20

Business Review

June 15-21, 2006

SPEC OFFICE

Continued from page 1

State Commons is nearly full, and
the Domino’s Farms 220,000-
square-foot connector space has
gained a number of tenants since
it was completed in spring 2005.

SamShamieof S&NDevelopment
Co. built two, 45,000-square-foot
spec buildings on South State Street
near the start of the 2001 recession.
They sat empty until early 2005,
when they filled within two months,
said broker Neal Warling of Blue-
stone Realty Advisors.

Shamie recently completed a
60,000-square-foot building on
adjacent property, and has started
framing for a second. Both are
unleased.

Part of the reasoning for the
strategy, Warling said, is that hav-
ing a building ready can attract a
large tenant who may not have the
time to wait for municipal approv-
als and construction once they
start shopping for space.

“It’s better to go to a very attrac-
tive new building that’s sitting
there and you know you can get
in,” Warling said.

That’s a similar scenario at the
Kojaian Co’s Earhart Corporate
Center, Warling said.

“(The company) has been
famously successful in down mar-
kets in the past for building a large
building on the cusp of recovery
and being able to fill it,” he said.

Dentists finish project

One local investment group
recently completed its first construc-
tion project: The 20,000-square-foot
Eisenhower Professional Center just
east of the retail area at Main and
Eisenhower.

A group of five dentists found
the vacant parcel and decided to
build the building. Three of the
dentists have a nearby practice and
they looked at it as an opportunity
to own their own office space and
to enter the office leasing market.

The building went up during
months when area commercial
brokers said the projected time for
lining up tenants for new construc-
tion jumped from under a year to
an estimated 18 months.

“There’s been no problems,
except for leasing,” said Dr. Paresh
Shrimanker said. “It’s not a good
market right now.”

Still, the landlords can boast
of attracting two new tenants:
Charles Schwab will open a finan-
cial services office in 2,200 square
feet on the first floor, in a deal that
landed them a monument sign.

Liberty =~ Mutual insurance
company also took a suite in the
building, as it plans to enter the
Ann Arbor market

Those deals leave only three
suites in the building, said listing
broker Newcombe Clark of Blue-
stone. And that comes at a time
when the new construction is priced
higher than many existing offices.

“This is proof that the market is
not dead,” Clark said.

The deals, Clark said, “were
pretty hard-fought.”

They followed some deals that
fell through, as prospective ten-
ants started to approach space
needs with even more caution
starting last fall.

The Covington Office Building
also is generating a lot of calls but
a slower leasing pace that reflects
today’s market, said broker Larry
Zahn of Real Estate One. About
3,000 square feet is leased, and
7,700 square feet is available.

“We got into the market at a
time when the market is really
soft,” Zahn said. “The upside
is that everyone who has gone
through the building likes it.”

Landlords take spec risk
Some long-time local landlords
are part of the wave of spec invest-
ment.
McMullen is going through
approvals to build a 32,000-
square-foot building in Valley
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Borders cuts 6 percent of corporate staff
Borders Group Inc. [NYSE: BGP] has eliminated 6 percent
of its corporate workforce, said a spokeswoman at the
company’s Ann Arbor headquarters.

Ann Arbor OK’s 11-story condo project
Sales could start by fall on a second mixed-use high-rise
building in Ann Arbor by Joseph Freed and Associates. The
Chicago-based company received City Council approval for
Washington Terrace, an 11-story building with 90 condos.

More online

Visit our blogs — Latest News, Innovation and Square
Footage — at www.mlive.com/mbusinessreview

Among the current speculative office projects in the Ann Arbor area:

Covington Office Building

A e
U

Eisenhower
Professional

Amvest Properties is planning a 12,000-square-foot building on South Ashley Street.
Burton-Katzman Development Co. just got city approvals for a 63,000-square-foot building in

Research Park.

Covington Office Building, 15,000 square feet on Ellsworth west of State Street by Covington

Investments LLC.

The Dakota, 20,000 square feet on West Stadium by The Concannon Co.

Earhart Corporate Center, 200,000 square feet on U.S. 23 and Earhart by The Kojaian Co.

Eisenhower Professional Center, 20,000 square feet on West Eisenhower by an investor group.

First Martin Corp’s 27,000 square foot on Depot Street, east of Main Street.

The Gables, 32,000 square feet by the Thomas B. McMullen Co. in Valley Ranch Business Park.

Kirco plans a 45,000 square foot building in State Street Business Park.

Shamie Development Co. started a 60,000 square foot spec building next to a recently
completed one of the same size on South State.

The Gables

Ranch Business Park, which it
hopes to have ready for occupancy
in spring 2007.

The company lost some key ten-
ants this year, including ProQuest,
which moved into a consolidated
headquarters, and Washtenaw
Mortgage, which dissolved.

Yet the vacancies in existing
buildings won’t compete directly
with the spec building, said Ted
McMullen.

“’It’'s a different
McMullen said.

He added: “Companies like the

product,”

obvious benefits of being in a new
building,” and the location of Val-
ley Ranch — between two exits on
1-94 in Pittsfield Township — will
add to the appeal.

The McMullen project benefits
fromits location on land long-owned
by the company. That’s also key to
the 27,000-square-foot First Martin
Corp. project on Depot Street.

“It’s a great site,” said Chris
Grant, vice president at First Mar-
tin. Part of that includes adjacent
parking.

The building will be done by

fall, Grant said, and it has no ten-
ants lined up.

Still, moving ahead with the
project — which was in the planning
stages for several years — made
sense when First Martin consid-
ered land costs, future demand and
proximity to downtown.

“(Construction) costs are ris-
ing and probably will continue to
rise,” Grant said.

Paula Gardner can be
contacted at (734) 302-1715 or
pgardner@mbizreview.com.

SCOREBOARD

Continued from page 1
Century Jobs
Fund.

“If the biggest
economic-devel-
opment program
we have in the
state is designed
= very  narrowly,
Clevey then one has to
ask if that’s the best way to stimu-
late the economy,” Clevey said.

Mike Shore, spokesman for the
Michigan Economic Develop-
ment Corp., said the Jobs Fund
offers incentives, loans and other
help to businesses of all sizes and
types — from alternative energy to
homeland security — and is nearly
completely geared toward entre-
preneurial development.

The state is only six months into
rolling out the 10-year program, he
added, “so it’s a little early to be

‘Gov. Granholm and the Legislature,
despite whatever differences they
may have had, have focused more
on making Michigan business
friendly more than any time than

| can remember.

— Mike Shore, spokesman, Michigan Economic Development Corp.

making that kind of judgment.”

“Gov. Granholm and the
Legislature, despite whatever dif-
ferences they may have had, have
focused more on making Michi-
gan business friendly more than
any time than I can remember,” he
said. “We might not be there yet,
but we’re getting there.”

The Small Business Founda-
tion of Michigan’s scorecard is
a nonpartisan effort aimed only

at increasing the entrepreneurial
activity in Michigan, Clevey said.

It even calls for Michigan to
adopt an “entrepreneurial impact
statement,” in which state leaders
would consider the impact on first-
and second-stage entrepreneurs
with every rule and regulation.

“They have to get serious about
this,” Clevey said. “If they don’t,
we’ll have the same questions dur-
ing the next election.”
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