Lenders are 
more cautious about generic office 
product, where buildings can com-
pete only with rent levels.

n How would you define a “gener-
ic” office building?

A building built in the 1970s or 
1980s that has lower ceiling heights, 
limited common-area amenities, 
older mechanical systems, narrow 
hallways, challenging floor plans or 
bay depths, and low parking ratios 
(3.5 spaces per 1,000 square feet or 
less). Most of these buildings pos-
sess permanent functional obsoles-
cence that is difficult to cure. 

n How are generic buildings best 
financed?

Generally a life insurance com-
pany lender will require a very con-
servative loan structure or personal 
recourse. Banks or credit unions 
are logical candidates. CMBS lend-
ers are the best option for a nonre-
course loan for generic buildings, 
especially where higher leverage is 
needed.

n Why is a CMBS loan worth con-
sidering?

Many borrowers have indicated 
that they would never use a CMBS 
lender again after dealing with 
loan administration and defea-
sance nightmares over the past few 
years. However, the main reason 
for an owner to consider a CMBS 
finance execution is to achieve a 
nonrecourse loan with highest pos-
sible leverage level, say 75 percent. 
In addition, the loan amortization 
likely will be 30 years or could 
include a few years of interest-only 
payments. The debt constant will 
be lower compared with a life com-
pany option, even though the inter-
est rate may be higher. For exam-
ple, a full-leverage CMBS 10-year 
fixed-rate loan at 4.5 percent with 
a 30-year amortization has a debt 
constant of 0.061. This compares 
with a life company constant of 
0.065 using a rate of 4.25 percent 
with a 25-year amortization for the 
same property.

The downsides of a CMBS loan 
include funded reserves for tenant 
finish, leasing commissions and 

capital expendi-
tures; a two- to 
three-year lockout 
period for any pre-
payment option; 
and a defeasance 
prepayment struc-
ture. There are 
also covenants 
for minimum 
debt coverage of 
approximately 
1.10 that trigger 
a requirement 
for the tenants to 
remit rents to a 
lender-controlled 

lock box. Lender legal fees for clos-
ing the loan are much higher than 
for other lenders. There are myriad 
loan administration issues for lease 
approvals, loan assumptions, and 
other property or borrower issues 
that are subject to master or spe-
cial servicer review, which can have 
lengthy time delays. 

At some point in the future, 
defeasance may be a valuable 
option when interest rates are 
normalized again. In the example 
above, if at the time of prepayment 
the treasury rates are more than 4.5 
percent for the matching maturity 
date of the loan, the loan would be 
paid off at a discount.

n Can you discuss how life compa-
nies approach office building under-
writing?

First, they tend to be more conser-
vative regarding capitalization rates 
for defining value regardless of an 
actual purchase price or Member 
of the Appraisal Institute appraisal 
value. Second, their loan-to-value 
ratios tend to be 65 percent or less, 
based on their internal value. Third, 
they will be more selective than 
CMBS regarding the sponsor and 
the cash investment in the transac-
tion. Fourth, a 30-year amortiza-
tion or interest-only payments are 
exceptions. A typical amortization 
schedule will be 25 years. 

One distinct advantage that life 
companies can offer is with regard 
to options for prepayment flex-
ibility, although there always will 
be some element of call protection 
for a portion of the term. Life com-
panies can offer fixed-rate terms 
anywhere from three to 30 years, 
although at least one lender started 
offering a 40-year term.

There is a significant lender com-
petition for low-leverage loans (sub-
60 percent), for core or core-plus 
asset quality, for properties in “A” 
locations and for a strong financial 
ownership group. With the 10-year 
U.S. Treasury yields currently hover-
ing around 2.25 percent, an inter-
est rate of 3.5 percent is likely for 
a 10-year term. (There has been a 
spike in the 10-year Treasury rate 
from 1.65 percent to 2.25 percent as 
of March 6, and the all-end rate in 
this example would have been clos-
er to 3 percent on Feb. 1). Interest-
only payments for part of the term 
can be expected for leverage levels 
closer to 50 percent.

n What are some other office build-
ing finance challenges?

The greatest challenges are relat-
ed to single-tenant buildings. In 
addition to the lease maturity event 
risk, there is also a tenant’s credit 
background, as well as its competi-
tive business sector to evaluate. As 
a general rule of thumb, most lend-
ers will require a funded reserve 
account via a cash flow sweep in 
order to accumulate a sufficient 

amount of funds for re-tenanting 
costs and possibly an interest 
reserve of one years’ debt service. 
This reserve easily could exceed $30 
per sf in most cases. Some lenders 
try to mitigate the default risk with 
a “springing” personal recourse cov-
enant. 

Single-tenant buildings with a 
noncancellable long-term lease (15 
years or more) with an investment-
grade credit tenant can be easily 
financed using a fully amortized 
loan matching the lease term or 
with a small residual loan balance 
“hang-out” (amortization extending 
three to five years beyond the lease 
term), provided the estimated build-
ing value or land value will provide 
a refinance cushion at the time of 
the loan maturity.

Another problem to address is 
office properties that have a sig-
nificant exposure to large tenant 
leases that rollover during the loan 
term, or those leases expiring a few 
years beyond the loan maturity. The 
normal solution is to have funds 
reserved for those events. 

A multitenant building with a 
staggered lease rollover schedule is 
what most lenders prefer. Since the 
CBD and primary suburban build-
ings have a mixture of lease terms 
anywhere from three to 10 years, 
these examples fall perfectly into 
the strike zone. Generic buildings 
typically will have one- to five-year 

lease terms and noncredit tenants. 
These situations will require more 
conservative underwing and per-
haps personal recourse.

n What advice do you have for a 
typical office building owner regard-
ing financing options?

Every borrower has a unique strat-
egy that he wants to explore. All of 
the property characteristics, includ-
ing legal and title issues, will dic-
tate a distinctive approach to solv-
ing the financing priorities. Every 
loan request needs to be exposed to 
a wide array of lenders, as many as 
25 in most cases. There are so many 
variables and risk perceptions that 
only can be qualified after a lender 
has dug into the background of a 
transaction. 

To sort out the lender alterna-
tives, a borrower should work with 
a financing intermediary that has 
the ability to network with a diverse 
group of portfolio lenders. In addi-
tion, an experienced intermediary 
will be able to recommend various 
aspects of a loan structure that bor-
rowers may not know are available. 
Even CMBS lenders can differentiate 
from one another, although they 
ultimately must adhere to industry 
standards regarding loan underwrit-
ing rules with some small pricing 
variance. In summary, every loan 
transaction is analogous to a puzzle 
and office buildings have a lot of 
pieces that need to be connected.s

Financing for permanent office building loans

Stephen P. Bye
Executive president 

and senior 
managing director, 
NorthMarq Capital, 

Denver 
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Market Overview

T
he Denver office market 
enjoyed a five-year run of 
robust expansion from 2010 
to 2014. Fourth-quarter 2014 
vacancy fell to 14.4 percent, 

the lowest level since the boom 
year of 2000 and a 560-basis-point 
decrease from year-end 2009. Quar-
terly absorption stood at 208,682 
square feet, bringing the year’s 

total to 1.5 mil-
lion sf. From 2010 
to 2014, a total of 
6.7 million sf were 
absorbed. 

Submarket high-
lights. The central 
business district 
and Northwest 
submarkets posted 
the strongest 
performances 
for the year, with 
total absorption 
of 453,266 sf and 
386,255 sf, respec-

tively. Vacancy in the CBD is 12.6 
percent, which is down from 13.3 
percent in the previous quarter 
and down year over year from 13.6 
percent. Lower Downtown has the 
lowest vacancy rate of the CBD’s 
three micromarkets, a drum-tight 
7.3 percent. 

The NW submarket posted a 
strong performance in 2014, driven 
by vigorous corporate expansion, 
new business lines opened by exist-
ing tenants and tenants new to the 
market, culminating in the lowest 
vacancy since 2000. Vacancy plum-
meted 481 bps year over year to 14.3 
percent. 

The southeast suburban submar-
ket ended the year in the red, with 
full-year absorption of negative 
218,819 sf. This loss, an anomaly, 
was due to significant downsiz-
ing by First Data, from 330,000 sf 
to 99,000 sf, and the first wave of 
migration of Charles Schwab’s 1,900 
Denver-based employees to its new 
owned campus, which left two 
vacant buildings. Although the lat-
ter move was a driver of more than 
250,000 sf of negative absorption, 
Schwab’s commitment to Denver 
promises substantial positive eco-
nomic impact. The financial servic-
es firm plans to add up to 480 high-
paying jobs over the next five years, 
and its 47-acre site has the space to 
accommodate 4,000 employees.

Class A and B dynamics. The Den-
ver office market’s Class A and B 
office sectors both continued to 
improve. As is typical in a recovery 
cycle, the Class A sector was the 
vanguard as tenants took advantage 
of relatively low Class A rates to 
upgrade space. After several years 
of flight to quality, recovery then 
trickled down to the Class B product 
due to the widening lease rate delta 
and lease up of the desirable Class 
A spaces. 

Class A vacancy plunged 610 bps 
from a cycle high of 19.1 percent 
at year-end 2009 to end 2014 at 
equilibrium (the point at which 
neither landlord nor tenant has 
a clear advantage) at 13 percent. 
Class B vacancy fell 490 bps during 
the same period to 16.5 percent. In 
2014, Class A and Class B were neck 
and neck in terms of absorption 
with both sectors absorbing more 
than 600,000 sf.

Rental rates. Upward pressure on 
asking rates continued in the CBD 
and NW submarkets. CBD Class 
A rates increased 7.9 percent year 
over year to $34 per sf, and NW 
Class A rates rose 7.5 percent to 

$25.54 per sf. These rates represent 
historical highs. 

Development. Denver’s strong 
economy and market fundamentals 
opened a development window: 11 
office projects, totaling 2 million sf, 
are under construction or renova-
tion. Development is concentrated 
in the LoDo micromarket of the 
CBD, and the SES and midtown sub-
markets.

Investment. In 2013, Denver’s office 
investment market enjoyed its best 
year since 2007 with 11.8 million sf 
valued at $2.2 billion trading hands. 
In fourth-quarter 2014, sales totaled 
5.7 million sf valued at $598.6 mil-
lion, which pushed 2014’s totals 
past those of 2013, to 14.3 million sf 
valued at $2.3 billion. During 2014, 
Denver continued to be a hotbed for 
equity placement, with an influx of 
new institutional and international 
equity to the Denver metro area 
driving core pricing. 

Of particular note were the sales 
of the new Union Station “wing 
buildings,” which traded to GLL 
Properties, the U.S. subsidiary of 
GLL Real Estate Partners Gmbh, for 
a record-shattering $600-plus per 
sf. Suburban office sales led trans-
action velocity in the latter half of 
the year. Spreads between Class A 
and Class B rents have become sig-
nificant and will affect investment 
patterns in 2015, prompting capital 

sources to move down to Class B 
product in order to chase yield. 

Outlook
Metro Denver has outperformed 

the nation in terms of job growth 
since February 2010. As of Decem-
ber 2014, job growth increased 3.3 
percent year over year, compared 
with the U.S. rate of 2.3 percent. 
Unemployment stood at 3.9 percent, 
almost 2 percentage points lower 
than the national rate. Denver’s 
record-breaking housing market, 
which is ranked sixth in the nation, 
is another example of its economic 
strength. According to the S&P/
Case-Shiller Home Price Index, 
metro Denver home prices rose 7.5 
percent year over year in Novem-
ber, the tenth consecutive month in 
which prices reached all-time highs.

The future looks bright for Den-
ver’s economy and office market. 
The University of Colorado’s Leeds 
School of Business forecasts that 
Colorado will gain 61,300 jobs in 
2015, a level of growth that will 
place the state among the top 10 in 
the nation for job creation. The pro-
fessional and business services sec-
tor, one of the top office-occupying 
industry sectors, is also projected 
to grow by a robust 3.3 percent this 
year, adding 12,800 jobs. 

Denver was ranked fourth among 
U.S. markets to watch in 2015 in the 

prestigious Emerging Trends in Real 
Estate report, which cited its popu-
larity with millennials, concentra-
tion of technology and energy firms, 
strong local economy and active 
development community. 

The stage is set for continued 
expansion in 2015. Newmark Grubb 
Knight Frank research forecasts this 
momentum will continue in 2015 
with:

• Positive absorption in most sub-
markets meeting or exceeding 2014 
levels;

• Positive absorption returning 
to the SES, with space vacated by 
Charles Schwab being backfilled;

• Rental rate increases continuing 
in the CBD, NW and SES submar-
kets;

• Class A and Class B asking rates 
in the CBD, NW and SES continuing 
to achieve new highs;

• Strong absorption in the core 
CBD, SES and NW submarkets with 
continued trickle-down to the mid-
town and southeast submarkets;

• Speculative transit-oriented 
development breaking ground in 
the SES;

• Increased sales of Class B prod-
uct due to the spread between Class 
A and Class B rental rates; and

• Continued job creation and fall-
ing unemployment driving expan-
sion in 2015.

2014 year-end Denver office market overview

Lauren Douglas
Research manager, 
Newmark Grubb 

Knight Frank, 
Denver
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Market Overview
Oil Prices 

The wild card in 2015 and beyond 
is the effect of plunging oil prices on 
Denver’s CBD office market, which, 
of course, will be dependent on how 
long prices stay depressed. Drops in 
production lag price decreases. Oper-
ating rigs are under lease, typically 
for two to four years, so they would 
not be shut down immediately, and 
many companies have hedges that 
lock-in above-market prices. Oil trad-
ing at lower prices is better than no 
production at all, but new exploration 
and production would be put on hold 
in the face of sustained low prices. 

This type of slowdown would be 
felt acutely in the oil patches but 
would have a more muted effect 
on oil company tenants in the CBD. 
Many CBD employees are petroleum 

engineers who are in short supply 
and would be retained except under 
the direst of conditions. Large oil 
companies, who are in turn the larg-
est occupiers of office space, have 
the ability to hunker down and wait 
out the cycle, but some smaller firms, 
especially those burdened with debt, 
may fold or be ripe for acquisition. 

Finally, the CBD is not overbuilt 
and, reportedly, tenants commit-
ting to or looking hard at new and 
planned products are most exclu-
sively technology, law and financial 
services firms – not oil and gas. Many 

experts project that oil prices will 
recover in the next 15 to 18 months 
and, if this is accurate, the effects on 
Denver’s CBD will be minimal. In any 
case, the CBD’s diverse tenant mix 
will prevent a reprise of the devasta-
tion wrought by the oil bust of the 
1980s.

“Denver has reinvented its econ-
omy since the dark days of the late 
1980s and early 1990s when massive 
overbuilding, tax law changes and a 
plunge in oil prices conspired to send 
the local real estate market into the 
tank for the better part of a decade,” 

said Bob Bach, NGKF’s director of 
research, Americas. 

A recent study by the Brookings 
Institution ranks Denver in the top 
quartile of the nation’s largest 100 
metropolitan areas for employment 
in advanced industries that depend 
on highly educated research and 
development, and scientists, tech-
nology professionals, engineers and 
mathematician workers, said Bach. 
The study notes that these industries 
will play an outsized role in power-
ing regional and national economic 
success.s

For small updates to major remodels, the tenant interior 

professionals at RJM have the vision and expertise to 

ensure your finished space is not only functionally solid...

but helps keep your business solid, as well.

720-898-4488      RJMConstruction.com

FAIRFIELD AND WOODS, P.C.

from small 
details to the  

big picture

In 2014, Class A 
and Class B were 
neck and neck in 

terms of absorption 
with both sectors 
absorbing more 
than 600,000 sf.
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Taxes

E
very year in Colorado there 
is the opportunity to protest 
a property’s assigned value 
as determined by the county 
assessor, potentially saving 

money by minimizing your Colo-
rado property tax liabilities and 
enabling a fair and just ad valorem 
valuation.

Property owners and managers 
are sensitive to rising expenses, and 
managers often audit energy and 
maintenance costs looking for ways 
to operate their buildings more 
efficiently. Property taxes are the 
single-largest fixed-expense item. 
However, many overlook a possible 
expense reduction that requires no 
change to current business opera-
tions. An inappropriate valuation 
for ad valorem purposes cuts into 
the net operating income and the 
property value.

While management styles vary, 
all property owners and managers 
are wise to implement a strategy 
for protecting against paying more 
than their fair share of property 
taxes. Experienced property manag-
ers are keenly aware of the occu-
pancy costs when negotiating rents 
with potential tenants. An accurate 
ad valorem valuation is essential 
in remaining competitive in today’s 
marketplace. This strategy applies 
not only to office buildings but also 
to all real estate investments.

By lowering the taxable value of 
a $10 million commercial building 
by 10 percent, in an area with a mill 
levy of 100 mills, the property taxes 
can be lowered by $29,000 annu-
ally. With any tax reduction, net 
operating income is increased, thus 
enhancing the value of the property. 

As Colorado asses-
sors reappraise all 
real property every 
two years, a reduc-
tion to the taxable 
value in one year 
often will capture 
that tax saving in 
the following year 
(also known as the 
intervening year).

Ideally, the 
valuation for ad 
valorem pur-
poses should be 
monitored every 
year for unfairly 

assessed values. Possible grounds 
for an appeal include general 
overvaluation by the county asses-
sor or improper classification of a 
property. Other circumstances that 
may impact value include chronic 
underperformance, occurring situa-
tions of excess vacancy, high main-
tenance costs associated with aging 
and dated buildings, or erroneous 
application of market factors by the 
assessor. Assessor valuation errors 
also can occur during times of 
property transition, such as during 
development and new construction, 
at the end of economic life of an 
improvement or at the time of rede-
velopment. On occasion, an event 
causing significant damage to the 
property will impact value.

While many property owners 
attempt to appeal ad valorem valu-
ations themselves, most quickly 
learn they do not have the time or 
expertise to navigate the complex 
ad valorem valuation rules and 
statutes, often leaving valuable tax 
dollars on the table.

Ad valorem laws and valuation 
rules are ever-changing and dif-
fer from an appraisal for other 
purposes. Many owners of office 
buildings do not understand the 
difference between their valuation 
for ad valorem purposes and a “fee” 
appraisal. 

Appraisals can be done for many 
purposes, such as asset manage-
ment, estate purposes and, most 
often, used in lending decisions. 
Appraisals can provide an opinion 
of value for various types of own-
ership interests and typically will 
reflect the value at the time of the 
appraisal. 

By law, ad valorem valuation in 
Colorado must be retroactive to 
a specific date in the past, using 
a specifically defined data collec-
tion period and can only value the 
fee simple estate. Further, due to 
the enormity of the task of valuing 
thousands of commercial proper-
ties, most county assessors use a 
computer-assisted mass appraisal 
system to value many properties at 
once. This process can make it dif-
ficult to properly consider all attri-
butes of individual properties. 

Professional property tax con-
sultants are knowledgeable in ad 
valorem valuation as well as the 
many specific ad valorem distinc-
tions that the typical property 
owner may not be aware of. The 
benefit of using a tax consultant 
extends beyond that of a single 
appeal of a property’s ad valorem 
valuation. A tax consultant can 
analyze the property and recom-
mend which properties should be 
appealed as well as recommend 
filing abatement petitions for real 

property valuations for up to two 
years of past valuations, if no pro-
tests were previously filed for those 
years. Further, a property tax con-
sultant can educate the property 
owner regarding the appeal pro-
cess and the financial feasibility of 
pursuing an ad valorem valuation 
appeal. 

Although appealing an ad valorem 
valuation can be complex and time 
consuming, hiring a professional 
who is skilled and knowledgeable 
at negotiating the multiple levels of 
appeal will increase the opportunity 
for a successful appeal, and most 
likely increase the amount of any 
realized tax savings. 

Most property tax consultants 
offer a variety of fee options. Some 
consultants offer the ability to 
negotiate a contingency fee based 
upon the tax savings. In many 
cases, if an appeal does not result 
in a tax savings, there is no cost to 
the property owner.

It is important to seek a profes-
sional tax consultant with strong 
local market knowledge and a 
longstanding exemplary reputation 
(especially with the local assessors) 
to advocate on behalf of the prop-
erty owner. 

By Colorado statute, the current 
year ad valorem property values 
can be appealed during the month 
of May. Be prepared to file an appeal 
in a timely manner. Now is the time 
to consider how your property tax 
liability affects your bottom line, 
and what you can do to lessen your 
burden. Engaging a property tax 
protest specialist is the best way to 
ensure your assigned values are fair 
and accurate.s

The often overlooked value in your office building

Kendra L. 
Goldstein

Vice president, 
Sterling Property 

Tax Specialists Inc., 
Denver

cbre.com/denver

CBRE congratulates our 2014 top professionals in Colorado.

UNRIVALED TALENT.
UNMATCHED RESULTS.

BRADY O’DONNELL
EXECUTIVE VICE PRESIDENT
Debt & Structured Finance 

GEOFF BAUKOL
SENIOR VICE PRESIDENT
Investment Properties

DAVID POTARF
SENIOR VICE PRESIDENT
Multifamily

BRADLEY LYONS
SENIOR VICE PRESIDENT
National Retail 
Investment Group

JAMES BOLT
EXECUTIVE VICE PRESIDENT
Industrial Brokerage

DOUGLAS BAKKE
EXECUTIVE VICE PRESIDENT
Global Corporate Services

DANIEL WOODWARD
SENIOR VICE PRESIDENT
Multifamily

MIKE  CAMP
SENIOR VICE PRESIDENT
Industrial Brokerage

CHRISTOPHER BODNAR
SENIOR VICE PRESIDENT
Healthcare Capital Markets

TY RITCHIE 
EXECUTIVE VICE PRESIDENT
Global Corporate Services

http://www.signatureflip.com/sf01/article.aspx/?i=5411
http://www.cbre.com/denver
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Taxes

T
ax professionals recently 
have been bombarded with 
questions about the new(ish) 
Internal Revenue Service 
rules, effective for 2014, relat-

ing to a boring part of tax account-
ing that is, for better or worse, 
central to real estate tax planning 
– capitalization policy. 

As a review, capitalization policy 
concerns whether money spent on 
a property should be posted to the 
balance sheet and the cost recovered 
through depreciation over a term 
of years, or expensed to the income 
statement and deducted in the cur-
rent year. This is obviously quite a 
distinction in result for tax-planning 
purposes. 

The IRS concluded in 2006 that 
there was too much confusion in 
this area and it has been working 
feverishly since to compound the 
confusion under the name of “sim-
plification.” As is often the case with 
new tax rules, the germ of this idea 
made perfect sense – to introduce 
some order to an area that was 
fraught with controversy. I am not 
going to say that the IRS screwed 
this up (but I wouldn’t necessarily 
argue with someone who did), but 
I recommend we taxpayers try to 
make lemonade from the lemons we 
were handed.

My approach is to emphasize that 
the changes are truly a paradigm 
shift in how your accounting team 
should view your capitalization 
policy. I think the best way to illus-
trate the change is with examples; 
but first, a brief review. Most accoun-
tants judge an item that must be 

capitalized on two 
factors, its useful 
life and its cost. 
If something has 
a long useful life 
and costs a signifi-
cant amount it is 
capitalized; if not 
(on either count), 
it is expensed. (For 
example, a trash-
can may last longer 
than a computer, 
but it is expensed 
and the computer 
is capitalized). 

Now this has changed. Here are four 
examples:

1. An office building with a bank 
of four elevators replaces one eleva-
tor, which was nearing the end of its 
useful life, at a cost of $100,000.

• Traditional approach – Capitalize 
– It is expensive and long-lived. 

• New approach – Expense – The 
building component is not enhanced 
by the change.

2. A hotel lobby makes flooring and 
other upgrades to refresh the look of 
the property at a cost of $150,000.

• Traditional approach – Capitalize 
– It is expensive and long-lived.

• New approach – Expense – Only 
10 percent of total hotel surface is 
affected, and the lobby has no more 
utility than before the upgrades.

3. A large office building replaces 
bathroom sinks in 40 percent of its 
bathrooms at a cost of $100,000.

• Traditional approach – Capital-
ize – It is expensive, long-lived and 
sounds like a program of improve-
ment. 

• New approach – Expense – 40 
percent of the building’s sinks is 
not substantial relative to the total 
plumbing system. After all, what has 
changed? A sink is a sink. The build-
ing utility is the same.

4. A grocery store upgrades and 
replaces older equipment, dresses 
up the interior and offers new fea-
tures, including a coffee bar and 
sushi bar, at a cost of $1 million.

• Traditional approach – Capital-
ize – It is expensive, long-lived and a 
major upgrade. 

• New approach – Expense (or a 
good case to do so) – Nothing has 
changed; a grocery store before and 
a grocery store after.

And there is more. Even if you 
have to capitalize a change or addi-
tion, you likely can write off the 
undepreciated cost of the item that 
is replaced, which can be estab-
lished based on estimates, and you 
don’t need a cost-segregation study 
to support the position. You should 
also question whether you have 
to capitalize tenant improvements 
related to retenanting a leased space 
(renewals or a new tenant).

Another important point here is 
that you take advantage of the new 
rules with your 2014 tax return, and 
you have an opportunity to look 
back as if these rules had always 
been in effect. This means you can 
take a deduction now for the unde-
preciated remaining cost of items 
that was capitalized, but that could 
have been deducted under the new 
rules. (In fact, I would say if you 
don’t do that, you are not really in 
compliance with the new rules.) To 

accomplish that, you have to file for 
a change of accounting method (IRS 
Form 3115), but you should be doing 
that for 2014 anyway. (Also note that 
you can do that for free for 2014, but 
going forward it is likely to cost you 
at least $7,000 in filing fees per form 
filed.)

My point here is not to educate 
you on the ins and outs of these 
rules, as they are extensive and still 
not as well defined as they should 
be, but to give everyone in the real 
estate industry pause. The new 
rules are different and, in many 
ways, turn capitalization policy on 
its head, so you owe it to yourself 
to verify that your accounting team 
gives that area of your business a 
fresh look.s

IRS presents a gift to landlords … Really! 

Zane Dennis 
Tax partner and 

real estate practice 
leader, Richey May 

& Co., Denver 

My approach is 
to emphasize that 
the changes are 
truly a paradigm 
shift in how your 
accounting team 
should view your 

capitalization policy. 

http://www.signatureflip.com/sf01/article.aspx/?i=5412
http://www.ngkf.com/
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Investment Market

D
enver’s office market and 
economy continues to thrive 
in 2015. Colorado’s 2014 year-
end unemployment rate was 
4 percent. Denver was the 

No. 1 city in the nation for millennial 
population growth in 2014, and it is 
estimated that 22 percent of Denver’s 
population is made up of millennials. 

Colorado had approximately 1.65 
percent population growth in 2014 
(fourth in the nation) and is now 
ranked the No. 2 city for number of 
bachelor degrees per capita. The 2014 
year-end job growth was approxi-
mately 60,000 jobs. These dynamics 
resulted in Urban Land Institute rank-
ing Denver the No. 4 market for com-
mercial real estate investment in 2015, 
and Business Insider Magazine ranks 
Denver as the most comprehensive 
city for economic growth.

Denver’s office investment market 
started rebounding in 2010. Some 
of the investors that were willing 
to make acquisitions early in the 
recovery are now harvesting profits. 
Two examples of this are The Triad 
at Orchard Station and Offices at The 
Promenade. 

M&J Wilkow purchased The Triad in 
2012 for $63 per square foot at 72 per-
cent occupancy. The asset was retrofit-
ted and rebranded by the ownership 
over a two-year period. At the time of 
purchase, market rents were $16-$17 
per sf; today they are $21-$22 per sf 
gross. The Triad is back on the market 
for sale and will prove to be a case 
study on market timing and value 
enhancement execution. 

There are currently several office 
listings that were purchased between 
2006 and 2008, and the holding peri-
ods were extended due to the Great 

Recession. Denver 
weathered the 
downturn better 
than most mar-
kets. Numerous 
office owners were 
successful in hold-
ing through the 
recession, and they 
can now exit with 
upper-teen returns. 
Occupancies are 
nearing 90 percent, 
and rents are at lev-
els exceeding past 
cycles. 

Upside potential 
today in Denver is rolling existing 
leases to market in an improving 
rental market. It’s typical today to see 
rents in place at $3-$5 per sf below 
current market rents in the primary 
suburban markets. Core-plus capital is 
aggressively pursuing assets in Denver, 
and they target 60 percent roll or more 
in the first three years of the holding 
period.

Cap rates continue to compress as 
new capital pursues Denver office list-
ings. There were 18 office trades above 
$15 million in fourth-quarter 2014; 11 
of them sold to new investors to Den-
ver. The capital pool spans from New 
York to California domestically, and 
Canadian capital is the most active 
foreign capital. Cap rates continue 
to compress as the depth of buyers 
increases. The 10-year bond has been 
below 2.25 percent since the end of 
November. At the time of this article, 
the 10-year is at 1.94 percent; it was as 
low as 1.67 percent on Feb. 2 (volatile). 
This has resulted in interest rates for 
long-term debt being plus or minus 4 
percent. 

Most conduits and 
life companies are 
offering between 
two and 10 years of 
interest-only rates, 
depending on the 
loan to values and 
the creditworthiness 
of the borrower. 
Bank or fund bridge 
debt can be in the 
mid-3 percent. 
Hence, a 6 percent 
cap results in a posi-
tive leverage return 

of 10 percent during the interest-only 
period. Commercial real estate is the 
preferred investment vehicle as the 
risk and reward can provide higher 
returns than alternative investments. 

Denver’s most preferred core and 
core-plus markets are the infill loca-
tions of Lower Downtown, Cherry 
Creek and Boulder. There is about 1.25 
million sf of new construction under-
way in LoDo and the west central 
business district. LoDo has a vacancy 
rate under 4 percent, and leases that 
were signed in 2008-2009 can be $7-$8 
per sf below market today. Cap rates 
can be in the upper-4 percent for tro-
phy assets constructed during the last 
cycle to mid-5 percent for redeveloped 
historic brick and timber properties. 
Prices per sf can range from $300 per 
sf for core-plus properties to mid- or 
upper-$500 per sf for trophy and core 
opportunities in LoDo. 

Cherry Creek is transforming from 
a dominant retail destination to a 
live, work, play environment. Cherry 
Creek is becoming a LoDo/millennial 
environment that caters to adults with 
some of the highest incomes in Den-
ver. Due to the recent zoning change, 

there are two office assets, two mul-
tifamily properties and a hotel under 
construction. Leasing activity is strong 
and rents for new office product are 
in the mid-$30s per sf triple net. First 
Avenue Plaza (55 Madison and 44 
Cook) recently traded for $285 per sf 
and under a 5 percent cap rate.

Boulder is in the midst of a transfor-
mation due to a significant amount of 
value-add capital being infused into 
the market over the past three years. 
Unico and Goff Capital Partners both 
made significant investments into 
portfolios of older assets in Boulder’s 
core and eastern markets. With the 
repositioning of these properties, Boul-
der became even more attractive to 
technology and biotech companies. 
Office rents are increasing significant-
ly, and the downtown core of Boulder 
can be in excess of $40 per sf triple 
net.

Due to the lack of opportunities 
in Denver’s CBD and the low yields 
of assets in LoDo, investors are fully 
engaged in pursing core and core-plus 
listings in the southeast suburban 
market. Twelve office sales occurred 
in the fourth quarter above $15 mil-
lion. Prices ranged from $66 per sf for 
a vacant call center facility to $210 per 
sf for a core-plus Class A multitenant 
building.

Overall, Denver continues to be one 
of the most preferred locations in the 
nation for office investment capital. 
Transaction flow continues to increase 
as new domestic and foreign investors 
pursue upside in a rising rental rate 
environment. The Denver office mar-
ket is experiencing benchmark prices 
per sf as lease rates exceed peak levels 
of previous cycles, and cap rates con-
tinue to be at historical lows.s

Office investment market continues to thrive

Patrick 
Devereaux
Executive vice 

president, capital 
markets, JLL, 

Denver

Jason Schmidt
Executive vice 

president, capital 
markets, JLL, Denver

colliers international would like to congratulate legacy partners on the 
expansion of their 1.8m sf denver area portfolio, with these additions:

highland park
9359 E. Nichols Ave. 
Englewood, CO 80112

greenwood plaza
5350 S. Roslyn St. 

Greenwood Village, CO 80111
400 inverness pky.

Englewood, CO 80112

72,610 SF
100% LEASED

63,488 SF
100% LEASED

111,482 SF
• Outstanding location

• Amazing views
• Upgrades coming soon

The Legacy Continues

EXPANDING

14,235 SF AVAILABLE
$25-$26/SF FULL SERVICE

ROBERT WHITTELSEY 
+1 303 283 4581 
robert.whittelsey@colliers.com

JOHN HUTTO 
+1 303 283 4592 
john.hutto @colliers.com

KATY SHEEHY 
+1 303 283 4563 
katy.sheehy@colliers.com

COLLIERS INTERNATIONAL I DENVER · www.colliers.com/denver

For leasing information on these properties or additional available Legacy properties contact:

http://www.signatureflip.com/sf01/article.aspx/?i=5413
mailto:robert.whittelsey@colliers.com
mailto:john.hutto@colliers.com
mailto:katy.sheehy@colliers.com
http://www.colliers.com/denver
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Developer Market

D
enver has a long history of 
boom-and-bust cycles – or 
cycles of rapid expansion 
followed by crushing retrac-
tion – created in part by the 

once heavy emphasis of the oil and 
gas industry in our economy. But 
the metro area is moving away from 
this trend, with a more diversified 
market, including strong activity in 
the finance and technology sectors. 
While Denver currently has nearly 2 
million square feet under construc-
tion or renovation, this represents a 
less than 2 percent increase to total 
supply. Market forces are encourag-
ing restraint so the market is not 
overbuilt.

Denver’s central business district 
is one example of restrained devel-
opment – despite what appears to 
be major activity in the market, 
especially in Lower Downtown and 
Central Platte Valley. New develop-
ment projects underway include 
1601 Wewatta, the Triangle Building, 
1401 Lawrence, the LAB at 17th and 
Platte, and Z Block, which is located 
along Wazee and Blake streets 
between 18th and 19th streets. 

For the first time in the history of 
many development cycles, Denver’s 
market is experiencing significant 
preleasing success – each of the 
buildings are 30 to 40 percent pre-
leased prior to completion with 
substantial activity on the balance 
of each property.

The market diversification is evi-
dent by the strong activity in the 
finance and technology sectors, 
providing additional insulation 
from potential downsizing while 

oil prices remain 
low, and producing 
a vibrant, active 
and heterogeneous 
market. At year-
end 2014, the CBD 
reported overall 
vacancy of 12.62 
percent, well below 
the 35-year histori-
cal average. This 
activity resulted 
in strong full-year 
absorption of 
453,266 sf, leading 
the metro Denver 
submarkets.

The office market is a barometer 
of the health and vitality of the 
overall market. 

Office rental rates are rising 
steadily throughout the metro 
area, with an average increase of 
21 percent over the last four years. 
Part of this increase is due to the 
restraint in development – scarcity 
of high-class product is creating a 
strong demand, which pushes rents 
upward. Landlords are upgrading 
assets to maintain market relevan-
cy, also driving rates upward. 

This trend is so powerful in some 
markets that Class B buildings are 
now experiencing strong occupancy 
and accelerating rates. Southeast 
suburban Class B properties in 
many cases are achieving over $20 
per sf, a new high for Denver. Even 
Class C buildings are feeling the 
impact, achieving lease rates that 
reach former Class B prices. 

Many factors are encouraging this 
shift away from the severities of 

boom and bust. The Metro Denver 
Economic Development Corp. spent 
the last 12 years diligently working 
to make history for Denver, consis-
tently recruiting new industries and 
companies, expanding the area’s 
international draw, and growing the 
Denver metro area. As a result, Den-
ver is now recognized as a top city, 
ranking fourth among U.S. markets 
to watch in 2015 in the prestigious 
Emerging Trends in Real Estate 
report, which cited its popularity 
with millennials, concentration of 
technology and energy firms, strong 
local economy and active develop-
ment community as reasons for the 
ranking.

Additional positive influences 
include very high in-migration 
for the metropolitan area, with a 
growth rate ranked ninth in the 
nation by Forbes magazine. The 
Denver metro area’s emphasis on 
mass transit is also a game changer, 
and encouraged suburban and CBD 
development. Through the chal-
lenging years of 2008-2010, transit-
oriented development provided the 
only real wins in the metro area 
– as Palazzo Verde, Village Center 
Station I, Panorama IV and Lincoln 
Station highlight. Finally, market 
diversification created a positive 
impact, insulating Denver from the 
fluctuations of one industry. 

Technology industries, in particu-
lar, have been a growth engine for 
the area, with Denver ranking third 
in the nation (for the sixth consecu-
tive year) for high-tech workers 
per capita. Corporate and regional 
headquarters are expanding; recent 

announcements include Arrow Elec-
tronics, Nationwide and CoBank. 
Additionally, companies are in 
growth mode, with many insurance, 
health care and engineering com-
panies expanding, such as Allstate 
Insurance and Kiewit Construction. 
The CBD, SES and Northwest mar-
kets have seen the most expansions 
and corporate relocations. In par-
ticular, companies are looking again 
at the CBD as a vibrant and positive 
location, as evidenced by recent 
announcements by Liberty Global 
and Transamerica. 

It is expected this trend will 
continue, and many economists 
predict the future looks bright for 
Denver’s economy. The University of 
Colorado’s Leeds School of Business 
forecasts that Colorado will gain 
61,300 jobs in 2015, a level of growth 
that will place the state among the 
top 10 in the nation for job cre-
ation. The professional and busi-
ness services sector, one of the top 
office-occupying industry sectors, 
is also projected to grow a robust 
3.3 percent next year, adding 12,800 
jobs. The stage is set for continued 
expansion in 2015. 

Newmark Grubb Knight Frank 
Research forecasts the momentum 
achieved in 2014 will continue in 
2015, with positive absorption in 
most markets meeting or exceed-
ing 2014 levels; rental rate increases 
continuing in the CBD, NW and 
SES submarkets; speculative TOD 
development breaking ground in 
the SES; and continued job creation 
and falling unemployment driving 
expansion.s

Boom-and-bust cycle squarely in the past

Tom Lee 
Executive 

managing director, 
Newmark Grubb 

Knight Frank, 
Denver

http://www.signatureflip.com/sf01/article.aspx/?i=5414
http://www.northforest.com/
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Leasing Market

S
outheast suburban Denver is 
proving to be a dynamic and 
highly sustainable submar-
ket for owners and tenants. 
Opportunities abound across 

more than 40 million rentable square 
feet of office space, with abundant 
options for tenants and significant 
movement among spaces. And it’s 
always easy to find a parking spot.

Since recovery from the Great 
Recession began in June 2009, 17 
of the 22 quarters have seen posi-
tive absorption. In a few cases, ten-
ants have exited the Denver area or 
moved to a different submarket, but 
what is perceived as a setback for the 
landlord community only generates 
opportunity for tenants.

Investment activity in SES is fas-
cinating. Transwestern’s Investment 
Services Group tracks sales activity, 
and watched a compression of capi-
talization rates from 2012 to 2014 of 
more than 100 basis points for sta-
bilized Class A product, and over 65 
bps for stabilized Class B product. For 
this purpose, “stabilized” is defined 
as 85 percent occupied or greater. The 
practical application of this scenario 
for tenants is that the owners’ bases 
have risen dramatically, command-
ing higher rent for recently acquired 
product.

Class A asking rates climbed an 
average of 4.78 percent year over year 
since 2010, while Class B asking rates  
followed with an average climb of 4.17 
percent during the same time period. 
Given the customary 50-cents annual 
rental bumps, tenants that executed 
leases in 2010 will see a disparity of 
$2.32 per sf increase (in favor of the 
owner) in market asking rates com-
pared with the ending contract rate 
for Class A space, and compared with 

$1.10 per sf dispar-
ity for Class B space.

Another recent 
phenomenon is the 
rise in construction 
costs since 2012. 
Today, $45 per sf is 
the new $30, and 
$65 per sf is the 
new $40. In a build-
out situation, it is 
becoming obliga-
tory for owners 
to expend greater 
amounts of capital, 
which either will 
affect their margin 
or be amortized into 
the rental rate. This 
rise in construction 
cost contributed 
to increased rental 
rates, and made it 
more valuable to 
salvage existing 
infrastructure when 
planning new office 
space.

With over 30 
large-block tenants 

(30,000 rentable sf or greater) current-
ly in the market, representing over 3.4 
million rentable sf of space, turnover 
is unremitting. This statistic is intrigu-
ing because the large-block tenants in 
the market represent approximately 
8.5 percent of the overall inventory. 
Typical users in the SES submarket 
include professional services firms, 
communications companies, financial 
services firms and engineering firms. 

Among the development communi-
ty there is a clear direction for “urban-
ization” of the SES Denver market. For 
new developments to be successful, 
proximity to light rail and walking-

distance amenities are key. There are 
more than 30 proposed office projects 
in various development stages across 
the SES Denver.

Here is a practical application to 
tenants confronting an office-leasing 
situation:

Start early. Time is your friend. 
Forward-thinking companies that 
want to uncover all opportunities to 
drive value from real estate should 
approach the market well in advance 
of the renewal-option notice date.

Trust your adviser. Interview multiple 
tenant representation specialists to 
ensure the right fit for your require-
ments and your business. Cross-
examining multiple groups will give 
you access to several perspectives 
and ensure you are engaging the best 
team to handle your transaction.

Don’t settle for the status quo. Many 
real estate professionals can point to 
comps and trends in the market, but 
few look for ways to deliver outlier 
results that disrupt the norm. Assem-
bling a team of real estate profes-

sionals with diverse skill sets leads to 
the best solutions. Every lease is an 
opportunity to drive value, not only 
economically, but also emotionally 
by creating a physical space that will 
attract and retain employees.

Understand why. Building ownership 
structures all have different goals 
and objectives. Negotiating with a 
real estate investment trust, private 
owner, institution or foreign entity 
presents different challenges that 
require insightful audience analysis. 

Cover the bases. Understanding the 
basis and financial structure of the 
asset in question can pay dividends in 
your negotiation strategy. Focusing on 
buildings with low amounts of debt 
and low bases can add substantial 
flexibility to the owner’s abilities.

Recognize the details. Office leases 
are complicated financial instruments 
that require acute attention to every 
detail. Buildings will trade owners, 
but the lease documents will remain 
in place, commanding tenants’ 
outcome.s

Finding value in vibrant southeast suburban Denver

Preston Dunn
Vice president, 
Transwestern, 

Denver Tech Center

Chaise Schmidt
Associate, 

Transwestern, 
Denver Tech Center

Southeast suburban absorption rates from 2009 to 2014

http://www.signatureflip.com/sf01/article.aspx/?i=5415
http://www.avisonyoung.com/
mailto:alec.wynne@avisonyoung.com
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Leasing Market

I
f Boulder is 25 square miles 
surrounded by reality, then the 
Boulder office market is simi-
larly surreal. Dramatic changes 
in ownerships and prairie 

fire demand have conjoined with 
municipally limited development 
to produce the prospects for a mas-
sive price upheaval. This change in 
lease rates moved by as much as 45 
percent in certain suburban pockets 
in the last three years alone, with 
the majority of the increase coming 
in the last six months. Let’s walk 
through the reasons this is now tak-
ing shape by exploring some cata-
lysts. 

First, in 1967 Boulder voters 
approved one of the first open-space 
tax initiatives in the country for the 
purposes of limiting growth and cre-
ating buffers within and around the 
city. This set the stage for Boulder 
to become one of the more unusual 
communities in the nation. 

Jump to 2006 when three random 
events prepared Boulder to take off 
in terms of office space demand. 
An unassuming former motocross 
rider turned advertising genius, Alex 
Bogusky, gets a wild hair down in 
Miami and decides he wants to pick 
up most of his entire 800-person 
advertising agency, Crispin Porter 
+ Bogusky, and move it to Boulder. 
It’s hard to overstate the impact this 
move had on the Boulder business 
community. The major advertising 
player redesigned a 60,000-square-
foot indoor soccer arena into one of 
the hippest and most unusual office 
environments Boulder has ever seen. 
Articles in AdDesign, Wired and the 
Wall Street Journal created a deafen-
ing buzz. 

Design firms, public relations firms 
and advertising agencies across the 
country took notice and opened 
satellite offices. These people were 
collectively known as “creatives,” 
and create they did. People left larger 
firms to open new firms, and exist-
ing design and advertising groups 
found themselves more “on the 
map” than ever before. Demand for 
space surged. All of the sudden Boul-
der had a whole new kind of cool 
associated with it.

Around this same time, Brad Feld 
and David Cohen, a pair of high 
IQ venture capital nerds, formed 
TechStars, a business incubator 
and accelerator to coach and grow 
inchoate technology startups. Their 
motto is, “Do more faster.” They have 
succeeded and then some by plow-
ing over a billion dollars, along with 
their venture capital partners, into 
over 500 new businesses, most of 
which were located in downtown 
Boulder. Filtrbox, Graphicly, Socialth-
ing, Sphero and hundreds of others 
are actively working, changing every-
thing from our social media applica-
tions to toilet technology in develop-
ing nations. 

Google built its presence in Boulder 
through the purchase of @Last Soft-
ware, also in 2006. What was it about 
2006 – solar flares? The Googlers now 
number almost 200 in Boulder and 
plan to grow into a large campus at 
Pearl and 30th Street that has Boul-
der’s antigrowth doomsday cultists 
positively soiling themselves. 

Add to the witch’s brew Log-
Rhythm, Kapost, Sendgrid, Quick 
Left, Albeo and so many others that 
have flourished in this educated and 
cutting-edge environment and it’s 
no wonder why we’re running out 
of office space options. Collabora-
tion spaces started to manifest in 
less desirable basement spaces, and 

do-it-yourselfers 
joined with other 
small businesses 
to fill even more 
vacancy. 

In 2011, longtime 
owner of most of 
the buildings in 
Flatiron Park, Larry 
Frey, sold his assets 
to – cue the scary 
organ music – a 
big national real 
estate investment 
firm, Goff Capital 

Partners. Other than Swedish Pen-
sion Fund Alecta, which owns three 
buildings in downtown Boulder, very 
few national players had ventured 
here because most felt safer invest-
ing in larger metropolitan areas. 
And why wouldn’t they? This com-
munity seems to take special pride 
in being antibusiness, but the more 
antibusiness they project, the more 
businesses thrive. Go figure. So our 
quiet little debutant of a town has 
come out, exposed to the national 
real estate investment community 
as worthy of their serious courtship.

In 2012 another national investor, 
Unico Properties, bought into J Midy-
ette’s downtown Boulder portfolio 
and became his partner in the 20 or 
so buildings that he developed with 
the late Don Rieder. Unico almost 
immediately began to court Bill 
Reynolds, the patriarch of Boulder 
office space development and build-
er of millions of feet of commercial 
real estate. 

So, with a sizable measure of 
Adam Smith’s invisible hand, all of 
these events slowly marinated over 
the next few years, quietly boiling in 
the pressure cooker of market dyna-
mism and limited-growth local poli-
tics. Predictably, the vacancy rates 
plunged lower and lower, from 10 
percent to 8 percent, to 5 percent …

Meanwhile, in the last few years 
our little berg was recognized by all 
categories of national media (thanks 
Wikipedia): 

• The 10 Happiest Cities – No. 1 – 
Moneywatch.bnet.com

• Top Brainiest Cities – No. 1 – Port-
folio.com

• Ten Best Cities for the Next 
Decade – No. 4 – Kiplinger’s Personal 
Finance magazine

• Gallup-Healthways Well-Being 
Index – No. 1 – USA Today

• Best Cities to Raise an Outdoor 
Kid – No. 1 – Backpacker Magazine

• America’s Top 25 Towns to Live 
Well – No. 1 – Forbes.com

• Top 10 Healthiest Cities to Live 
and Retire – No. 6 – AARP magazine

• Top 10 Cities for Artists – No. 8 – 
Business Week

• Lesser-Known LGBT Family 
Friendly Cities – No. 1 – Wearegood-
kin.com

• America’s Foodiest Town – No. 1 – 
Bon Appetit magazine

• Queerest Cities in America 2015 – 
No. 10 – Advocate.com 

All of which brings us to what is 
supposed to be the point of this tan-
gential mess of a column, the Boul-
der office space market, circa 2015. 
In a move that rocked the city, Bill 
Reynolds finally sold all of his subur-
ban office space, over a million sf, to 
Unico in the largest sale in Boulder’s 
history. Upon closing the transaction, 
Unico immediately raised the rates 
by some 35 percent across the board 
for virtually all renewal and new 
lease transactions. This amounts to 
a near cornering of the office space 
market due to the increasingly finite 
supply of this scarce commodity. 

Even now, tenants that exceed 20,000 
feet have distressingly few options, 
countable on one hand. This infor-
mation is so new that most of Boul-
der’s tenant base has no idea what is 
coming down the turnpike. 

This will have a muscular influ-
ence on the rest of the office space 
market, and the pricing and values 
of Boulder office buildings will cer-
tainly jump. Outlying communities 

including Broomfield and Louisville 
also will feel the impact. 

It’s fair to say that Boulder’s office 
market is in for a precariously wild 
ride in the next couple of years as 
tenants shift and try to make sense 
of the extremely low vacancy mar-
ket. More than ever, sound and clev-
er real estate representation will be 
critical to helping tenants navigate 
responsible office space decisions.s

Why is Boulder’s office market soaring?

Paul Whiteside
Managing partner, 

NewOption 
Partners, Boulder
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T
he official slogan for Den-
ver’s River North Art District 
should be “Up and Coming.” 
It seems to be the phrase of 
choice whenever the bur-

geoning neighborhood is referred 
to in almost any context. And why 
not? It is a perfectly fitting descrip-
tion of the commercial growth 
going on in the area across virtually 
all property types. 

While RiNo is most notable for 
its profusion of artists, designers, 
architects, art galleries, studios and 
other things creative, it does, in 
fact, have an office presence. It cer-
tainly bears no resemblance to the 
central business district’s sparkling 
towers or Cherry Creek North’s 
upscale shops and café. It is not as 
universally appealing or accessible 
as Lower Downtown’s brick-and-
lumber charm. But RiNo doesn’t 
need any of that, nor would its resi-
dents and employers stand for it. 

The area’s identity was forged 
decades ago by location and indus-
try. It is nestled just north of down-
town Denver, with Interstate 70 and 
Interstate 25 to its north and west, 
respectively, Arapahoe Street at its 
eastern border and Park Avenue 
North to its south. When connected 
on a map, those boundaries take on 
the rough shape of a bowtie, which 
is what much of the real estate 
community calls it.

RiNo’s history is as uneventful 
as its location is isolated. Until the 
resurgence began at the turn of 
the last century, RiNo was sparsely 
populated with warehouses, small 
factories, industrial shops of vari-

ous types and 
a smattering of 
residences. Aban-
doned rail yards 
and the Platte 
River accounted 
for the balance of 
the area. 

It wasn’t until 
2000 that Zep-
pelin Develop-
ment decided to 
gamble on what 
the district could 
offer by convert-

ing a former Yellow Cab central 
office into the aptly named “Taxi 1.” 
The 25,000-square-foot brick office 
building proved to be the corner-
stone on which RiNo would expand 
unabated, save for a brief period 
during the recession. Today’s office 
market numbers are no less impres-
sive.

Predictably, vacancy reached its 
peak of 19 percent during midreces-
sion in 2008. Quick to rebound, RiNo 
showed positive absorption in every 
year since, as vacancy rates fell by 
12.6 percentage points, according 
to CoStar Group commercial real 
estate services. Average rental rates 
ticked up by 22 percent over the 
same period, which is a clear indi-
cation that developers believe in the 
long-term potential of office space 
among an admittedly offbeat collec-
tion of urban mixed-use properties. 
And those existing office spaces 
continue to perform well amidst 
significant new growth.

RiNo’s current office building 
inventory stands at 863,585 sf in 

48 buildings, with 123,000 sf of 
that being new product, and a net 
absorption of 119,131 sf. Percentage 
of vacancy, quarter to date, is 6.4, 
the lowest since 2011.

Average rental rates have stabi-
lized at $28.80 QTD, a 1.8 percent 
drop from 2014’s year-end mark, 
which can be traced to 183,000 sf 
of new product delivered since 
summer 2014. Lease rates have 
risen and vacancy rates have fallen 
steadily since 2008, even with the 
recession’s lag and nearly 256,000 sf 
of new space added to the market 
over that period. RiNo is nothing if 
not resilient.

This is not to say that the dis-
trict doesn’t have issues. Despite 
its central location geographically, 
it is still very much a “destination” 
area, slightly off the beaten path, 
although transportation improve-
ments are ongoing, including the 
expansion of light rail to the area.

Income demographics are low 
– about 49 percent earn less than 
$50,000 a year – but expect that 
to change as commercial growth 
continues to stimulate housing 
construction. The whole of RiNo is 
often referred to as gritty, which is 
what attracted people there in the 
first place. That industrial lineage 
won’t be compromised.

Strength of the current funda-
mentals will continue to spur office 
space growth on its own, as will 
the fixed market drivers surround-
ing the area. RiNo is surrounded by 
LoDo, the central business district 
and the National Western Com-
plex. There is still vacant land to be 

developed there, and a number of 
existing properties to be rehabili-
tated. 

Sustainability is critical to the 
district. Reuse of materials from 
within RiNo and other areas of 
metro Denver lend credibility to the 
sustainable movement as a whole, 
cut construction costs and preserve 
the authenticity of the district’s 
roots. Rust can be a good thing, and 
there’s no shortage of it in RiNo.

As the nation’s economy strength-
ens and the metro area continues 
to stimulate job growth, new office 
space will find a place in RiNo. It’s 
already there, and the demand is 
real. The look and feel of the place 
might not be for everyone, but suf-
fice it to say, it’s way beyond “up 
and coming.”s

RiNo’s office market has found its place

Darrin Revious 
Broker, NAI 

Shames Makovsky, 
Denver
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The Confluence
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Denver, CO
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Office
Glendale, CO
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Leasing Market

RiNo’s current office 
building inventory 

stands at 863,585 sf 
in 48 buildings, with 

123,000 sf of that 
being new product, 

and a net absorption 
of 119,131 sf.

http://www.signatureflip.com/sf01/article.aspx/?i=5417
mailto:etupler@hfflp.com
mailto:msullivan@hfflp.com
mailto:jjugl@hfflp.com
mailto:jrobbins@hfflp.com
mailto:jsimon@hfflp.com
mailto:byaffe@hfflp.com
mailto:lmcbroom@hfflp.com
mailto:jhaag@hfflp.com
http://www.hfflp.com/
http://www.chicagotitlecolorado.com/


April 2015 — Office Properties Quarterly — Page 13

D
enver’s growth is chang-
ing the city’s culture and 
energy – a change rivaling 
the great cities of the world. 
Within the next few years, 

downtown will continue attracting 
people of all ages and companies of 
all sizes, boosting demand for office 
space. Recently, many companies 
decided to relocate or open offices 
in Denver to access the educated 
workforce offered in the Mile High 
City. The central business district is 
only 11.2 percent vacant, and Lower 
Downtown and the Central Platte 
Valley market are even lower at 6 
percent direct vacancy. Downtown 
is tracking 831,005 square feet of 
new office construction underway 
with the majority coming in large, 
traditional office blocks.

Technology, advertising, media 
and information companies account 
for a large portion of Denver’s office 
market. Where are these companies 
choosing to office and what is driv-
ing their decision?

It is no secret that LoDo provides 
TAMI companies with the best of all 
worlds. LoDo’s proximity to down-
town provides great access to public 
transportation, commerce, enter-
tainment and density of workers. 
However, if you are looking to move 
a business here, these amenities 
will cost you. The high demand for 
creative office space coupled with 
the redevelopment of Union Station 
drove the vacancy in the area to an 
all-time low, while rents continue to 
sky rocket. Does this mean there is 

no hope for a cre-
ative company that 
does not want to 
break the budget? 

The answer is no. 
Areas such as River 
North and South 
Broadway, made up 
of predominately 
infill redevelop-
ment properties, 
offer perceived 
value while stay-
ing connected to 
the amenities and 

culture that TAMI companies cher-
ish. Neighborhoods like Ballpark, 
Five Points, Curtis Park, Highlands, 
Lower Highlands, Golden Triangle, 
Santa Fe Arts District and the Baker 
Neighborhood are experiencing tre-
mendous growth. 

Working with these creative com-
panies every day, our tenant rep-
resentation team has seen a shift 
in the type of space companies 
want to occupy. Companies are now 
searching for more diverse office 
space, ranging from quiet, individ-
ual work environments to large ad-
hoc collaborative meeting spaces. 
Creative space is the intersection of 
innovation and collaboration, and 
converted warehouses and reno-
vated office buildings support these 
types of build-outs. 

For instance, the RiNo area has 
creative office concepts popping up 
all over the place, turning historical-
ly industrial areas into a burgeon-
ing tech environment. Restaurants, 

breweries and 
bars are anchor-
ing neighborhoods 
and providing local 
flavors that draw 
a healthy mix of 
people. 

Stepping into the 
Periphery

In competitive 
business environ-
ments, companies 
need to attract and 

maintain a high-quality workforce. 
Today’s workers, especially the 
millennials, demand more than a 
desk, computer and phone, which 
drives management to look beyond 
the status quo to find inspirational 
spaces with character. Employees 
want access to amenities that help 
them create a healthy work-life 
balance. These amenities include 
bars, restaurants, yoga studios and 
proximity to quality housing. Com-
panies are expanding outside tradi-
tional markets that offer lower-cost, 
cutting-edge spaces. 

Several companies that have bet 
on these locations include Mersive 
(RiNo) and Sprocket Design (Golden 
Triangle). According to both com-
panies, walkability, lifestyle and 
access to transportation are key ele-
ments to providing their employees 
with a healthier work-life balance. 
Sprocket Design Build Principal Bill 
Moore said he believes buildings 
in these areas are blurring lines 

between traditional classifications 
of office buildings. 

Companies like Mersive, which 
has a large number of employees 
who bike to work or ride public 
transportation, love areas like RiNo 
because of the proximity to bike 
paths, bus lines and the highway.

When Sprocket Design Build 
needed space, it was looking for 
value in a cutting-edge space. 
Moore said he wanted to be near 
the Golden Triangle and purchased 
a former nightclub building at 
Ninth and Lincoln. After modest 
renovations, the building is a prime 
example of adaptive reuse.

While these buildings offer char-
acter, culture and charm, they are 
not without drawbacks. Some of 
these older buildings still have 
problems, but as long as you can 
make an informed decision and 
know how to navigate the realm 
of a creative office, these types of 
spaces can offer immense value to 
companies.

If approached correctly, compa-
nies willing to look outside tradi-
tional markets can access the less-
er-known market of inspirational, 
creative space in a price range that 
will not break the bank. While these 
spaces are not for everyone, they 
provide ample access to amenities 
desired by today’s workforce and 
can provide an added advantage 
when competing for top talent.s

Creative office alternatives found in periphery

Hadley Cox
Vice president, 

CBRE | Brokerage 
Services, Denver

Drew Thomas 
CBRE | Brokerage 
Services, Denver

Leasing Outlook
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Leasing Outlook

T
he Colorado nonprofit sec-
tor soon will face significant 
increases in operating costs 
due to rising real estate 
expenses in the Denver 

metro area and beyond. The 2014 
Colorado Nonprofit Facilities Sur-
vey Report, released in November 
by Denver Shared Spaces and The 
Nonprofit Centers Network, shows 
that 26 percent of Colorado non-
profits will renegotiate their leases 
in the next 12 months. With the 
current booming commercial real 
estate market, these organizations 
may face a $5-per-square-foot cost 
increase to retain current office 
space. The average nonprofit sur-
veyed required approximately 3,500 
sf for operations. Renegotiating a 
lease at today’s prices could mean 
nonprofits would be paying an addi-
tional $15,000 per year in occupancy 
costs. 

“Our organization has an office in 
the Ballpark area of downtown Den-
ver where there are many services 
for the homeless population,” said 
Laura Thompson, executive direc-
tor of the Denver Voice. “We have 
been informed that the building will 
eventually be torn down. As a non-
profit, we are very concerned about 
finding another space in this area 
that is easy for our vendor to access 
and that is affordable.

“My organization currently has 
two offices, and our lease is expir-
ing in early 2015,” Thompson said. 
“Since we need to be close to down-
town Denver to serve our clients, it 
has been next to impossible to find 
adequate space in our price range.” 

For many organizations, the 
increase to their overhead costs may 
be even more substantial. Approxi-
mately 70 percent of survey respon-
dents stated that their workspace 
would not meet their organization’s 
needs in the next five years. 

When asked why their current 
space will be inadequate in five 
years, most nonprofits responded 
that their offices are bursting at the 
seams – they are not leasing enough 
space to accommodate current pro-
grams, administrative staff or stor-
age needs. 

As nonprofits of all types see the 
demand for services continue to 
increase, even those who currently 
have adequate space may need 
to expand to accommodate their 
stakeholders’ needs. The Nonprofit 
Finance Fund’s 2014 State of the 
Sector Survey reported that non-
profits nationwide are experiencing 
increases in demand for services for 
the sixth year in a row. 

“This information is very use-
ful for nonprofits, policymakers 
and funders,” said Renny Fagan, 
president and CEO of the Colorado 
Nonprofit Association. “The market 
is changing and nonprofits need 
information like this to stay on top 
of trends.” 

More Nonprofits Lease than Own
While leasing can be advanta-

geous in down markets and can 
preserve flexibility for growth, it 
also can expose organizations to 
additional risk when high-market 
demands increase rental rates. 
Nonprofits that lease space are pay-
ing an average of $10.50 per sf, the 
survey found. These favorable rates 
negotiated during the recession may 
no longer be available. Some organi-
zations may be fortunate enough to 
find a benevolent landlord willing to 
donate space or provide below-mar-

ket lease terms; 
however, as prices 
rise, many once-
donated spaces for 
nonprofits will be 
reintroduced to the 
market. 

In today’s mar-
ket, nonprofits 
are more subject 
to price fluctua-
tions than before, 
as more organiza-
tions are leasing. In 
2002, a funder-led 
Denver/Boulder 
Nonprofit Facilities 

Needs Study conducted by the Rose 
Community Foundation and The 
Daniels Fund found that 43 percent 
of nonprofits in the metro area and 
Boulder leased their space. Today 
this number has increased by 10 
percent. 

What are Colorado’s  
Nonprofits Looking For?

Although budget restrictions are 
significant when it comes to finding 
space for the nonprofit sector, many 
also have specialized needs. One of 
the most desired amenities revealed 
by the survey was warehouse space, 
which has become difficult to find 
at an affordable rate since the legal-
ization of marijuana. 

Additionally, nonprofits need 
access to large training spaces, event 
space, commercial kitchens and per-
formance space. Storage space, con-
ference rooms and small meeting 
rooms were also highly desired. 

Opportunities for  
Nonprofit Organizations

The traditional solution for many 
nonprofits facing rising rents would 
be to move outside the traditional 
service area in pursuit of affordable 
space; however, the growing move-
ment of nonprofit shared-space 
models provides new options. Den-
ver is home to one of the largest 
concentrations of intentional shared 
spaces for nonprofits in the United 
States with over 20 nonprofit cen-
ters currently operating and more 
coming on line each year. Colorado 
nonprofits and social entrepreneurs 
are driving the movement toward 
collaborative, creative workspaces 
that meet the needs of employees, 
clients and community members. 

Nonprofit centers are most often 
categorized as “social purpose real 
estate” – buildings focused on the 
triple bottom line of people, planet 
and profit. Sharing space allows 
nonprofits to economize on office 
space as well as shared services like 
IT, bulk purchasing, cleaning, secu-
rity and sometimes shared staffing, 
while the landlord receives a mod-
est return on investment. Addition-
ally, these shared spaces allow for 
organic collaboration among like-
minded organizations, increasing 
their impact on the communities. 
The growing trend has resulted in 
over 350 mission-driven shared 
spaces across the U.S. and Canada, 
with another 250 centers in some 
stage of development. 

Attitudes about sharing space in 
Colorado have shifted substantially 
since 2002, when nonprofit shared 
space was a novelty and few mis-
sion-driven models existed. Non-
profits are more familiar with the 
concept now, better understand the 
advantages and disadvantages, and 
are more sophisticated about how 
shared-space models can support 

their mission. While 
shared space isn’t for 
all organizations, it is 
increasingly being con-
sidered as an option to 
expand impact and effi-
ciency.

Thompson said she 
sees shared space as 
a potential option for 
Denver Voice. “We are 
working with a number 
of partners who serve 
the same population to 
see if there are spaces 
that we could share as 
an alternative to hav-
ing our own separate 
space,” she said. 

What’s Next? 
The Nonprofit Centers 

Network and Denver 
Shared Spaces chose 
to issue the Colorado 
Nonprofit Facilities 
Survey in mid-2014 to 
fill a 13-year data gap 
around nonprofit facil-
ity needs and to better 
understand how non-
profits are using build-
ings to meet their mis-
sions. The intent was to 
analyze today’s space 
needs and to capture 
the size, scope and state 
of nonprofit space use 
in metro Denver and 
throughout Colorado. 

The electronic survey 
tool was distributed 
statewide via a variety 
of partners, collecting 
249 unique responses. 
This represents only 1 
percent of the potential 
pool of eligible organi-
zations. 

As such, DSS and 
NCN are planning a sec-
ond phase of the research that will 
increase the geographic and subsec-
tor representation of respondents. 
In order to have a more robust data 
set that reaches cities and towns 
outside of the Denver metro region, 
a listening tour is being planned 
to convene nonprofits and create a 
forum for discussion of space-relat-
ed issues. These space summits will 
be held in a diverse set of counties 

statewide selected to capture the 
fullest range of nonprofits.

Nonprofit workspace and infra-
structure is important, because 
workspace is an integral component 
of how nonprofits serve communi-
ties. Organizations facing space chal-
lenges can reach out to local experts 
such as DSS and NCN for support 
not just around shared spaces, but 
also referrals and broad advice 
regarding commercial real estate.s

Nonprofits facing space crisis in strong market

Katie Edwards
Membership and 

technical assistance 
associate, The 

Nonprofit Centers 
Network, Denver

There’s a bigger number of nonprofits now that don’t 
know if they are willing to share space, which indicates 
that more nonprofits understand the challenges of shar-
ing space, but are still open to considering it.

Source for all charts: The Nonprofit Centers Network
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Case Study

and we have great tenancy too. For 
foreign buyers who are looking for 
good, safe investments, they look at 
the train station and think this is a 
safe, valued investment.”

However, while the location is an 
important part of the buildings’ suc-
cess, other elements also contrib-
uted to the top-dollar price tag. The 
buildings, like much of Denver, are 
100 percent leased and occupied. 

“I think there’s a lot of other intan-
gibles that created value in these 
two products,” said Robert Cohen, 
chairman and CEO of The IMA 
Financial Group Inc. “Yes, another 
building two blocks from here can be 
just as beautiful and just as classy 
and have long-term tenants, but its 
not on the 50-yard line of Union Sta-
tion. Or it could be right across the 
street at the 50, but not have a long-
term tenant. I think for the buyer to 
get all of that, and to have a buyer 
who’s not in the market who wanted 
to come into it, helped accelerate 
the price.”

GLL entering the Denver market is 
an example of the increased interest 
from domestic and foreign capital 
that now views Colorado as an ideal 
market. From January to November 
2014, there were 27 office transac-
tions above $15 million. Of those, 14 
acquisitions were with new inves-
tors to Colorado, and nine were with 
a foreign capital source, according 
to Patrick Devereaux, executive vice 
president, capital markets, JLL.

“Denver is a market that we’ve 
been interested in for a long time,” 
said Ramm. “A component of our 
overall investment strategy includes 
employment growth and, by all 
measures, the Denver metro market 
clearly has been performing well.” 

The submarket location of the two 
buildings – defined by Cherry Creek 
and Speer Boulevard to the west, 
Platte River to the north, Coors Field 
and 20th Street to the east, and tra-
ditional historic Lower Downtown 
product to the south – is relatively 
compact, said Ramm. 

“There is 1.5 million square feet of 
office and retail existing or planned 
for that submarket and all the land 
is spoken for; once it is fully built 
out, that’s it,” he said. “Additionally, 
we are one of the only places in 
the LoDo submarket where tenants 
can get brand new, energy-efficient 
product with larger floorplates and 
everything else one would expect 
from a new building, because much 
of the LoDo product is older, historic 
buildings with functionally challeng-
ing space.”   

The two office buildings – designed 
to look like cousins, rather than 
identical twin sisters – are part of 
the historic landmark district devel-
opment. When designing the build-
ings, it was important that they 
complement, rather than contrast, 
their surroundings – the historic 
Union Station, the brick warehouses 
of LoDo and the contemporary rede-
velopment with the high-tech tran-
sit solutions, said Andy Nielsen, the 
principal in charge of the projects 
with AndersonMasonDale Architects.

“We tried to pick those up and 
meld them together so the buildings 
could mediate between the historic 
station and the historic warehouse 
context but also be contemporary in 
their expression,” he said. 

One of the major aspects of the 
master development plan for the 
Union Station project was to cre-
ate an urban environment in which 
employees feel like they have every-
thing at their fingertips. This desired 
city vibe goes beyond the classic 
definition of a mixed-used environ-

ment that offers retail on the bottom 
and office above. 

“It’s a perfect symbiotic relation-
ship,” said Frampton. “It’s truly a 
neighborhood and truly a city. We 
do have retail on the bottom, but 
we have a true urban setting on the 
bottom. It’s well beyond just having 
Subway. You can drive down Arapa-
hoe Road, and you’ll see that all the 
office buildings have retail in them. 
It’s not that. It’s an authentic urban 
experience.”

This new take on a mixed-use 
environment is a trend that Den-
ver is seeing more and more. Large 
warehouses in the River North dis-
trict are embracing the community 
aspect with large success. 

“I certainly hope the projects that 
develop will have some of the same 
characteristics that make the whole 
Union Station development work, 
and that’s the use of pedestrian 
active areas on the ground plane,” 
said Nielsen. “Making sure there’s a 
sense of amenities along the street 
that give people a reason for being 
there, and keep people coming and 
going so there’s vibrant activity – that 
urban feel – there’s lots going on and 
lots of choices.”

The desire to embrace the urban 
environment is often associated with 
the influx of millennials moving to 
Denver and joining the workforce. 
More than 25 percent of Denver’s 
population growth since 2000 has 
been millennial, said Devereaux.

“These two buildings are in a very 
strong submarket (LoDo), which is 
definitely on the upswing as a live-
work-play neighborhood attractive to 
millennials (and therefore to employ-
ers) and which has some unique 
characteristics that make it very 
appealing from an office investment 
point of view,” said Ramm.  

“Everybody is moving to cities, and 
it’s partly for jobs, but it’s also partly 
for the appeal,” said Frampton. The 
ability and desire to have a true com-
munity experience, rather than the 
suburban experience, is attractive to 
many. “People, for whatever reason, 
more than ever, want that,” he said. 
“That’s why you see so much growth 
around here.”

This communal aspect of the devel-
opment is in large part attributed to 
the Wynkoop plaza area. To incorpo-
rate the plaza into the buildings, the 
IMA Building features indoor-outdoor 
areas, which are a highly sought-after 

amenity for new office buildings. The 
idea of bringing the indoors outdoor 
is very much part of the Colorado 
lifestyle, Cohen said. 

The building features balconies on 
each floor, as well as a private plaza 
area on the ground floor connecting 
to the public plaza and a terrace on 
the top floor. “When you’re down-
town working, you rarely get outside 
in the middle of the day to have a 
meeting, and now we can do that,” 
he said. 

Additionally, both buildings offer 
many of the considered must-have 
office amenities – a third-space envi-
ronment, collaborative areas, work-
out facilities, security, parking, and 
convenience for employees who bike 
or use public transit to get to work. 

Another feature all generations are 
demanding more from Denver prop-

erties is a conscious effort toward 
sustainability and the importance 
of LEED certification. “It was very 
important to us,” said Cohen. “We 
have an environmental department 
here, we have a younger millennial 
workforce here, and I would say that 
to most of them, that matters.”

Both wing buildings are LEED Gold 
certified. Nielsen said there is man-
date for state projects that buildings 
meet LEED certification, which is 
driven by public’s demand for it. 

“Developers are finding that there’s 
a benefit, at least for certain LEED 
certifications,” he said. “People like 
the idea of supporting sustainable 
design. If you’re going to put your 
name on the outside of a building, 
you like the idea that it’s got a LEED 
plaque that goes along with it.”s

Continued from Page 1

Courtesy Frank Ooms Photography 2014 
The wing buildings were designed to complement, rather than contrast with, their surrounding buildings, a nod to the historical  
elements while staying contemporary. 

Courtesy Frank Ooms Photography 2014 
A lot of the buildings’ value is in their proximity to the transit-oriented development of 
Union Station.
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C
olorado maintained its ranking 
as a top 10 state for employ-
ment growth during 2014 and 
is expected to post a strong 2.7 
percent increase in employ-

ment in 2015. The employment base is 
expected to reach 2.5 million workers 
in 2015, representing the addition of 
over 66,000 jobs. 

More than 60 percent of employ-
ment in Colorado is located in the 
seven-county metro Denver region. 
Metro Denver job gains accelerated 
during 2014, finishing out the year 
stronger than expected with the addi-
tion of 46,200 jobs. An additional 45,000 
jobs are expected to be added in 2015, 
representing a 3 percent growth rate. 
Metro Denver will experience particu-
larly strong employment growth in the 
education and health care services, 
professional and business services, and 
leisure and hospitality supersectors. 

About 120,000 workers were located 
in downtown Denver during the first 
half of 2014, based on the boundaries 
defined by the 2007 Downtown Area 
Plan. Using data from CoStar Realty 
Information, this region includes about 
20 percent of all office space in metro 
Denver, or about 35.1 million square 
feet. Employment data often is dis-
cussed in terms of 11 supersectors, or 
combinations of employment sectors. 
To simplify the discussion, employ-
ment in downtown Denver has been 
further combined into six categories. 
When viewed in this manner, a pic-
ture of the major users of office space 
begins to emerge.

Nearly one-third of downtown Den-
ver’s employment falls in the profes-
sional and business services category. 
This category includes the whole array 
of business services, such as legal, 

accounting, archi-
tecture, engineering, 
computer systems 
programming and 
design, business 
administration and 
management, and 
advertising. These 
companies tend to 
be office users, so 
the expected strong 
growth in this super-
sector bodes well 
for downtown office 
occupancy.

About 22 percent 
of downtown Den-
ver’s employment 

consists of federal, state and local 
government workers, as well as educa-
tion and health care providers. This 
category is also a large user of office-
type space in the central business area, 
although much of the space occupied 
by these workers is in landmark build-
ings such as the Colorado State Capitol 
and the Denver City & County Build-
ing. Sustained economic growth and 
increases in tax collections provide a 
positive outlook for employment in this 
category in 2015.

The third-largest category, represent-
ing 21 percent of the employment base, 
includes all of the retail, leisure and 
hospitality workers. These workers are 
found in the hotels, museums and per-
forming arts spaces, as well as the 3.3 
million sf of retail space in downtown 
Denver. Only about 4.4 percent of the 
downtown retail space was vacant at 
the end of 2014. Leisure and hospital-
ity also is expected to be one of the 
fastest-growing supersectors in metro 
Denver in 2015, so downtown Denver 
employment in this category should 

remain robust.
The remaining roughly one-quarter 

of the workers fall into three categories: 
financial activities (12 percent), natural 
resources and construction (9 percent), 
and information, transportation and 
utilities (5 percent). 

Financial activities consist of banking 
and finance, insurance, investments 
and real estate. These office users 
have experienced mixed results with 
generally decreasing employment in 
metro Denver’s banks, but increasing 
employment in investment services. 
About 60 percent of investment ser-
vices employment in metro Denver is 
located in Denver and Arapahoe coun-
ties, with much of the Denver employ-
ment found in the Cherry Creek area. 
Based on these mixed trends, minimal 
change in financial activities employ-
ment in downtown Denver is expected.

About 78 percent of the natural 
resources and construction employ-

ment in downtown Denver comes from 
oil and gas companies, which tend to 
occupy office space. Although the natu-
ral resources sector represents just 1 
percent of metro Denver employment, 
direct oil and gas employment rep-
resents about 7 percent of the down-
town Denver employment base, or 
about 8,300 workers. As oil prices have 
plunged from $106 per barrel in June 
2014 to $47 in January 2015, oil and gas 
companies are responding by decreas-
ing exploration and extraction activ-
ity. Depending on how long oil prices 
remain low, a decline in oil and gas 
employment in downtown is likely.

The smallest employment category 
in downtown Denver, representing 
about 5 percent of total employment, 
consists of manufacturing, transporta-
tion, warehousing, utilities and infor-
mation companies. Information was 

Employment growth and the downtown market

Patricia 
Silverstein 
President and 

chief economist, 
Development 

Research Partners, 
Littleton

Market Drivers

Please see ‘Employment,’ Page 30
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Market Drivers

I
n today’s rapidly changing 
office climate, it is often dif-
ficult to determine how much 
space a tenant will need when 
they are relocating. With the rise 

of telework opportunities and alternate 
office arrangements, it is not always as 
cut-and-dried as a specific square foot-
age per person. This evolution presents 
a unique challenge for commercial real 
estate brokers and tenants alike, and 
they must work closely to determine 
the most effective course of action. 

Denver Market Space  
Utilization Study

Through phone surveys of Denver 
office tenants and U.S. General Ser-
vices Administration data, the current 
prevailing standard average workspace 
is between 175 and 200 sf per person, 
with the smallest reported space at 64 
sf. This is down from recent years. In 
2010 the average size per person was 
between 225 and 250 sf. On the current 
trajectory, this average could be down 
to as low as 150 sf in a few years. 

Local survey respondents typically 
fall within the nationwide norms, 
with law firms reporting the highest 
average space per sf per employee, 
followed by engineers, financial insti-
tutions and architects. Many Denver 
companies are embracing telework 
opportunities, with 60 percent of the 
study group reporting that a portion of 
their employees work from home on a 
regular basis. While many employees 
have the opportunity to telework full 
time, they often choose to come to the 
office for a portion of the day and still 
require desk space. 

Unsurprisingly, the industries in the 
Denver market that tend to telework 
the least are those requiring more 
space per sf per employee. These 
organizations often need face-to-face 
time with clients, have shared storage 
space and require regular contact with 
coworkers. 

Industry shift. Certain industries stand 
out as most likely to make a shift in 
office space use. Technology compa-
nies were among the first to embrace 
densification of their space, said Joe 
Sigdestad, principal at Avison Young. 
Tech companies have the ability to 
telework and use established tele-
work centers, and shared office space 
is very common. Even traditionally 
space-hungry users are making moves 
to decrease their space use. “Efficient 
space utilization has even crossed into 
the legal field,” said Sigdestad. “Histori-
cally, law firms have had the highest 
utilization ratio per attorney of over 
1,000 rentable square feet per attorney. 
Today the goal is much closer to 750 
rentable square feet per attorney.” 

Other industries that have a reputa-
tion for being old-fashioned are slowly 
making a shift as well. The govern-
ment, for example, mostly uses the pri-
vate office setup for upper level associ-
ates, however, steps are being made 
to reduce their footprint and increase 
efficiency. Manufacturing companies 
are also finding they can operate in 
much less space than before. 

Key motivators for tenants. As rents 
increase in Denver, brokers see clients 
reevaluate their space needs more and 
more. Companies are required to do 
more with less space to lower over-
head costs and increase efficiency. Not 
only do open-office concepts save rent 
money, but also they reduce utility and 
maintenance costs. 

Aside from financials, companies are 
driven to remain an attractive place to 
work. Retaining top employees is criti-
cal to a company’s success, and a flex-
ible work environment and telework-

ing is very attractive. 
Additionally, open 
space plans with 
natural light encour-
age collaboration, 
and allowing every 
employee to enjoy 
views is better than 
a select few. 

Strategies for the 
effective broker. The 
evolving concept of 
office space utiliza-
tion presents certain 
challenges a ten-

ant rep broker must face early in the 
process to determine the size needs of 
their clients. In initial conversations, it 
is best to keep the conversation simple 
to determine how much space they 
are currently using per employee. One 
suggestion is to find the gross sf of the 
entire office and divide it by seats, said 
David Hurtado, Avison Young principal 
project manager. By evaluating this 
baseline square footage, you have a 

solid starting point for your future con-
versations. Next, it is key to determine 
how the tenant envisions their space 
and to involve a project manager and 
architect for best results. 

There are also ways to aid in the 
evolving space trend as a landlord rep. 
It is important to educate the landlord 
on the changing face of office space 
and make the advantages of leasing 
to open-plan users clear. A building 
owner who embraces densification 
and prepares their building for these 
users will easily set himself apart from 
the competition. Being viewed as a 
progressive owner will speak volumes 
for the property and attract tenants 
who desire better amenities. 

There are many ways brokers can 
use the shifting office space trend to 
their advantage. 

“A big area of opportunity is to 
assist companies ‘right-size’ their 
existing space by becoming more 
efficient and effective at using it,” 
said Justin Rayburn, principal at Avi-

son Young. “Right-sizing also allows 
us to help our clients put more 
money to the bottom line.” 

By showing tenants the many ways 
brokers can assist, in addition to 
negotiating a lease, a broker’s value is 
evident and the tenant is more likely 
to come back again and again for 
various real estate needs.s 

The evolution of office space utilization

Sarah Carver
Research manager, 

Avison Young, 
Denver

‘Historically, law firms have 
had the highest utilization 
ratio per attorney of over 

1,000 rentable square feet per 
attorney. Today the goal is 

much closer to 750 rentable 
square feet per attorney.’  

 
– Joe Sigdestad, Avison Young
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L
ike a coach evaluating the 
depth of skill on his team up 
and down the bench, I have 
been struck lately by all the 
strengths that Denver is bring-

ing to the game. If economic develop-
ment recruitment is a championship 
tournament amid grueling competi-
tion, Denver has shown that it has the 
stats, the gifts and the drive to go all 
the way toward its ambitious goal of 
being the next truly great world-class 
city.

Denver’s lineup of assets includes the 
following:

Our workforce. Denver’s labor pool is 
deep and wide; we are second to none 
in concentrated talent. Our workforce 
strength is created when you start with 
an exceptionally well-educated popula-
tion, and then overlay the fact that this 
is a top-ranking place where people all 
over the country would choose to live.

Our startup climate. Our state boasts 
the fourth-highest concentration of 
sole proprietors in the country, and 
consistently ranks in the top five for 
entrepreneurship. A 2014 report on 
Colorado’s fertile climate for entre-
preneurs estimated that we’re seeing 
one new startup company in the state 
every 72 hours. Small wonder that 
here in Denver, the percentage of small 
business jobs as a subset of all employ-
ment is a robust 44 percent. 

Our rankings. Virtually every com-
munity in the country has at least 
one thing that they can point to that 
propels them to the top of some real 
or perceived hierarchy or competi-
tion. The factor that makes Denver’s 
rankings enviably distinctive is that 
we have so many right at the top of 
anyone’s list of just about anything 
that matters. Top place where people 

want to live? Mag-
net destination for 
emerging profes-
sionals aged 25-34? 
High rate of college 
graduates; low rate 
of adult obesity; 
high level of venture 
capital; low rate of 
corporate tax? Yeah, 
we’ve got all that. 

Some days the 
aggregate strength 
of all that Denver 
brings to the field 
makes it a little 
hard to be humble. 
We’ve posted some 

very strong wins in recent months that 
have confirmed that our game plan is 
a tough one to beat.

A “Go-To” Destination
Our current winning streak started 

when WorldRemit, a London-based 
financial services firm, announced in 
December that it would be opening 
its North American headquarters and 
operations center in Denver in early 
2015. We competed with several other 
cities for this deal, which will grow rap-
idly to a staff of 100 this year and more 
than double within a few years.  

WorldRemit offers an online money 
transfer service with a global reach of 
more than 110 countries. In 2014, the 
company added 15 Latin American 
countries. In addition, Accel Partners 
– an early backer of Facebook, Spotify 
and Dropbox – invested $40 million in 
WorldRemit.

“Denver offers the perfect combina-
tion of a highly skilled workforce, sup-
portive local authority and idyllic loca-

tion,” said WorldRemit Founder and 
CEO Ismail Ahmed. “The city is already 
gaining a reputation as a go-to destina-
tion for the burgeoning financial tech 
sector and stealing the thunder of New 
York and Silicon Valley.” 

The firm is leasing 11,126 square 
feet of downtown office space at 600 
17th St. The Denver office had barely 
opened its doors when WorldRemit 
landed a $100 million round of addi-
tional venture financing, which may 
speed up the hiring in Denver. 

The Colorado Office of Economic 
Development & International Trade 
approved incentives for WorldRemit 
totaling up to $3.4 million. Our office 
pledged more than $110,000 of incen-
tives, which includes support from the 
city’s Business Incentive Fund, busi-
ness personal property tax credits and 
workforce development support.

Riding the Rail
A second and significant win for 

Denver arrived when Panasonic 
announced that it would build a hub 
for its fast-growing business solutions 
operations adjacent to Denver Interna-
tional Airport. The campus will create 
about 300 jobs, incorporating both the 
new operations base and an assembly 
facility, said Jim Doyle, president of 
Panasonic Enterprise Solutions Co.

The project, which is expected to be 
completed by mid-2016, will allow Pan-
asonic Enterprise Solutions to further 
expand its rapidly growing large-scale 
audiovisual and ecosolutions business.  

Attracting Panasonic as the anchor 
tenant for this new transit-oriented 
development is one of the biggest eco-
nomic development wins for Denver 
and the entire region in the past sev-

eral years. Also, it marks a giant step 
forward for the “Corridor of Opportu-
nity” between downtown and DIA. It 
reinforces that our culture of ingenu-
ity and incredibly talented workforce 
continues to make Denver a magnet 
for industries of tomorrow, delivering 
new opportunities and connections to 
further strengthen our economy for 
decades to come.

Doyle said the firm intends to drive 
global attention to the importance of 
sustainable community development. 
Denver’s deep commitment to sustain-
ability and quality of life makes the city 
and the state of Colorado the perfect 
place to do this, he said. 

A Major Downtown Decision  
The economic development game 

isn’t merely scored by flashy recruit-
ment wins, of course. Behind the 
scenes and out of the headlines, 
myriad factors and smaller deals are 
playing out weekly as firms of all sizes 
consider specific and often unique 
factors that drive location and leasing 
decisions. 

Meanwhile, no less important than 
firms that relocate here are the exist-
ing ones that Denver can keep happy 
and thriving. These aren’t the thrilling 
home runs exactly, but a steady run 
of singles and doubles – maintaining 
relationships, building trust, listening, 
ensuring lines of communication, solv-
ing problems and reducing barriers. 
We work hard not merely to retain 
employers, but also to encourage them 
to grow their operations and employ-
ment base. 

Such was the case recently with the 
announcement that Transamerica, one 

Recruitment and retention bodes well for Denver 

Paul 
Washington

Executive director, 
Denver Office 
of Economic 

Development, 
Denver

Market Drivers
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Design

I
n today’s real estate world, a 
beautiful transformation is 
subtly taking place with corpo-
rate interior design. In simple 
terms, this transformation is 

driven by a growing need for the 
workplace to express personality 
and individuality in order to flourish. 
The concept of craft and the infu-
sion of authenticity into design is 

an effective way to 
deliver this person-
ality and, as such, 
it is a high prior-
ity for companies 
to manifest those 
concepts into their 
workspaces. 

To that end, com-
panies are taking 
great care in team-
ing themselves 
with skilled design-
ers to differenti-
ate their culture 
and validate their 

image. In the past, the human ele-
ment slipped away as workspace 
took on a more standardized envi-
ronment due to an emphasis on 
quick technology and trend-driven 
design solutions. This eroded the 
human element, which in turn led 
to personal disconnection and loss 
of workplace identity. 

As the pendulum swings away 
from depersonalized space, a renais-
sance of human-centered design 
focused on craft and authenticity is 
emerging. With it comes a celebra-
tion of diversity, individuality and 
increased collective thinking. 

The best models of individuality 
and diversity are found in nature 
and animals, and designers are 
referencing nature more than ever 
before. They are employing the 
inherent geometries of divine pro-
portion found in plants, bringing the 
outdoors in, and introducing organic 
shapes to soften and humanize 
office space. The joy we experience 
when we see the cerulean blue feet 
of a blue-footed booby, the brilliant 
red feathers of a cardinal or the skin 
pattern of a lizard validates how 
we emotionally react to genuine 
originality. The pattern, color and 
ingredients that identify and define 
certain species in nature can be 
reinvented in interior design to iden-
tify and characterize a company’s 
personality and corporate DNA. 

Because collective thinking is driv-
ing new business solutions, recon-
necting people to people through the 
workplace versus the computer is 
in itself a transformational concept 
that needs attention. I believe that 
how this is accomplished has more 
to do with how powerfully a compa-
ny’s personality can attract the best-
suited people, and less to do with 
adopting the latest workplace trend 
when laying out a space. 

To that end, interior designers are 
stepping back from their industry’s 
saturated landscape of workplace 
trend buzzwords, and consider-
ing them as thought-provokers to 
initiate the desired changes. While 
trends are effective benchmarks for 
metrics and establishing social his-
tory, it is important that they not 
become overly prescriptive or inhibi-
tive manifestos. Designers have a 
responsibility to understand the 
genesis and the trajectory of work-
place trends, but it takes a skilled 
designer to distill the ideas and 
forecast which aspects of a trend 
best fit the ideology of a company’s 
work space. Looking at each client 
more carefully and individually will 

peel off any stereotypes and reveal 
the company’s most relevant core 
values. The expression of these core 
values is where “craft” can have 
a substantial impact. Craft imple-
ments the realization of image and 
authenticity. 

Craft is an art or trade that 
requires skill in execution. A high 
level of skill and execution of details 
within a space can convey a very 
positive message about a company 
and its product or service. Con-
versely, poorly detailed materials 
will demonstrate a lack of thought 
or ingenuity and will deliver a nega-
tive message. 

A simple example of craft is the 
straightforward and powerful use of 
millwork in a space because it lends 
a warm familiarity and a tactile 
quality, as well as a calming effect. 
Taking a natural material like wood 
and applying it in broad, unexpected 
ways inside a space is a modern 
approach that shows artistry and 
advancement. The details surround-
ing the joinery and transitions to 
other materials can provide a sense 
of discovery and appreciation by the 
people inhabiting the space, and the 
osmosis of this environment per-
vades the minds of the people and 
the attitude in the workplace. In this 
way, it silently creates and reinforces 
the company’s brand. 

The outward-oriented culture and 
balanced lifestyle in Colorado is the 
perfect stage for human-centered 
design, and Denver firms with satel-
lite offices in nearby regional cities 
such as Boise, Idaho, and Salt Lake 
City are leading the way through 
example. With every new lease, com-
panies are capitalizing on the oppor-
tunity to design space that engages 
a new set of values and taps directly 
into the inherent cultural and con-
textual qualities of the city. In doing 
so, they are also tapping directly into 
the hearts of their employees. 

Design authenticity draws people 
to other people, places and ideas. 
In particular the expression of 
craft in corporate interior design is 
one of the most powerful convey-
ors of brand in which a company 

can invest. A well-crafted working 
environment can psychologically 
promote higher standards, heighten 

the self-image of the people work-
ing there, bring people together and 
increase productivity.s

Craft and authenticity transform the workplace

Gillian Hallock 
Johnson
Principal, 

BurkettDesign Inc., 
Denver

Photo courtesy Frank Ooms  
The broad sweeping wood spine wall floats through the reception level to create a circulation gesture, lending a warm familiarity, 
tactile quality and artistry to the space.

Photo courtesy Frank Ooms  
The handcrafted reception desk at the entry is layered with woven wood, steel and con-
crete to create a statement of the importance of the human element. 

Inspiration often comes from nature. The pattern, color and ingredients that identify 
and define certain species in nature can be reinvented in interior design to identify and 
characterize a company’s personality.
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Design

by Michelle Z. Askeland 
Embracing a work environment that 

offers a variety of choices to encour-
age collaboration is now a staple in the 
workplace. However, while it is impor-
tant to promote collaborative areas, the 
need for a balance between collabora-
tion areas and focus areas is crucial to 
create a successful workplace environ-
ment.

“I think the key is to understand why 
clients want a collaborative space,” 
said Michelle Liebling, senior associate, 
design director, Gensler. “There’s a lot of 
discussion about innovation and how 
to foster innovation in the workplace, 
and a lot of that can be through col-
laboration.”

The term collaboration might be too 
general a phrase to encompass the 
many aspects of creating a social envi-
ronment. 

“By its very nature, collaboration is 
not easily managed,” said Mary Kay 
Sunset, principal, Semple Brown. 
“Groups tend to form spontaneously, 
thus participation is a self-motivated 
choice. The designer’s role is to help 
their client foster conditions that 
encourage collaboration and a sense of 
community to flourish.”

This ad-hoc engagement is repre-
sented in a variety of ways, said Joy 
Ramsey Spatz, studio director, senior 
associate, Gensler. People may have the 
expectation that a conference room 
satisfies this need for a collaborative 
area, but the conference room alone 
does not, she said. Collaboration can 
be learning, meetings, one-on-one 
connections or focusing on something 
together. “Collaboration does not only 
happen in one room,” she said.

The benefits of collaborative work-
places are a topic of a variety of studies 
and research. All three firms inter-
viewed cited research to support that 
these environments foster worker sat-
isfaction, innovation and productivity. 

“Our own research has shown that 
top-performing companies actually col-
laborate more and socialize more,” said 
Liebling. “The idea is to provide oppor-
tunities for people to do their best 
work, because when people are doing 
their best work, they’re satisfied, and 
when you have satisfied people, you 
have higher levels of engagement and 
this is a positive chain reaction.”

“Its been fairly well substantiated at 
this point that collaborative environ-
ments tend to be more dynamic, cre-
ative and innovative,” said Amy Tabor, 
director of facilities planning, RNL. 
“They are also the norm for younger 
generations who grew up in educa-
tional environments that stress project-
based teamwork, and a technological 
environment where they are always 
connected socially and professionally.”

Almost all of the clients of Gensler, 
RNL and Semple Brown are embracing 
some form of collaborative workspaces 
– however the environment in which 
they do so varies. 

“All of our clients are embracing 
better support of collaboration,” said 
Tabor. “Not all of them are doing it in 
the same way. For some, it’s an effort to 
increase designated spaces where col-
laboration can occur and be supported. 
For others, it’s an effort to make sure 
that collaboration can occur anywhere.”

In order to create the best solution for 
the company, it’s important to under-
stand that each corporate culture is 
different. Needs and desires vary from 
client to client and from one industry 
to another, said Sunset. “There is no set 
formula.”

“Creative” professions, including 
advertising, marketing and sales, may 
embrace a community-based environ-

ment more enthusiastically than law 
firms or financial services, the design-
ers agreed. 

“Defining what collaboration means 
to the specific organization is impor-
tant,” said Tabor. “One company’s col-
laboration is not necessarily another’s.”

Focus-Time Areas
To identify the needs of a company, a 

design team must investigate how the 
company operates – who the employ-
ees are, what are their needs, how do 
they work, what in the current work-
place isn’t helping them, etc. They also 
must understand what the employees 
do throughout the day to determine 
if they’re spending a majority of their 
time collaborating or focusing at their 
desk, said Liebling.

“If you’re going to have an open 
office, you must also provide private 
areas,” said Sunset. “Executive and 
employee needs and desires are not 

universal. While marketing and sales 
departments generally work best in 
more flexibile and open environments, 
legal, accounting and human resources 
may still need and desire more private 
workspaces. Hitting the sweet spot in 
terms of balance is the key.” 

Gensler has four workplace profiles 
to classify work modes, which are 
focus, collaborate, learn and socialize. 
“In top-performing companies, survey 
results and feedback from employees 
rank those modes high,” Spatz said.

“More recently, however, there has 
been recognition that paying attention 
only to the collaborative side of a work 
environment can have some pretty det-
rimental downsides,” said Tabor. “One 
cannot collaborate effectively unless 
you also have time to focus, reflect and 
concentrate.” 

When visiting a client’s space, Spatz 
said she might notice a collaborative 
space right next to workstations. This 

location leads to many potential con-
flicts if rules are not established about 
when to collaborate and who can use 
the area, she said. “They have this con-
dition they’re fighting – and they didn’t 
realize they were fighting it – that the 
collaboration area is actually disrupt-
ing the people around it,” she said. “A 
lot of our clients don’t know that. The 
people sitting there know it, but some-
times those people aren’t the squeaky 
wheels. Squeaky wheels get replaced.”

All four designers also stressed the 
importance of a variety of spaces. Sun-
set said she likes to vary the type of 
seating to provide options for usability, 
including bar-top-height tables with bar 
stools for quick meetings and casual 
meeting rooms with upholstered fur-
niture to embrace a living room feel for 
longer, informal conversations.

“There’s a series of different needs 
for an organization,” said Spatz. These 
needs must embrace different postures 

Collaborative spaces thrive best with balance

Courtesy David Lauer Photography  
Shared conference and lounge-style meeting rooms serve as building amenities for all tenants at the Alliance for Sustainable Colorado, 
designed by Gensler. 

Courtesy David Lauer Photography  
The Railyard multipurpose room at IMA Financial Group, designed by Semple Brown, includes a complimentary Starbucks barista, 
healthy food choices, a foosball and pingpong table, and outdoor patio to increase interaction. 
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to escape the continuous position of 
sitting at one’s desk, and must provide 
options for employees to choose where 
they feel comfortable, she said.

When enabling choices by creating 
a variety of spaces, it is important to 
recognize that not everyone will use 
all the areas, said Liebling. “It isn’t a 
one-size-fits-all solution,” she said. 
“Not every single person is going to use 
every single space. But it’s about being 
the most efficient and productive with 
the space that you have.”

Technology’s Impact
The integration of technology is also 

important to collaborative spaces. The 
introduction of laptops and smart-
phones helped blur the line between 
work and home, as has the increase of 
millennials in the workforce. Both of 
which lead to a massive paradigm shift 
in terms of what the workplace is, said 
Liebling. “It’s no longer this place that 
people show up, push their papers, hit 
their numbers and leave,” she said. “It’s 
really this more knowledge-based, col-
laborative environment.”

While collaborative work environ-
ments have been around in various 
forms for a long time, the movement 
seems finally to have found the needed 
balance to thrive.

“I believe each design trend is unique 
unto itself and driven by corporate 
culture changes,” said Sunset. “Trends 
grow out of a need or change in corpo-
rate operations, systems, new technolo-
gies, etc. They happen when the design 
of our office spaces need to support a 
change taking place within the work-
place.”

The mid-1990s saw the beginning of 
the virtual worker, said Sunset. By the 
end of the 1990s, the dot-com era had 

led to a craze in unconventional spaces, 
said Tabor. And 10 years ago, many 
thought that to have collaborative 
space one had to sacrifice other essen-
tial components of the workplaces, 
which led to an imbalance, said Spatz. 

“I’m going to say that human behav-
ior has not really changed, ever,” said 

Spatz. “But our awareness of how we 
can shape and impact the space in 
order to make it better for people, that’s 
really what this is all about.”

“Open, collaborative work environ-
ments are likely here to stay,” said 
Tabor. “The success and effectiveness 
of those, however, is dependent upon 

providing the right spectrum and dis-
tribution of spaces that provide some-
thing other than just that. Some people 
thrive in that kind of environment 100 
percent of the time, but not very many. 
There needs to be a much greater 
emphasis on providing a healthy work 
environment.”s

Courtesy Paul Brokering
A headquarters building in the Denver area, designed by RNL, features open and enclosed collaboration spaces that are integrated 
into the workstation areas. 

http://www.denvercommercialcoatings.com/
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G
iven the choice, about half 
of all office users would 
prefer a “sexy” workspace. 
Sexy is color and texture. 
Sexy is new technology. 

Sexy is in. Sexy interior design is 
about branding and corporate cul-
ture fused together in a package 
that brings the wow factor into 

sharp relief. Sexy 
is also pretty pric-
ey in a cycle where 
construction costs 
are out of control.

You know what’s 
not sexy? Spec 
suites. They’re 
designed to be 
rather pedestrian, 
basic, utilitarian. 
So why are they 
gaining so much 
notoriety in an 
office market that 

seems to want something different?
By definition a spec or speculative 

suite is an office space built out by 
the landlord without a prospective 
tenant in the mix. That is, landlords 
prepare office suites as a way to 
shorten the entire search-to-lease 
process that tenants traditionally 
must navigate. The design and con-
struction is done on the front end 
before a lease is negotiated. This 
might mean that suites are move-in 
ready, including fixed or demount-
able perimeter offices, furniture, 
lighting, paint, carpet, window 
treatments and more. Or they can 
be in “white box” or “vanilla box” 
condition with tenant improve-
ments limited to bare bones heat-
ing, ventilating and air condition-
ing, electrical, finished ceiling, rest-
rooms and a concrete slab floor. 

The variations between these 
two options can be virtually limit-
less, depending on the trends of a 
particular market. But generally, 
the more restrictive a given spec 
suite appears, the less notice it will 
attract from prospective tenants. 
In any event, landlords must pay 
for improvements to these suites 
whether a tenant ultimately leases 
the space or not, so there is some 
risk. The safe bet, at least in the-
ory, is for landlords to stay on the 
“generic” side of the design path, 
if there is such a thing in today’s 
office market. 

By casting as broad a net as possi-
ble with a clean, basic design, land-
lords attract a wider range of ten-
ants and mitigate the risk of sitting 
on spec suites either too stripped 
down or too exotic to attract ten-
ants with a fairly traditional busi-
ness model. 

What that means, essentially, is 
that most prospective tenants need 
to “visualize” themselves in a space 
before they would commit to any 
kind of custom design completed 
through traditional channels. Spec 
suite leasing can forego that step by 
offering a staged option, not unlike 
a home residence, except that 
whatever is in that space stays in 
the space after the lease is signed, 
with little or no additional costs 
incurred by the landlord or the ten-
ant.

Spec suites are usually smaller 
in size – between 1,000 and 5,000 
square feet – so that factor alone 
eliminates large users with contigu-
ous space requirements. On the 
other hand, some landlords will 
dedicate larger vacant blocks of 
space to a spec suite “program” by 
improving many suites at once in a 
single building or many buildings, 

with the goal of finding tenants on 
a rapid growth curve with flexible 
requirements for space and lease 
terms. 

In this case, landlords control 
the astronomical cost of construc-
tion through economies of scale by 
building out multiple spaces simul-
taneously. These spaces are typical-
ly high quality and move-in ready 
with a variety of finish options 
and layouts. Similarly, tenants can 
enjoy the option of expansion more 
quickly than traditional methods 
of design, construction and leasing 
will allow. There are no rules here, 
however, so landlords and their 
leasing representatives are continu-
ously hustling to apply the right 
strategies to the right markets at 
the right time. 

Typically, it is a distressed mar-
ket that stimulates more spec 
suite activity. At the very least, 
spec suites are almost always in a 
landlord’s discussion when trying 
to combat high vacancy. But that’s 
not the case right now, at least not 
along the Front Range. 

The sector as a whole is in an 
extremely low-vacancy cycle – 
about 10 percent, according to 
CoStar Group commercial real 
estate services. In fact, metro Den-
ver’s office market is among the 
healthiest in the nation with simi-
larly rosy projections on the hori-
zon. Fundamentals will remain par-
ticularly robust, and although new 
product continues to come on line 
in the central business district and 
southeast suburban submarkets – 
the metro area’s largest – much of 
that space is already leased. Con-
sequently, there is no significant 
“flight to quality,” a clear indication 
that an ailing market is struggling 
to correct itself. On the contrary, 
this market is firing on all cylinders.

Sure, some Class B properties are 
still lingering and landlords are 
keen to apply the spec suite model 
to a good percentage of that type of 
vacancy when conditions are favor-
able. But on balance, rental rates in 
premium Class A and AA properties 
will continue to tick up over the 
next several quarters while Class 
B space continues to be absorbed. 
Additionally, most landlords have 
stopped offering heavy incentive 
packages and major concessions, 
such as extended free rent. They 
don’t need to do that anymore to 
remain competitive. 

But no market is ever 100 percent 
leased. There is always turnover, 
and there are always spaces that 
will not move for one reason or 
another. In a low-vacancy market 
like this one, maybe a large tenant 
leaves “leftovers” of a few hundred 
or a few thousand sf, oddly config-
ured or unfavorably located over 
multiple floors or even multiple 
buildings. Maybe the suite has a 
less than stunning view or less than 
desirable neighbors. It happens. 

The point here is that landlords 
are always leasing, and still have 
to seek creative ways in which to 
market those stubborn spaces that 
won’t budge. Spec suites often can 
meet those challenges and prove to 
be the better choice when all other 
factors between competing proper-
ties are relatively equal.

Those same spec suites often can 
prove invaluable when looking at 
office properties through a sales 
prism.

It’s obvious that investors are 
bullish on metro Denver across 
all property types and almost all-

submarkets. Office buildings are 
trading at near record rates, which 
usually advance a good-news-bad-
news scenario for landlords. The 
good news is that interest rates 
are still low and both sales volume 
and sales velocity are red hot. The 
bad news is that everybody already 
knows this. Competition to attract 
buyers is no less fierce than it is to 
attract tenants. It’s all about value 
for both sides of the deal, even after 
exhaustive analytics reveal the mar-
row of any given property. 

Well-designed spec suites can, 
and often do, swing a deal to the 
landlord with the vision and fund-
ing to invest at precisely the right 
time. Value is always going to tran-
scend design, regardless of how 
well or poor an unimproved suite 
might look. It’s finding that value 
that can be a tricky business.

Like any leasing strategy, or micro 
strategy as spec suites are known 
in some markets, landlords must 
strive to stay ahead of the curve 
or at least on top of it. That can be 
a tall order when obsolescence in 
interior design and technology out-
pace the traditional planning and 
construction timeline. It’s one thing 
for landlords to build out a space 
with a custom open plan to satisfy 
a single tenant with a sharp eye on 
keeping its millennial workforce 
productive and happy. It’s another 
thing altogether to build out a full 
floor of spec suites with similar 
requirements that appeal to a rela-
tively small percentage of users. 
But it’s happening now, and coming 
soon to a submarket near you. 

The rather literal new moniker 
for these units is “tech-suite,” or 
“tech-spec,” but the basic leasing 

strategy is the same. The design is 
not. It’s sort of an open-plan-gone-
wild proliferation, especially in 
the major U.S. tech hubs that are 
seeing good to very good results. 
Designs can range from plug-and-
play industrial-style open ceilings 
and concrete floors to more refined 
models with paint and flooring in 
shockingly vivid colors and textures 
embraced so passionately by the 
Google crowd. That’s because it is a 
Google-like crowd that will inhabit 
these spaces. 

Granted, landlords are not going 
to shell out top dollar for the addi-
tional tenant improvements typical-
ly demanded by this group. But they 
may offer more than what a generic 
spec package would, if the numbers 
make sense. The jury is still out on 
that one for metro Denver. But not 
for too long.

The war between the open office 
and its many detractors is still rag-
ing, though widely misunderstood 
in most major markets. But that’s 
not a landlord problem. Spec suites 
of any size, shape or level of finish 
are designed to offer the landlord 
some measure of inventory cost 
control in a largely uncontrolled 
market. 

Spec suites almost always 
increase the overall value of an 
office property. And with good tim-
ing and solid design and construc-
tion, the return on investment is 
usually worth the risk for land-
lords and tenants. In that respect, 
spec suites are doing the job they 
were created to do decades ago. 
That’s not sexy. But it certainly is 
sensible.s

Speculative suites are low on the sexy scale

Tia Jenkins
President and 

architect, Kieding, 
Denver

Most prospective tenants need to visualize themselves in a space before they would 
commit to any kind of custom design completed through traditional channels.

The safe bet, at least in theory, is for landlords to stay on the generic side of the design 
path, if there is such a thing in today’s office market.
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I
t’s time to debunk the myths 
about current workstations and 
address the workplace realities. 
First, let’s reflect on the current 
state of office workstation furni-

ture. Through the combination of a few 
large projects, we have directed two 
very different clients through the pro-
cess of procuring more than $10 mil-
lion worth of office furnishings. That 
volume exposes one to everything the 
office furniture industry has to offer.

Our two clients came from different 
orientations – one wants to be leading 
edge and push the envelope in terms 
of creating the ultimate open, collab-
orative, energetic workplace. The other, 
unfortunately, believed it was an inno-
vator in its marketplace, but was rooted 
in old-school values and myths when 
it came to the workplace environment. 
Juggling two perspectives and provid-
ing both with the best consulting was a 
challenge.

Part of our responsibility is to educate 
our clients about what is out there that 
may be outside their wheelhouse. The 
resistance for some to accept where 
the evolution has taken us is embed-
ded in some myths about worksta-
tions. Those myths, realities (at least 
my take on them) and some solutions 
follow:

• Myth No. 1: Employees need privacy 
that the workstation doesn’t provide.

Reality: On average, employees may 
need privacy for a small part of their 
workday while the rest of the time 
could be spent collaborating and inter-
acting with colleagues. 

Solution: The evolved workplace pro-
vides huddle rooms for those private 
times.

• Myth No. 2: Higher panels create 
the impression of visual and acoustic 
privacy.

Reality: Yes, but 
they also restrict col-
laboration and man-
agement oversight.

Solution: Moderate 
panel height with 
glass panels above 
can achieve both.

• Myth No. 3: Higher 
panels absorb noise, 
so the workplace is 
quieter.

Reality: Not really, 
because the noise 
bounces to the ceil-
ing and back down.

Solution: Sound 
masking and cul-

tural adaptation do a better job quiet-
ing an area.

• Myth No. 4: Lower panels create a 
noisier workplace.

Reality: Just the opposite – research 
shows an incredible natural adaptation 
of workers to lower their sound volume 
when in a more open environment.

Solution: A modern sound-masking 
system and cultural adaption create a 
workplace that is quieter with low pan-
els than without.

• Myth No. 5: Size is everything – more 
gross size equals more productivity.

Reality: Those passé 8-foot-by-8-foot 
stations are huge, cost serious real 
estate dollars and are wasteful, espe-
cially in light on old monitors taking up 
9 square feet in the corner.

Solution: Try a 6-foot-by-7-foot option 
with narrower surfaces that offers as 
much room as the old 8-foot-by-8-foot 
station with deep surfaces and corners.

• Myth No. 6: Managers can’t work in 
workstations; they must have offices.

Reality: The modern workstation can 
provide everything a manager needs to 
do his job most of the time.

Solution: Create an adequate number 
of huddle rooms, as well as collabora-
tive and quiet areas.

• Myth No. 7: Managers can dictate 
workstation configuration even though 
they don’t ever work in them.

Reality: Mangers tell us what their 
workers want, but it might be better to 
let the workers tell us themselves.

Solution: Educate management and 
let the younger generation occupying 
those workstations have a voice in 
their development.

• Myth No. 8: Workstations are imper-
sonal and create an Orwellian group of 
workstation gnomes.

Reality: Workstations can be 100 per-
cent adaptable and often are personal-
ized with individual choices of layout, 
work tools and accessories.

Solution: Drop preconceptions and 
look at what is offered today.

It is not just about the workstation. 
Most clients are now warming to the 
notion that the most functional, flex-
ible and economic workplace is cre-
ated when the same components are 
used in both the workstations and the 
private office. Minimizing the “kit of 
parts” while maximizing the available 
configuration options is a win across 
the board .s

Examining myths, realities of workstations

Phillip A. 
Infelise
National 

director, project 
and facilities 
management, 
Cresa, Denver

 To provide a bit of historic back-
ground, the following is a (very) 
general timeline in the evolution of 
what most of us know as the “work-
station”:
• 1960s: First freestanding steel-
divider panels surround steel desks 
and file cabinets in long, monoto-
nous rows of 6 feet by 6 feet stan-
dard sizes.
• 1970s: Softer monolithic fabric 
panels and first connected work 
surfaces, but the area maintained 
highly regular, boring “cube” farms 
still in a standard 6-foot-by-6-foot 
station.
• 1980s: Integrated deep corner sur-
faces accommodated large moni-
tors, along with components hung 
on panel systems as sizes grew to 8 
feet by 8 feet.
• 1990s: Stackable panel systems are 
front and center; and many more 
storage and work tool options are 
introduced to the standard 8-foot-

by-8-foot configuration.
• 2000s: “Belt-Line” integrated voice, 
data, power management and glass 
view panels; flat screens brought 
shallower work surfaces and some 
hotel or touchdown stations; and 
the standard size moved toward an 
economical 6 feet by 8 feet.
• 2010s: Lower panels are introduced 
as sound masking improves acous-
tics; free-standing components, 
benching and desking systems are 
introduced; mobile pedestal seat-
ing allows guest visits, even in the 
standard 6-foot-by-8-foot footprint; 
and the same components are used 
in the office to minimize the kit-of-
parts and maximize flexibility.
• 2020s: “Panel-free systems” are on 
the way, with all possible storage 
options; standing surfaces, team-
ing and collaborative stations in a 
6-foot-by-6-foot standard – perhaps 
workstations as a concept are a 
thing of the past.

The workstation evolution from the 1960s to today
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W
hile the design-build 
approach is often associated 
with small, fast-track proj-
ects or large, complex gov-
ernment projects, it is just 

as beneficial to office building projects 
where speed to market is critical to 
developers. Nowhere is this truer than 
with Colorado’s white-hot office mar-
ket with its extreme competition for 
top-tier tenants. 

In a design-build project, teams are 
responsible for the entire office under-
taking, from design to estimating to 
construction. This approach produces 
efficiencies that result in higher-quality 
buildings that are free of cost overruns 
and schedule delays. Moreover, the 
design-build approach eliminates the 
inefficiencies of the traditional design-
bid-build approach and gives develop-
ers a competitive advantage by bring-
ing projects to market faster. 

A good design-build team views the 
project from a developer’s perspec-
tive, knowing that a successful project 
requires a responsible design solution. 
In the design-build delivery model, 
architects and engineers collaborate 
with the preconstruction and con-
struction team, from the concept stage 
of the project onward in order to meet 
the developer’s pro forma objectives.

In the conventional delivery model 
of design-bid-build, project team 
members assume they will have 
access to developer contingencies to 
cover change orders as the project 
progresses. These unforeseen prob-
lems increase the developer’s cost 
and competitive risk and put them in 
the middle of the conflict resolution, 
between the architect and the contrac-
tor. Conversely, design-build teams 
focus on target-value design and strive 

to complete the 
project without dip-
ping into contingen-
cies through early 
and ongoing collabo-
ration.

The overarch-
ing benefit of 
the design-build 
approach is centered 
on the concept of 
maximizing value 
through a collab-
orative model. It’s a 
developer-oriented 
approach that maxi-

mizes project pro forma opportunities 
to produce a high return on invest-
ment and to make it easier to obtain 
financing and early tenant commit-
ments.

The approach to building office 
complexes provides clear benefits for 
developers. These include reduced 
schedules, higher building quality, 
greater tenant flexibility and results 
in few (if any) project-delaying change 
orders.

Building Better Quality  
on Tight Schedules

Now, more than ever, it’s critical to 
secure tenants and quickly develop 
rent roll. With the stakes high, sched-
ule slippage can dissuade potential 
tenants and kill a project. Developers 
who choose a design-build approach 
will build their rent roll earlier and 
avoid the schedule-crippling churn of 
design, estimate and redesign that can 
cause serious delays that result in los-
ing tenants and financing. 

The approach is especially beneficial 
to the success of fast-tracked office 
projects because project estimating 

happens in tandem with the design. 
Generating and locking in the guaran-
teed maximum price early in the proj-
ect produces trustworthy estimates 
with lower contingencies for projects 
that are buildable as designed.

Contrast this to the design-bid-
build approach where the architect 
designs the building and hands the 
design to the estimator, who produces 
a price estimate that includes a size-
able contingency to cover unknowns. 
If the estimator determines that the 
building cannot be built within bud-
get as designed, it triggers a redesign, 
followed by another estimate. This 
design-estimating cycle can take 
substantial time, effort and money to 
resolve and it can completely derail 
the schedule.

Instead of designing in a vacuum 
and requiring the contractor to figure 
out if the design is buildable within 
the developer’s budget and schedule 
constraints, architects and engineers 
in design-build teams design the build-
ing with quality and construction 
top of mind, using the target-value 
approach. Using 3-D modeling and 
other advanced building information 
modeling tools, they can quickly evalu-
ate design alternatives and material 
options for the budget. This collabora-
tive process also ensures that it can be 
designed and built on a compressed 
schedule.

Tenant Flexibility
When developers are building to 

attract high-value tenants, the tenants 
often request changes to the design. 
The design-build approach accommo-
dates tenant design changes more eas-
ily than the design-bid-build process, 
because making these changes likely 

involves a cumbersome communica-
tions loop that includes the tenant, 
broker, architect and contractor. The 
design team evaluates whether the 
change can be achieved. Then it goes 
to the contractor, who may push back 
or request a change order, either of 
which will delay the schedule.

With design-build, design and con-
struction team members address the 
requested changes together to find 
a workable solution to the tenant’s 
request. Because there is no back and 
forth between the architect and con-
tractor, the changes usually can be 
absorbed within the original schedule 
and with minimal cost impacts. The 
results are happy tenants and signed 
leases.

No Surprises
Change orders can have a major 

negative impact on a project sched-
ule and budget, especially when the 
changes are a result of problems dis-
covered during construction, which 
are more expensive and take longer to 
rectify. Because the design-build team 
collaborates in the constructability of 
the design from the beginning, the 
architecture and engineering team can 
analyze and alter the design to elimi-
nate the types of conflicts that often 
crop up in the field, alleviating most 
change orders.

Developers who use these teams 
find great success meeting pro forma 
requirements and achieving a higher 
return on investment with increased 
speed to market. The office buildings 
are arguably the highest quality for the 
budget and win desirable tenants with 
the promise of design flexibility and 
on-time occupancy.s

Office developers win big with design-build

Doug Spuler, 
AIA, LEED AP

Principal, The Beck 
Group, Denver
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T
he Southwest Energy Effi-
ciency Project recently pub-
lished a set of fact sheets 
that examine commercial 
construction activity in the 

Southwest. As a whole, the six-state 
region has a relatively low popula-
tion of about 20 million, yet in 2013 
investors poured $11.3 billion into 
commercial construction projects. 

Wyoming, Colora-
do and Utah expe-
rienced the biggest 
increases in com-
mercial construc-
tion projects in the 
region. In 2013, the 
total value of all 
commercial con-
struction projects 
in Colorado was 
about $3.2 billion. 

Looking spe-
cifically at office 
projects in the 
private sector, the 
total value of all 

new construction and renovation 
projects in Colorado was just over 
$220 million in 2013. Note that, in 
the CMD database, office buildings 
do not include medical, military or 
warehouse offices. When govern-
mental offices are included in the 
calculation, the total value of all 
new construction and renovation 
projects in the state was over $342 
million for the same year. 

In the private sector, the propor-
tion of renovation projects to new 
construction projects has grown 
since 2009, but new construction 
projects still account for the bulk of 
total project value. This means that 
the total number of office renova-
tion projects is increasing, but proj-
ect costs are much higher for new 
construction projects because they 
comprised 90 percent of the total 
private project costs in 2013. When 
public-sector office buildings are 
included, the proportion of renova-
tion projects increases significantly 
in all years from 2006 to 2013, and 
most significantly from 2009 to 2013 
(renovations make up 86 to 92 per-
cent of projects in these years). In 
fact, 92 percent of all office projects 
constructed in 2013 were renova-
tions when governmental offices 
are included. 

In terms of cost, new construction 

projects comprised about 68 per-
cent of the total office construction 
value in 2013 when governmental 
offices are factored into the analy-
sis. In this case, renovations are 
driving the market more so than in 
the private sector. 

The CMD data also classifies com-
mercial projects by county so that 
trends in construction by geograph-
ic area can be evaluated. This begs 
the question: Where in Colorado is 
the most office building construc-
tion occurring? 

Well, that depends on how you 
look at it. Regarding the number 
of project starts or the total num-
ber of projects, the top counties in 
descending order are: Denver (24 
percent), Arapahoe (10 percent), 
El Paso (9 percent), Boulder (8 per-
cent) and Larimer (7 percent). This 
means that more office projects are 
constructed in these counties than 
other counties in the state. 

Regarding the total sf constructed, 
the top counties in descending 
order are: Denver (44 percent), 
Broomfield (26 percent), Arapahoe 
(7 percent), Eagle (5 percent) and El 
Paso (4 percent). This means that 
more office space is constructed in 
these counties than other counties 
in the state. These statistics were 
generated using years 2005 to 2013, 
and square footage estimates are 
available for new construction proj-
ects only. 

Overwhelmingly, and perhaps not 
surprisingly considering its popu-
lation, Denver surpasses all of the 
other counties in Colorado when it 
comes to office building construc-
tion. This is also true by total proj-
ect cost for years 2005 to 2013, dur-
ing which Denver represents about 
52 percent of the total project value 
in the state for office buildings. 

There is not considerable vari-
ance in the top counties for office 
construction when governmental 
offices are included, except that Jef-
ferson County (and not Arapahoe 
County) is in the top five counties 
for number of projects, and Boulder 
County (and not Eagle County) is in 
the top five counties for total proj-
ect value or cost. 

As to private office building size, 
the trend in Colorado is similar to 
that of the region. There is a high 
number of small office projects 
being constructed, but the largest 
office buildings comprise a high 
percentage of total sf constructed. 
Almost half of the private sector 
office projects in Colorado are less 
than 25,000 sf (41 percent), but 
buildings in the 500,000 sf to 1 mil-
lion sf range represent the largest 
portion of total sf. These statistics 
were generated using years 2005 to 
2013, and sf estimates are available 
for new construction projects only.

In summary, 2013 showed:
• An increase in total project value 

when looking at office construction 
(new construction and renovations); 

• A high percentage of office proj-
ects are renovations, especially in 
the public sector;

• Denver is the top county in 
Colorado for office building con-
struction, and Broomfield office 
buildings account for a considerable 
percentage of office building con-
struction in terms of sf; 

• Most office buildings construct-
ed are 250,000 sf or less (86 per-
cent); and 

• The largest buildings of 250,000 
sf or more comprise about 70 per-
cent of the total sf constructed from 
2005 to 2013.s

A look at Colorado’s robust office construction

Lauren Smith, 
LEED AP BD+C
Program associate, 
Southwest Energy 
Efficiency Project, 

Denver

Total office project cost by year (private and public sectors)

Number of office projects by year (private sector)

Top counties by number of projects (2005-2013)

Office building size in square feet by number of projects

This means that the 
total number of office 
renovation projects 

is increasing, but 
project costs are 

much higher for new 
construction projects 

because they 
comprised 90 percent 

of the total private 
project costs in 2013. 
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Development

Project Management

A
s more people move to 
Denver for employment 
opportunities, the region’s 
aging office inventory pres-
ents both a challenge and 

an opportunity for developers and 
brokers, who often say the market 
isn’t overdeveloped, just underde-
molished.

But demolishing old buildings 
would tarnish the region’s reputa-
tion as a hub for sustainability, and 
there are plenty of examples of 
older buildings that have been suc-
cessfully redeveloped to meet the 
needs of today’s workforce. 

Take The Alliance Center in Lower 
Downtown – the first historic build-
ing in the world to receive two LEED 
certifications. The old warehouse 
became a hub of sustainability that 
moved the needle in terms of creat-
ing collaborative workspace aimed 
at increasing the productivity of its 
tenants.

Collaborative workspace is the 
trend as millennials take over the 
workforce, and The Alliance Center 
isn’t the only example. In the River 
North Art District, developers con-
verted a distressed warehouse into 
Industry, a 120,000-square-foot cre-
ative office space that anchors the 
revitalization of the Brighton Boule-
vard corridor.

The move to develop modern 
office space comes with the expec-
tation that about 45,000 jobs will be 
added to metro Denver this year. 
The majority of those positions will 
be filled by millennials – people 
reaching young adulthood around 
the year 2000. 

But more than 76 percent of metro 

Denver’s office 
buildings were 
built before 1985 
and can’t meet 
the demands of 
increased efficien-
cies and amenities 
that companies 
say are crucial for 
attracting talent. 
With employment 
growth expected 
to continue, the 
expectations that 
companies have 
for office space 

will keep evolving.
Accommodating the rapid growth 

of the region’s population with an 
aging building inventory is critical. 
The simple answer is to demolish 
the old buildings and build new 
ones. The alternative is to repur-
pose and substantially renovate the 
aging inventory. 

There is room for both options. A 
shining example of new construc-
tion is DaVita’s headquarters in 
LoDo. The state-of-the-art work 
environment with collaborative 
workspaces throughout the build-
ing, including the Town Hall on the 
top floor, creates a progressive work 
environment for the kidney dialysis 
company’s employees.

DaVita’s headquarters is steps 
from Denver Union Station, the epi-
center of the metro area’s FasTracks 
system. The voter-approved transit 
expansion program will build 122 
miles of commuter and light rail, 18 
miles of bus rapid-transit service 
and add 21,000 new parking spaces.

With growing traffic congestion 

and rising parking 
rates, millenni-
als are demand-
ing a “live, work, 
play” environ-
ment – whether 
it’s in an urban or 
suburban location 
– that has easy 
access to transit. 
That’s sparked an 
increase in the use 
of Denver’s easily 
accessible public 
transit system. 
Since 2012, the 

average weekday boarding of the 
Regional Transportation District’s 
buses and trains has increased 5 
percent from 328,109 to 344,381.

This growing demand is also caus-
ing a shift to higher-density use 
in buildings near transit centers, 
which typically are in older neigh-
borhoods. The concern is whether 
the old structures can withstand 
the surge in density growth. Metro 
Denver’s aging buildings have been 
forced to accommodate the highest 
capacity they can, causing deterio-
ration in performance ability. Out-
dated building systems, deferred 
maintenance, inadequate parking 
and failure to meet the regulations 
required under the Americans with 
Disabilities Act are just a few of the 
characteristics that contribute to 
the functional obsolescence that 
can cause a property’s value to 
depreciate.

But companies demand these 
things, so there’s been a flight to 
quality that resulted in increased 
rental rates across the metro area. 

Over the last 12 months, Class A 
rental rates in Denver’s central busi-
ness district increased 5.3 percent. 
That trend is metrowide, with the 
southeast market reporting a 4.8 
percent increase in Class A rents. 
Rents in Class B buildings also are 
rising. Class B lease rates in the CBD 
rose 8.3 percent and rates were up 
6.1 percent in the southeast market.

Developers are trying to meet the 
demand for office space. They’ve 
recently delivered 442,954 sf of 
office space to Denver’s CBD and 
397,285 sf to the southeast market. 
There also is nearly 1.5 million sf 
of new office space proposed in the 
CBD and 2.8 million sf in the south-
east market.

Still, the supply isn’t enough to 
meet the demand for contemporary 
office space. So tenants are adjust-
ing their real estate requirements 
to fit the space that’s available, and 
it’s affecting the reliability of metro 
Denver’s office statistics.

There was about 9 million sf of 
office vacancy reported at the end 
of 2014, but it’s difficult to deter-
mine how much of the vacancy is 
in buildings that are not competi-
tive in today’s market. The question 
now is whether there is a future 
for aging buildings. In most cases, 
as evidenced by the repurposing of 
older buildings in Denver’s core, the 
answer is yes.

If owners are willing to spend 
the money to bring a well-located 
property up to current market 
standards, even the most outdated 
buildings have a shot at competing 
with newly built next-generation 
office space.s

T
he definition of a project 
manager is ever-changing, 
and a new definition exists 
that requires the role to be 
nimble and flexible in its 

project approach to office construc-
tion. Often, a project manager is 
also referred to as a PM, owner’s 
representative, construction man-
ager or process manager. While 
varying definitions and unique 
identifiers come into play, one thing 
remains the same: A project man-
ager, when scoped correctly, is the 
grounding point and conduit for an 
office project, and progressive adap-
tation of the project management 
role is underway.

While there are changing and 
varying titles to the role itself, the 
differentiating factor in a project 
manager’s profile is the scope of 
services that a project manager is 
asked to orchestrate in any given 
project’s lifecycle. The resultant 
changing workload affords the 
opportunity for clients to custom 
tailor their needs and ensure not 
only no duplication of efforts within 
their project team, but also to stra-
tegically source what they need 
from a project manager. 

Determining the scope is critical 
to a project’s realization and ulti-
mate success, as is fully acknowl-
edging and understanding that 
construction and nonconstruction 
workstreams play an equal role in 

the project. From 
architecture and 
engineering to 
general contracting 
and strategic part-
ners encompass-
ing sustainability, 
audiovisual, low-
voltage cabling, 
security, furniture, 
soundmasking, 
artwork and move 
management – 
each workstream 
plays a mission-
critical role in the 
success of the 

project. In addition, the specific 
workstreams can have project man-
agers within their teams leading the 
efforts. While the industry has many 
definitions of “project manager” and 
strategic partners within any given 
project have project manager titles, 
the definition of the term can be 
defined depending on the role with-
in the project team. 

When onboarding a project man-
ager, step back and assess the dis-
tribution of workload internally and 
externally within your organization. 
Ask yourself the following ques-
tions: Are there deliverables that 
can be managed in-house or does 
a current job description not sup-
port the time and dedication needed 
to focus on a one-time real estate 
effort? Does trying to allocate inter-

nal resources to a project distract 
the internal team from their day-
to-day role or efforts in a way that 
would adversely impact your opera-
tions or business? Can an external 
project manager augment or sup-
port in a hybrid role in partnership 
with an internal team member or 
team? Or does an internal team not 
exist for this one-time project effort 
and full outsourcing is required? 
The ability to strategically structure 
your specific need is key. 

The value of a project manager 
can be realized at varying stages of 
a project. While typically hired early, 
project managers can join a team at 
varying intervals depending on the 
scope of services needed. Changes 
to the current project management 
profile are underway. While often 
clients onboard a project manager 
for full project support, variations 
can occur. There are times when a 
client may only need move-man-
agement support to help orchestrate 
the client’s relocation from point A 
to point B. Likewise, there may be 
instances where a client only needs 
construction-management support 
and can internally handle the logis-
tics of a move on his own. 

In addition, a ground-up or build-
to-suit project requires a differ-
ent project management scope of 
services and has differing scope 
complexities than a tenant improve-
ment project. You should know the 

nuances of a turnkey versus tenant 
improvement project when scoping 
a project manager’s role. It is also 
important to understand the vari-
ance of a landlord-managed tenant 
improvement project as a tenant-
based project manager – while the 
landlord may be managing the con-
struction aspects of the project, a 
tenant-based project manager can 
be the link between landlord and 
tenant, while maintaining oversight 
of the nonconstruction workstreams 
on behalf of the client. In addition, 
when a client is taking a subleased 
space, there are varying degrees 
of project management that are 
needed from oversight of furniture 
reconfigurations to low-voltage 
cabling and security adaptations for 
the space, with move coordination 
to follow.

Regardless of the project man-
ager’s scope and whether he is 
contracted for full service or a la 
carte, menu-based selections, proj-
ect managers are being asked to 
take on a more consultative-based 
approach versus a task-based 
approach. Checking the boxes is 
easy for any manager, but fully 
engaging in a project as the project 
manager requires creativity, strat-
egy, problem-solving and people 
skills. The art is in the ability to 
understand the clients’ needs and 
expertly be exactly what they need, 
when they need it.s

The impact of an aging office inventory

The new definition of a project manager

Katy Sheehy
Vice president, 

Colliers 
International, 

Denver

Megan Walsh, 
LEED AP BD+C
Principal, Catalyst 
Planning Group, 

Denver 

Abby Vollmer
Broker associate, 

Colliers 
International, 

Denver
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the only supersector to post a decline 
in employment in metro Denver in 
2014. Minimal growth in the other sec-
tors in this category will result in little 
change in employment in this category 
in downtown Denver.

Changing demographics also influ-
ences office space needs. Just as metro 
Denver historically was known as a 
magnet for the baby boomers, the 

region is now a choice location for 
the millennials. The millennials are 
the largest population group in metro 
Denver, numbering just over 730,200 
in 2015. While the generation X and 
baby boomers dominate the labor force 
today, the millennials are making their 
mark on the workplace and will repre-
sent the largest component of the labor 
force within 10 years. 

Some key trends that influence the 
labor force and employment potential 

in metro Denver are emerging with 
the shifting generational groups, such 
as more telecommuting, flexible work 
schedules and locations, and more 
interest in co-working space. These 
trends are arising due to our entrepre-
neurial environment, as well as mil-
lennial demand for greater work-life 
balance. 

The diverse employment base in 
downtown Denver and throughout 
the Denver metropolitan area means 

that employment declines in one sec-
tor may be offset by increases in other 
sectors. In addition, a vibrant entrepre-
neurial community bolsters the metro 
Denver economy. Forbes ranked Den-
ver as the second-best city to launch 
a startup business and NerdWallet 
ranked Denver the fifth-best city in the 
U.S. for millennial-aged entrepreneurs. 
The solid business fundamentals in 
Denver ensure that the region will con-
tinue to expand in 2015 and beyond.s

of the world’s leading financial services 
companies, signed a lease at 1801 Cali-
fornia for 121,000 sf, effectively dou-
bling the size of its current space in 
the Denver Tech Center and bringing 
650 jobs downtown when the move 
occurs later this year.

Brookfield Property Partners L.P. 
announced the leasing agreement 
with Transamerica, a milestone that 
reaffirms that Denver is clearly a top 
city not just for business overall, but 

also the financial services industry 
in particular. Transamerica’s choice 
to remain in Denver and grow sig-
nificantly here is a great move for 
the century-old company, as well 
as a broader boost to Denver’s next-
generation workforce and climate of 
innovation.

“We are delighted to establish a 
notable footprint for Transamerica 
in the heart of Denver’s financial 
district,” said Blake Bostwick, chief 
marketing officer of Transamerica’s 
Investments and Retirement division. 

The property’s premier amenities 
as well as the overall urban envi-
ronment downtown were cited as 
supporting Transamerica’s plans to 
attract professionals from through-
out the metro area and the southern 
and northern corridors, he said.

The Transamerica decision rein-
forces that Denver’s active, vibrant 
workforce seeks an urban environ-
ment with easy access to booming 
residential units in and around the 
city center, a thriving retail and 
dining scene, theatre district and 

sports venues, and convenient tran-
sit options including bike lanes and 
walkability.

Each recruitment or retention 
announcement showcases Denver’s 
core strengths but is invariably due 
to a unique mix of specific factors. 
I suppose that’s what keeps eco-
nomic development work exciting 
and rewarding. Speaking for myself, 
it’s hard to imagine playing in this 
league without the deep talent of 
Denver’s tremendous, competitive 
assets.s 

Employment

Recruitment

Continued from Page 16

Continued from Page 18
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Partnership. Performance.

AVAILABLE PROPERTIES

FOR SALE

1930 W. 41st AVENUE, DENVER
Asking Price: Contact Broker
Land Size: 18,740 SF
Lowrey Burnett

FOR SALE

1275 W. 124TH AVENUE, WESTMINSTER
Asking Price: $2,032,000
Building Size: 17,672 SF
Dawn McCombs

FOR LEASE

19201 E. MAINSTREET, PARKER
Lease Rate: $13.00 - $20.00/SF FSG
Space Available: 580 - 3,500 SF
Justin Rayburn | Howard Schmidt 

1900 16th Street, Suite 1300, Denver, CO 80202 
720.508.8100

FOR SALE

4690 TABLE MOUNTAIN DRIVE SUITE 200, GOLDEN
Asking Price: $1,850,000
Suite Size: 10,668 SF
Marc Lunde | Howard Schmidt | Chris Sharp

FOR SALE

970 YUMA STREET, DENVER
Asking Price: $2,095,000
Building Size: 21,027 SF
Ross Ethridge | Jonathan Schneider

FOR SALE

7201 S. BROADWAY, LITTLETON
Asking Price: $995,000
Building Size: 9,137 SF
Jonathan Schneider | Ross Ethridge

For a complete list of our listings visit: 
avisonyoung.com

OFFICE INDUSTRIAL/FLEX LAND

http://www.avisonyoung.com/
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