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SUMMARY

Site: A warehouse located at 155 East Wilson Street.

Neighborhood: The site is located at 155 East
Wilson Street, overlooking Lake Monona and
two blocks from the Capitol. Most
surrounding buildings are are used for
commercial purposes.

Owner : Owned by Union Transfer and Storage.
Purchase option held by Contact Realty
Corporation.

Assessed Value: $100,000 Land
$385,000 Improvements
$485,000 Total

Constraints: Zoning: C-3, Highway Commercial district
Madison Building Code
State of Wisconsin Administrative Code
Federal Building Code

Problem Assignment: A market analysis of the downtown
'~ Madison office market and a financial analysis of
probable scenarios for renovating the building.

Major Assumptions: The property is to be owned by a private
limited partnership with Contact Realty Corporation
as general partner. The limited partners require a
minimum IRR of 20 percent over the term of their
investment with a sale projected in year 8.

Recommendation: Market analysis indicates that the client
should continue to maintain purchase option through
1985, while attempting to prelease space.




I. THE FEASIBILTY ISSUE

The following is a market and financial analysis of
renovating the Union Transfer Building at 155 East Wilson Street,
Madison, Wisconsin, from its current use as a warehouse to an
office building. Included are a summary of the goals and
objectives of Contact Realty Corporation for the project, a
descriétion of the property, a market analysis of the downtown
office market, a financial analysis of probable scenarios for
renovating the building, and finally, recommendations as to
whether to proceed with the proposed project in light of the

market and financial analysis.

A. Client Profile

Contact Realty Corporation is a small real estate firm
specializing in development, leasing, and commercial brokerage.
It is solely owned by Martin F. Rifken who has a solid reputation
in the Madi#on real estate market. The corporation employs
approximately 10 people in the areas of commercial brokerage.,
cammercial leasing, property management, space design, and
support staff.

Contact Realty specializes in rehab development of office
and retail space with most of its activity being in the downtown
Madison market area. Buildings successfully rehabbed include The
Atrium (15,200 net leasable square feet\of retail and office
space), Centre Seven (20,000 net leasable square feet of retail

and office space), The Watermark Building (25,500 net leasable




square feet of office space), and Frautschi Center (10,923 net
leasable square feet of retail and office space).
The firm's major strengths include its expertise in rehab

development, its political astuteness, and sound reputation.
B. Client Goals

The client's long-term goals are to become a :;t.ake and
possibly nationwide urban developer principally. involved in the
renovation of retail and office buildings. Specifically for this
project, the client has two primary goals: to gain experience in
leasing, marketing, and coordinating a medium-size office
building, and to have a financially successful project that will
enabie the client to move on to iarger and more sophisticated

projects.

C. Client Objectives

The client has several objectives for this project. The
principal objective is to have a deal with all the elements in
place—financial, leasing, legal, and renovation before initiation
of construction. The client also would like to limit equity
investment, via a private limited partnership in the project, to
20 percent of the project cost and desires a 20 to 22 percent
internal rate of return to the limited partners with a projected
§§ale of the subject property in year 8. The client, as developer

and limited partner, would like to limit its investment in the

project to just staff time necessary to put the deal together.




D. Study Objectives

This study is commissioned by Contact Realty for the

following reasons:

1. To determine the market for newly renovated office space
in downtown Madison: including how much competitive space
is expected to be vacant at completion of the project,

and what is the absorbtion rate for the proposed project.

2. To determine whether the proposed project is financially
viable under various probable scenarios. It is assumed
that the property will be owned by a private limited
partnership with Contact Realty Corporation acting as

general partner.

3. To make recommendations about what type of development

plans, if any, should be executed for the subject property.

F. Legal Constraints

1. Zoning

Current zoning use of the site is City of Madison C-3,
Highway Commercial district, which is established for uses that
are appropriate to locations either in close proximity to major
thorough-fares or are in areas away from residential areas. C-3
zoning provides broad authority for office, retail, wholesale,
and light industrial uses. Renovation and use of the Union
Transfer building as office space is acceptable under C-3 zoning.

Also, it is important to note, that C-3 zoning does not have off-




street parking requirements-—-a generous option compared with
other commercial zones in Madison where one parking space for
every 300 feet of commercial area is required.

Renovation of the subject property is limited by zoning

ordinances regarding fire provisions. Madison Building Code

29.37 (4) restricts building materials to fire-resistant types 1
and 2, and prevents new use or occupancy until nonconforming fire

provisions are corrected.
2. State Building Code

A means to greatly enhance the marketability of the
office space in the subject property is to put windows in the
fourth, fifth and sixth floors of the eastern side of the
building which is now windowless. However, fire protection
standards of the Wisconsin Administrative Code do not allow
windows to be piaced in the exterior masonry wall of a building
less than five feet from its property line.l The eastern Qall of
the subject property is on the property line and abuts the
western wall of the three-story State of Wisconsin Credit Union
building. To place windows in the wall, approval of a petition
for modification is necessary from the Wisconsin Department of

Industry, Labor, and Human Relations. If approval was gained,

windows with fire-rated glass, and possibly other

1
Wisconsin Administrative Code, State of Wisconsin

Department of Industry, Labor,and Human Relations, 1981, Table

51.03-B, p. 40.




fire protection measures, such as installation of sprinklers in

the eastern portion of the building, would be required.
3. Railroad Easement

Another means of enhancing the marketability of the
subject property is to increase its parking capacity. As stated
below, the best parking alternative for the subject property is
to have indoor parking accessible from John Nolen Drive. An
obstacle to this alternative is that the strip of land between
John Nolen Drive and the subject site is owned by the Chicago,
Milwaukee, St. Paul and Pacific Railroad (CMSP). The parcel has
four railroad tracksArunning across it and the tracks are currently
used. Up to this time, discussions with CMSP officials to obtain
an easement have not been positive and ifs does not appear likely

an easement will be obtained any time soon.

G. Political Constraints

Although office employment in the downtown area has been
gradually increasing with the return of state government offices
and expansion of financial institutions, the downtown area has
declined as a retail center. A debate is underway in Madison
city government as to how to revive the downtown business area.
Construction of the Captiol Concourse Mall failed to draw as many
shoppers as expected. Tﬁe principal reason for the failure of
the mali is its emphasis on public transportation and exclusion
of.easy access by automobile. Plentiful, inexpensive parking and

uncomplicated street patterns in the downtown area appear to be




necessary for it to be competitive with suburban shopping malls
and office centers. The Madison City Council has yet to
recognize this fact. Moreover, the City Council has a history of
being what same view as antibusiness and antidevelopment.
Nevertheless, with the recent flurry of retail store closings
in the area and rising political pressure for a vibrant downtown.,
city government, and in particular Mayor Joel Sensenbrenner have
recently been aggressive in attempting to draw support for the
downtown area to counter its decline in retail trade. This
support has entailed Industrial Revenue Bond financing for real
estate project; (office building at 100 North Hamilton Street),
buy-downs on city owned properties (Nichols Pumping Station, Doty
School, Fauerbach Condominiums), and the recent declaration of
the downtown area as eligible for Urban Development Action Grants
(UDAG's). Considering these factors, political support from the

City of Madison for the proposed project seems assured.




II. SITUS

A. Area and Building History

Until the automobile replaced the railroads as the principal
means of transportation, the Wilson Street Neighborhood was a
major Madison and Dane County transportation hub. Two train
depots, the Franklin Street Depot servicing the Milwaukee Road,
and the Chicago Northwestern depot were both within three blocks
of the subject property. Several hotels, including the Wilson
and Cardinal, saloons, and warehouses were constructed near the
depots to service rail passengers and workers. Eventually both
of the train depots were closed and the neighborhood gradually
declined into its current run;down state. The neighborhood is
now being considered for designation as a National Historic
District.

The subject property was constructed in 1916 by the Union
Transfer and Storage Company. Advertised as having over one
million cubic feet of storage space, its principal function was
to provide storage for businesses shipping and receiving goods
via the railroads. The original use of the building included
auto sales on the first floor, rental offices on the second floor
and dry storage on the remaining floors. Well constructed, with a
load-bearing capacity of 250 pounds per square foot, the building

was used to store everything from rail passengers' luggage and

2
Community Business, April 15, 1918, Volume III, Number 4,

pp. 1-2.




belongings to heavy machinery.

8. Physical Attributes

The subject site is located at 155 East Wilson Street in
Madison; Wisconsin (Exhibit 1). It is rectangular with 95 feet
of frontage facing Wilson Street and approximately one hundred
and fifty three feet in depth for a total lot area of 14,540
square feet. The subject building is six-stories tall and built
on ‘a hill with four floors above grade on East Wilson Street, and
two floors below grade (Exhibit 2). The third floor (the first
floor from East Wilson Streét) has a mezzanine approximately
seven feet wide. As illustrated in Exhibit 2, all six floors at
the rear of the building are above grade facing John Nolen Drive.

The floors, made of reinforced concrete, are approximately
20 inches thick and a have a load-bearing capacity of 250 pounds
per square foot. A major benefit of this high load-bearing
capacity is that it allows the possibility of parking cars inside
the building (parking alternatives are discussed in detail in the
next section of the report). Columns, approximately 24 inches in
diameter and also of reinforced concrete, run throughout the
building forming 16 by 16 foot bays. The exterior wall of the
Wilson Street facade is self-supporting and is made of tile on
the first floor and face brick on the remaining upper floors.
Brick exterior walls on the back and sides of the building are
supported by the floors (see Exhibit 3 for photographs of the
subject property).

The building has 82,200 square feet of gross leasable space.




EXHIBIT 1

LOCATION OF THE SITE IN THE DOWNTOWN AREA
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EXHIBIT 2

VERTICAL LAYOUT OF BUILDING

Sixth Floor

Fifth Floor

Fourth Floor

Mezzanine
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EXHIBIT 3

PHOTOGRAPHS OF SUBJECT PROPERTY

S

Facade of Building as Seen From King Street
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EXHIBIT 3 (Continued)

PHOTOGRAPHS OF SUBJECT PROPERTY

Back of Building Facing John Nolen Drive
and Lake Monona

View From Building Up King Street
Toward the Capitol
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Its floor areas, 13,700 square feet of gross leasable area, are
large compared to other downtown buildings. Using a 90 percent
building efficiency ratio, the net leasable area of each floor is
12,300 square feeﬁ.

As stated above, the building was constructed in 1916 for
use as a warehouse. Currently a large portion of the building is
still used as a warehouse with other uses such as office, retail,
and light manufacturing also taking place. Listed below in
Exhibit 4 is a list of current tenants in the building. All of
the tenants are on a month to month lease and thus should not
cause a problem when clearing the building for renovation.

A successful renovation of the subject property will
include the following major improvements:
1. Installation of additional and large windows
throughout the building.
2. Indoor parking for 22 to 50 automobiles.
3. Installation. of two new elevators
Also, the following improvements may be necessary to
increase the marketability of the building:
1. skylights on the sixth floor of the building.
2. A two- or three-story atrium on the sixth, fifth and
possibly fourth floor.

3. Access to indoor parking via John Nolen Drive.

C. Indoor Parking

Three alternatives for parking exist for the subiject

property:

13




EXHIBIT 4

CURRENT TENANTS OF THE UNION TRANSFER BUILDING

Lease Expiration

Madison Karate School
Republican Party of Wisconsin
Planeworks

Massage Therapy

Union Transfer & Storage Company
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Month by month
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1. No parking on the subject site. Because this alternative
would greatly reduce the marketability of the subject property
and thus reduce its potential for success, this alt:: .:-ive is
not recommended.

2. One floor of indoor parking accessible from Wilson
Street. This alternative would entail using the floor level with
Wilson Street for parking and would make available 22 parking
stalls. Although a variance fram the City of Madison is
necessary for the entrance and exit on Wilson Street, approval is
likely according to informal discussions with city officials.

3. T™wo floors of indoor parking accessible form John Nolen
Drive. Under this alternative, the two lower floors of the
building will be used for parking and would create 50 stalls.
Thié alternative entails obtaining an easement from the Chicago,
Milwaukee, St. Paul and Pacific ﬁailroad which owns the parcel of
land between the subject site and John Nolen Drive.

Although the alternative with 50 parking stalls is desired,
it is not anticipated to be realized, thus the second
alternative, with 22 parking stalls, is used in the financial
analysis of the proposed project.

The Union Transfer Building has a capacity of 22 or 50
indoor parking stalls. With 22 parking stalls and use of the
remainder of the building as office space, the building has a
parking ratio of only .32 parking spaces per 1,000 square feet of
gross leasable area. With 50 parking stalls and use of the
remainder of the building as office space, the _..rking ratio

rises to .91. Both of these ratios are well below the industry

15




standard for parking in Class A office space which typically
ranges from 2.5 to 3.0 parking spaces per 1,000 square feet
of gross leasable area‘3

Because of the subject property's parking deficiency, it
would not be considered a Class A office building. For this
reason, the following market study includes an analysis of both
Class A and Class B office space. It is also important to note
that the subject property's deficiency in parking may cause a

marketability problem.

E. Linkage

Linkage is the relationship between the subject site and its
environs. Linkage is measured in terms of the utilities and
disutilities of moving from one point to another, and is an
important aspect of every property's value.

The subject property is at an intersection of three streets:
East Wilson Street, King Street, and Butler Street (Exhibit 1).
Access to the site by automobile is difficult for persons not
familiar with downtown Madison due to the complicated street
patterns of the isthmus area. The site is accessible from the
east via East Wilson Street, which has two lanes and traffic runs
west one-way. The site is also accessible from King Street, a

two—-way street, which connects the subject property to Doty

3
Shared Parking, (Washington, D.C.: the Urban Land

Institute, 1983), pp. 13-14.
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Street, a major‘traffic artery through the isthmus. Butler
Street, a two-way street, intersects with East Washington Avenue
two blocks from the subject site. East Washington Avenue has six
lanes and connects with the Interstate Highway System
approximately ten miles from its intersection with Butler Street.
A vehicular traffic count (Appendix A) shows the distribution of
traffic on the streets adjacent and near the subject site.
Parking near the subject Site is sparse (Exhibit 5). The
Doty Street ramp is located one-block from the subject site and
has 471 spaces. Although the city rents spaces in the Doty
Street ramp on a monthly basis, 60 people are currently on a
waiting list for a space in the ramp, and only one space every
six months is becoming available (a 30 year Qaiting period for
those at the end of the list). Also, 14 parking spaces are
available one and a half blocks from the subject site at the
Block 88 parki&g lot behind the City-County Building. However,

the parking spaces there have a one hour restriction.

F. Dynamic Attributes

The subject site is at the eastern end of King Street which
runs two blocks diagonally from the Capital Square. An
unobstructed view of the Capital is present from the subject
propérty when looking up King Street. The windows at the rear of
the building offer panoramic views of Lake Monona.

The subject property borders a revitalized and growing part
of the downtown office area and a somewhat rundown commercial

area of warehouses, retail stores and small Class B and C office

17




ZXHIBIT S
PARKING
LEGEND
LONED PRRNING
® 2HR METERS o 2 HR RESTRICTION
o | HR METERS  wssmees | MR RESTRICTION
@ 30 MIN METERS  wmcams NO RESTRICTION T A
® 13 MIN METERS - —— NO PARKING O
© IHOURCYCLE == PEAK HOUR RESTR END
o LOADING ZONE e  DIS-VET SPACE M

w TEMPLZ TA-IA g ENTRANCES

TITTT] MUNICIPALLY OPERATED PARKING l- A K E

e ONE WAY STREET

40 nawg oF FactITY souces
I BLAIR LOT (RESERVED PARKING) 72

2 BLOCK 58 - BUCKEYE LOT 58

3 SL0CK 88 2]

4 BRAYTON LOT 188

S CAPITOL CENTRE RAMP (11}
6 DAYTON RAMP 523
7 0OTY RAMP an
@ FRANCES RAMP 292
9 LAKE RAMP 832
10 M CORMICK RAMP 628

1 DANE COUNTY RAMP 003
12 600 UMIV. AVE. LOT - TEMP.

PRO

Rl

&2

ST

o e 0 —

= CENTRAL AREA PARKING [KuMsir: *87%0!
L A K E M 0 N 0 N A SCALE:| CITY OF MADISON, WISCONSIN DATE: 1-1-83

DEPARTMENT OF TRANSPORTATION
MOoWNE. PARKING DIVISION DRAWN BY: XENWN

18




buildings. Land uses in the general area of the subject property
are shown in Exhibit 6.

Adjacent to, and west of the subject property, is a white,
bulky, three-story building which houses the State of Wisconsin
Department of Employment Relations (Exhibit 7). Next, is the
Watermark Building at 137 East Wilson Street which is currently
leased by the Wisconsin Higher Educational Aids Board., another
state agency. The next building té the west is the old General
Casualty Insurance build;ng. Recently purchased by the Munz
Corporation and renamed Lakeview Terrace, this building has
60,000 square feet of Class A office space with 157 sheltered
parking stalls. Currently under renovation, the building is
approximately 50% leased.

Directly to the east of, and abutting the subject property
is the State of Wisconsin Credit Union building. This building
is a modern, one-story structure and appears out of placg next to
the four-story Union Transfer building and the four-story Rubin's
Furniture building adjacent and to the east of it. Across from
the subject on the corner of King and Wilson Streets is the
McManus building, a two-story office building; the Frautschi
Center, a recently renovated office and retail building:; the
Snyder Building, a three-story residential and office building;
and the 471 space Doty Street parking ramp.

On the block defined by Butler and King Streets lie two
vacant low-rise buildings and the GEF II and III state office
buildings which during the day house approximately 3,500 office

workers. The buildings, beside bringing more pedestrian traffic

19




EXHIBIT 6

LAND USES NEAR THE SUBJECT SITE
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in the neighborhood, have a large and attractive plaza on King
Street that visually enhances the area.

The block defined by Butler and Wilson Street consists of a
mix of one- and two-story office buildings, residential
buildings, and a tavern.

An advantage of the location of the subject property is that
it is only two blocks from the City-County Building, Courthouse.,
and the state capitol. Close proximity to the City-County
Building and Courthouse increases the marketability of the
subject property with law firms, title companies, and other
establishments that need to be near the courts and county
records. Close proximity to the capitol is desired by trade
associations and lobbyists and thus enhgnces the marketability of

the subject property to these type of office users.
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III. MARKET ANALYSIS

The following is a market analysis of office use in downtown
Madison. The first section of the analysis is an examination of
local economic conditions and how they may affect the office
market. Section two is an explanation of how the downtown office
market is defined for purposes of the market study. The third
section of the analysis is a review of the supply of downtown
office space. The fourth section of the analysis is an examination
of demand for downtown office space. Finally, the fifth section
is a comparison of the supply and demand analyses and an estimation

of market penetration for the proposed Union Transfer office

project.

A. Local Economic Conditions

The Dane County economy is well diversified and is based
largely on government, trade, and service industries. Because of
its diverse economic base and emphasis in government employment.,
Dane County has historically had one of the highest and most stable
employment rates in the State of Wisconsin. Basic industries,
those that bring money into the community, consist primarily of the
state government, the University of Wisconsin, several insurance
companies, and manufacturing firms.

Between 1970 and 1980 Dane County employment grew by 41%. In
comparison, employment for the state grew by 24% for the same
period. This robust growth added 49,400 jobs to the county and
raised total employment from 120,600 jobs in 1970 to 170,000 in

1980 (Exhibit 8).
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ZXHIBIT 8

DANE COUNTY EMPLOYMENT BY INDUSTRY BY PERICD

Percent

Change

Industry 1970 1980 1981 1982 70-80
Manufacturing 16300 20100 20300 19300 23.3
Contract Construction ' 6400 6600 6000 5100 3.1
TCU's 5300 6300 6300 6300 18.9
Wholesale/Retail Trade 24300 35800 36300 37000 47.3

FIRE 6200 12700 13500 13700 104.8
Service and Miscellaneous 17600 31100 32600 33600 76.7
Government 44500 57400 55600 54200 29.0
Total Dane County 120600 170000 170600 169200 41.0

Source: Employment Review, Wisconsin Department of Industry, Labor and
Human Relations (DCRPC 82 RT) )
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Dane County employment decreased between 1980 and 1982. A net
loss of 800 jobs occurred in the county, representing a decline of
0.5% in total employment (Exhibit 9). Despite moderate gains in
service industries, the county lost over 800 manufacturing jobs.,
1,500 construction jobs and over 3,000 government jobs from 1980 to
1982. Total employment in the State of Wisconsin, on the other
hand, rose by 0.8 percent for the same two year period. The
negative or flat county and state employment growth in this two
year period is due largely to the national and international
economic recession.

The Wisconsin Department of Industry, Labor, and Human
Relations (DILHR) state employment estimates to the year 1990
indicate a continued, but slower, rate of overall state growth from
24 percent in the 1970's to an expected 18 percent for the
remainder of ghe 1980's. Dane county employment growth estimates
are not available. But, by assuming that the county will continue
to perform as it has in the past in relation to state grdwth, the
county can be expected to experience a growth rate of 30 percent to
1990 if DILHR's assumptions for statewide growth held true. This
30 percent increase assumes that the county will continue to
outperform state economic growth at the same rate as in the 1970's.
Due, however, to an expected slowing of government employment
growth in the county, the 30 percent growth rate can be reduced by
S5 percent to a level of 25 percent growth in employment to 1990.
This 25 percent growth represents 42,400 jobs to be added to the

county by 1990. This 25 petcent increase in jobs form a 1980 base

may be an overestimate given the .5 percent loss in county
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EXHIBIT 9

DANE COUNTY EMPLOYMENT CHANGE BY INDUSTRY BY PERIOD

1970-1980 1970-1982 1980-1982

Industry # Of % Of # Of % Of ¥ Of % Of
New Jobs New Jobs New Jobs - New Jobs New Jobs New Jobs
Manufacturing 3800 7.7 3000 6.2 -800 -100.0
Contract Construction 200 0.4 -1300 -2.7 -1500 -187.5
TCU's 1000 2 . 1000 2.1 0 0.0
Wholesale/Retail Trade 11500 23.3 12700 26.1 1200 150.0
FIRE 6500 13.2 7500 15.4 1000 125.0
Service and Miscellaneous 13500 27.3 16000 32.9 2500 312.5
g Govarnment 12900 26.1 9700 20.0 -3200 -400.0
Total Dane County 49400 100.0 48600 100.0 -800 100.0

Source: Employment Review, Wisconsin Department of Industry. Labor and
Human Relations (DCRPC 82 RT)




employment from 1980 to 1982 and the reduced expectations of
emi:loyment growt;h in the government sector. A more accurate
estimate of county employment can be derived by assuming that the
25 percent increase in employment will be reached by 1995. This
downward adjustment maintains the assumed 25 percent growth, but
uses the 1982 to 1995+ time frame instead of the DILHR 1980 to 1990
time frame. Thus, it is assumed that the county will add an
average of 3,261 jobs annually and experience a moderate growth of
20 to 30 percent in employment in employment through 1995, adding
approximately 42,400 jobs for a total of 211,600 jobsbby 1995.

County employment growth by industrial sector from 1970 to
1982 reveals that the largest growth took place in the Finance,
Insurance, and Real Estate (FIRE) sector (121.0 percent), Services
(90.9 percent) and wholésale and Retail Trade (52.3 percent)
sectors, as shown in Exhibit 8. The Construction sector decreased
in size by 20.3 percent. Numerically, over the 1970-1982 period,
the Service industry provided 32.9 percent of the new jobs, or
16,000 jobs (see Exhibit 9). The Gévernment sector provided 9,700
new jobs, or 20.0 percent of the new 1970-1982 jobs. The Trade
sector provided 12,700 jobs and 26.1 percent of all new jobs in the
same period. Combined, the Service, Government and Trade sectors
have added 79 percent of all new jobs. As of 1982, government
employment accounted for 32 percent of Dane County employment,
wholesale and retail trade 21.9 percent, and service employment
19.9 percent (see Exhibit 10).

In estimating county employment growth by industrial

sectors, guidance can again be derived from comparing DILHR state
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EXHIBIT 10

PERCNETAGE OF DANE COUNTY EMPLOYMENT BY INDUSTRY
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5 1970 36.9% 20.1% 14.6% 13.5% 53] 5.1} |4.4
1980 33.8% 21.0% 18.3% 11.8% 3.9 7.5 3.7
1981 32.6% 21.3% 19.1% 11.9% 35 7.9 3.7
1982 32.0% 21.9% 19.9% 11.4% 3.0 8.1 3.7
Source: 1982 Regional Trends. Dane County Regional Planning Commission,

April, 1983, pg.
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estimates of sectoral employment growth to 1990 to the county, as

shown in Exhibit 11. State industrial sector growth from 1970 to

1980 reveals a broad distributional parallel to county sectoral

levels, but at a lower absolute level of growth. The same three
sectors (Services; FIRE; Trade) remain the fastest growing sectors
for both the state and county. Of these three sectors, Services
and Trade have shown the largest numerical incrgase in the 1970-
1980 period. Thus, the county and state show similar sectoral
growth patterns with Services and Trade providing the largest
numeric and proportional growth in employment. The major
difference between historical state and county sectoral growth is
the major contribution made by the Government sector in Dane
County.

With this employment growth parallel between state and the
county sectors, it is reasonable to estimate future county
employment by comparing it to the state employment growth
predictions. Overall distribution of county employment growth is
expected to follow broad historical trends and expected changes
induced by new economic conditions in the 1980's. The Trade and
Services industries are expected to continue their trend of rapid
growth, the FIRE sector is expected to remain stable, and the
Manufacturing, Construction., Tran5pqrtation—Construction—Utilities
(TCU), and Government sectors are expected to provide 700 new jobs,
or less than 2 percent of the new county jobs added by the early
1990's.

Given the approximate 42,400 jobs to be added, the Trade and

Service sectors are expected to provide 27,000 jobs, or two-thirds
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EXHIBIT 11

STATE AND COUNTY EMPLOYMENT GROWTH
BY INDUSTRY FOR 1970-1980, 1980-1990

1970-1980 1980-1990

Industry Dane County State State
Manufacturing 23.3 11.4 11.6
Contract Construction 3.1 13.1 15.8
TCU's 18.9 13.8 5.6
Wholesale/Retail Trade 47.3 33.4 22.3
FIRE 104.8 20.9 11.0
Service and Miscellaneous 76.7 57.9 33.3
Government 30.0 20.9 11.0

Source: Employment Review, Wisconsin Department of
Industry, Labor and Human Relations (DCRPC 82 RT)
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of all new jobs added. The slower growing sectors of Government,
Manufacturing and FIRE are expected to provide 14,700 jobs, or 35
percent of all new jobs. Finally, the Construction and TCU sectors
are expected to provide 700 new jobs, or less than two percent of
the new county jobs added by the early 1990's. Thus, the dominant
areas of employment growth in Dane County is expected to be in the
Trade and Service sectors. |
The growth in Dane County labor force has occurred in the
managerial, professional, clerical, sales and service occupations.
The managerial and professional occupations have accounted for 41
percent of the growth while the clerical, sales and service
occupations have accounted for 51 percent of the 1970 to‘1980

growth (Exhibit 12). Given the slowing of employment in the

- Government sector in Dane County and the rapid expansion of Service

and Trade sectors, it is reasonable to expect larger shares of
future labor force increase in the sales, services and managerial
occupational groups. These groups accounted for 57.5 percent of
the 1970 to 1980 growth and can be expected to provide an even
larger share (nearly 2/3) of the 1980 to 1995 occupational growth.

Downtown Madison is the major employment center in Dane
County. According to the Dane County Regional Planning Commision,
downtown employment grew from 18,700 jobs in 1970 to approximately
23,300 jobs in 1980. However, the percentage of Dane County
employment located in downtown Madison has declined since 1970
(Exhibit 13), reflecting greater employment grqwth in other areas
of Dane County.

More detailed information concerning past and projected
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EXHIBIT 12

CHANGE IN OCCUPATIONAL COMPOSITION FOR 1970-1980

Dane County City of Madison
1970-1980 1970-1980

Occupation # % # ) %
Managerial 9,667 20.8 4,500 30.5
Professional 9,226 20.0 4,227 28.6
Sales 7,783 16.7 3,562 24.1
Clerical 9,253 20.0 1,575 10.7
w Private Household (470) -1.0 (366) -2.5
N Services 6,594 14.2 2,525 17.2
Farm 232 0.5 343 2.3
Craftsmen - 2,532 5.4 (433) -2.9
Operatives (1,219) -2.6 (1,444) -9.8
Transportation 1,412 3.0 62 0.4
Laborers 1,400 3.0 207 1.4
Total 46,410 100.0 14,758 100.0

Source: 1970 and 1980 Census




EXHIBIT 13

PERCENTAGE OF DANE COUNTY EMPLOYMENT

LOCATED IN DOWNTOWN MADISON

Industry 1970 1980
Manufacturing N/A 3.5
Contract Construction N/A 2.0
TCU's N/A 29.5
Wholesale/Retail Trade N/A 6.9
FIRE N/A 25.0
Service and Miscellaneous, N/A 15.3
Government N/A 17.7

TOTAL 15.5 13.7

N/A - Not Available

Source: Unpublished Report, Dane County
Regional Planning Commission.
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employment growth inAthe downtown area of Madison is non-existent.
For this reason, a survey of downtown businesses was conducted to
estimate employment growth and subsequently the demand growth for
downtown office space. A detailed description of the surVey and

its results is given in the Downtown Office Demand section on page

46 of this report.

B. Market Area Defined

Most downtown office users established their first office in
the Madison metropolitan area near the capitol and very few of them
have moved downtown from outlying areas. In the past 10 years,
some firms have moved out of the downtown area to principally the
West Towne, beltline, and airport office markets. These movements
out of downtown appear not to be a function of office space supply
in outlying areas, but appear to be motivated by the convenience of
suburban offic; areas. Conveniences such as free and plentiful
parking, less traffic congestion, easy access, and proxihity to
employee residences have been the major drawing power of suburban
office buildings not only in Madison but in other metropolitan
areas throughout the country.

Office buildings outside of the isthmus area were excluded
from this market study because they are not in direct competition
with downtown office buildings. Boundaries were drawn somewhat
arbitrarily, but with recognition of where most major office
buildings on the isthmus are located. The downtown office market
area is thus defined as being bound -by North and South Broom Street

on the west, Lake Monona to the south, North and South Hancock
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Street to the east, and Lake Mendota to the north (see Exhibit 14).

C. Downtown Office Supply

Little historical information is available concerning
downtown office space and vacancy rates. The earliest
camprehensive survey of downtown office space found was conducted
in November of 1982 by Landmark Research, Inc. (Appendix B). Due
to the lack of up to date information, a telephone survey of
building owners and leasing agents of downtown buildings was
conducted (see Appendix C for a copy of the survey form used). A
total of 36 buildings were surveyed with a 100 percent response
rate.

Because office space is not a homogeneous commodity, it is
necessary to segment the supply of space by criteria that are
important to users in their selection of space for leasing. Three
criteria relevant to the downtown Madison office market and the
proposed project were found to categorize office space. They are:

l. Class of space
2. Square foot per floor

3. Price per square foot

Below are the findings form the survey results for each of

the three criteria.

1. Downtown Office Market Segmented by Class
Class A space is characterized by buildings with excellent
locations and access, constructed with high quality materials, high

quality tenants, and are professionally managed. Also, most Class
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EXHIBIT 14

DOWNTOWN OFFICE MARKET AREA
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4
A buildings typically have underground or ramp parking on-site.

According to the Urban Land Institute, Class B buildings are
characterized as having "good locations, management, and

5 ,
construction, and tenant standards are high." Class B buildings

also typically have little functio;al obsolescence and
deterioration. Class C buildings are typically 15 years or older
and have same functional obsolescence.6

Although the proposed project would offer high quality office
space, because of a large parking deficiency it‘would not be wholly
classified as a Class A building and thus would also be competing
with Class B buildings. Therefore, Class A and B office space is
examined in the proceeding market analysis.

As of June 1984, only ten buildings in the downtown area
could be categorized as Class A office buildings. These ten
buildings are listed in Exhibit 15. Exhibit 15 also indicates the
vacancy rate for Class A office space downtown is 5.7 percent,
with a total of approximately 55,000 net leasable square feet
vacant. The vacancy rate is up from November of 1982. However,
since 1982, two additional Class A office buildings have been

added to the downtown office market and account for 75 percent of

the vacant Class A space. Both buildings, Lakeview Terrace and

4
Downtown Development Handbook, (Washington, D.C.: the Urban

Land Institute, 1980), pg. 45.

5
Ibid.

5
Ibid.
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EXHIBIT 15

MADISON DOWNTOWN -CLASS A OFFICE SPACE

Net Net
Leasable Vacant Percent Annual Rental Leasable
Square Square of Space Rate Per Utilities = Janitorial Amenities Sq. Ft.
Building/Address Feet Feet Vacant Square Foot Included Included Included Parking Per Floor
First Wisconsin Plaza 283,641 0o 0.0% $15.00-517.50 Yes Yes 5,6,8,10 325 Stalls 24918-50392
1 South Pinckney Street $64.05/month
United Bank Tower 156,482 3,050 1.9% $14.80 Yes Yes 8 246 Stalls 13054
222 West Washington Avenue $60/month
Verex 105,000 o] 0.0% $10.80-516.50 Yes Yes 3,5,6,8,10 192 Stalls 2884-19812
150 East Gilman Street $52/month
James Wilson Plaza 103,000 9,300 9.0% $12.00 Yes Yes 3.8 220 Stalls 9300
131 West Wilson Street $58/month
Anchor Savings and Loan 89,499 1,094 1.2% $10.75-$13.00 Yes Yes 8 256 Stalls 10000-14000
25 West Main Street $42/month
National Guardian Life 68,243 0 0.0% $13.00 Yes[i] Yes 8 292 Stalls 13500
2 East Gilman Street $60/month
Lakeview Terrace 60,000 28,000 46.7% $11.00-514.00 Yes Yes 8,11 157 Stalls 6000—21060
131 East Wilson Street $50/month
100 North Hamilton 37,516 13,068 34.8% $14.00 Yes Yes 8,10 72 Stalls 5201-8679
100 North Hamilton $60/month
Investors Services 31,123 0 0.0% $10.50-512.00 Yes Yes 4,8 53 Stalls 7780
217 South Hamilton Street $46/month
44 On The Sguare 28,000 0 0.0% $15.75-516.41 Yes Yes 8 33 Stalls 7000
44 East Mifflin Street S50/month
TOTALS 962,504 54,512 5.7%




EXHIBIT 15 (Continued)

MADISON DOWNTOWN CLASS A OFFICE SPACE

Source: Telephone survey with building owners and leasing agents., conducted by Ross Luedke. Kris Siversten and Dale Mussatti.

[1l] Electricity not included with utilities.
[2] Janitorial is negotiable with tenants.
[3] Amenrities: 1. Shared secretarial services
2. Word processing .
3. Shared copy services
4. Receptionist
5. Conference room(s)
6. Kitchen facilities
7. Window air conditioning
8. Central air conditioning
9. Office furniture
10. Showers
11. Exercise equipment
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100 North Hamilton Street, are currently being rehabbed and are in
their lease-up phases.

The remaining office buildings surveyed in the downtown area
offer Class B and C space. For purposes of this analysis, Class B
and C buildings are listed together in Exhibit 16 because they are
difficult to distinguish between one another and thus they are
often competing for the same tenants. Exhibit 16 indicates that
the vacancy rate fqr Class B and C space as of June 1984 is 13.7
percent with approximately 77,000 square feet vacant. This is an
improvement over the November 1982 Class B and C vacancy rate of
23.4 percent.

Because the 1984 survey was more comprehensive than the 1982
survey it indicates mére net leasable square feet as vacant. The
June 1984 vacancy rate for the same buildings surveyed in 1982 is

only 11.8 percent.
2. Downtown Office Market Segmented By Floor Size

Most organizations prefer to have their entire operations
on one floor so as to promote better communication within the
organization, reduce employee time spent moving between
departments, and provide management with greater "hands-on"
control over operations. For this reason, large contiguous office
spaces are in demand and thus office space supply can be segmented
by floor size. This type of segmentation is particularly relevant
to the Union Transfer Building because of the large size of its
floors (13,700 GLA, 12,330 NLA). Floor areas were segmented into

seven categories by square feet (see Exhibit 17).
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EXHIBIT 16

MADISON DOWNTOWN CLASS B AND C OFFICE SPACE

Net ' Net
Leasable Vacant Percent Annual Rental Leasable
Square Square of Space Rate Per Utilities Janitorial Amenities Sq. Ft.
- Building/Address’ Feet Feet Vacant Square Foot Included Included Included Parking Per Floor
The Tenney Building 75,000 15,000 20.0% $10.00 Yes Yes 5.8,10 25 stalls 8640
110 East Main Street $45/month
Hovde Building 67,000 2,010 3.0% $10.00 Yes([1] Yes 8 - None 6700
122 West Washington Avenue
Thirty On The Square 54,594 8,190 15.0% $8.00-$8.50 Yes Yes 8 None 6066
30 West Mifflin Street
National Mutual Benefit ‘ 41,200 521 1.3% $9.00-$9.50 Yes Yes 3,5,6,7.10 35 Stalls 6755
119 Monona Avenue $52.50/month
Federal Center 39,547 360 0.9% $9.50 Yes Yes 8,10 40 Stalls 9886
212 East Washington Avenue
Churchill Building 36,000 10,080 28.0% $9.00 Yes(1] Yes 8 None 4000
North Carroll Street
o
= AAA Building 31,027 (V] 0.0% $5.20 B No Yes 8 61 Stalls 5171
433 West Washington Avenue : Included
14 West Mifflin Street 27,430 6,280 22.9% $6.00-$9.50 Yes Yes 8 None 6860
14 West Mifflin Street :
625 West Washington Avenue 24,000 6,000 25.0% $7.50-$8.50 Yes Yes 5,6.,8 43 Stalls 10000-14000
625 West Washington Avenue Included
Centre Seven 20,000 800 0.0% $8.50-~-$12.00 Yes(1] Yes 8 None 5000
7 North Pinckney Street
Provident S & L 16,000 0 0.0% $8.25 Yes Yes 8 None 5333
126 South Hamilton Street
The Atrium 15,200 200 0.0% $8.50-512.00 Yes Yes 8 None
23 North Pinckney Street
333 west Mifflin Street 13,863 0 0.0% $6.86-$9.50 Yes Yes 8 60 Stalls 6932
333 West Mifflin Street $35/month
0ld Commercial Bank 13,400 3,434 25.6% $8.00-510.00 No Yes 7 None 4060
104 State Street
340 West Washington Avenue 12,800 5,361 41.9% $7.50 Yes Yes(2] 8 12 Stalls 5755-6400
340 West Washington Avenue $40/month
112-116 King Street 11,937 5,059 42.4% $8.50-$9.50 Yes Yes 8 None 1750-2000

112-116 King Street
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EXHIBIT 16 (Continued)

MADISON DOWNTOWN CLASS B AND C OFFICE SPACE

10,923

Fruatschi Center 4,435 40.6% $8.50-512.00 Yes
132 East Wilson Street
117 Monona Avenue 10,000 4,100 41.0% $9.25 Yes(1]
117 Monona Avenue
Fire Station #2 8,300 V] 0.0% $9.00-S13.00 Yes(1]
301 North Broom Street
125 West Doty Street 8,100 650 8.0% $6.50-$10.50 Yes
125 West Doty Street
Jackman Building 7,900 600 7.6% $8.00-510.00 No
111 South Hamilton Street
Threlfall Building 7,900 0 0.0% $8.00-$8.25 Yes
222 South Hamilton Street
Reese Building 6,000 2,200 0.0% $7.50-$8.00 Yes
302 East Washington Avenue
147 South Butler Street 3,700 ] 0.0% $7.00-59.00 No
147 South Butler Street
122 south Pinckney Street 2,000 2,000 100.0% $4.32 Yes
122 South Pinckney Street
103 North Hamilton Street 1,700 [s] 0.0% $10.00 Yes
103 North Hamilton Street '

TOTALS 565,521 77,280 13.7%

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

1,2,3,4,6,8

1,2,3,4,5,6

8,10

1.2,3,4,5,8

3.8

8.10

28 Stalls
$52.50/month

None
13 Stalls
$45/month

10 Stalls

S Stalls
$20/month

2 Stalls
$30/month

None
2 Stalls
$§52.50/month

4 Stalls
$40/month

315-2659

1200-3600

2800

2700

2633

2633

3000

1900

1000

1700

Source: Telephone survey with building owners and leasing agents., conducted by Ross Luedke, Kris Siversten and Dale Mussatti.

[1] Electricity not included with utilities.
[2] Janitorial is negotiable with tenants.
[3] Amenities: 1. Shared secretarial services
2. Word processing
3. Shared copy services
4. Receptionist
S. Conference room(s)
6. Kitchen facilities
7. Window air conditioning
8. Central air conditioning
9. Office furniture
~10. Showers
11. Exercise equipment




EXHIBIT 17

DOWNTOWN OFFICE VACANCY RATES BY FLOOR AREA

Net Net

Leasable Leasable Vacant Percent
Sq. Ft. Square Square of Space

Per Floor Feet Feet vacant
<4999 143,060 32,758 22.9%
5000-9999 598,100 60,890 10.2%
10000-14999 338,224 10,144 3.0%
15000-19999 105,000 0 0.0%
20000-24999 60,000 28,000 46.7%
25000+ 283,641 0 0.0%
Total 1,528,025 131,792 8.6%

*Each building is categorized by the net leasable square feet
of its largest floor.

Source: Telephone survey with building owners and leasing agents,

conducted by Ross Luedke, Kris Siversten, and Dale Mussatti.
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Space in office buildings Qith large floor areas, as
illustrated in Exhibit 17, are in high demand. With the exception
of Lakeview Terrace, which is currently in its lease-up phase, the
vacancy rate for buildings with over 10,000 net leasable square
feet per floor is only 4.8 percent (38,144 square feet vacant from
a total of 786,865 square feet). This low vacancy rate may
indicate there is need for large contiguous spaces, thus the
subjéct property may be more marketable than buildings with smaller
floor areas. It is important to note however, that most of the
buildings with large floor areas are Class A buildings, thus the
low vacancy rate may be a partial reflection of the demand for high

quality space.
3. Downtown Office Market Segmented By Rents

Most office users have some sensitivity to price when
selecting a building to l;cate. For this reason, price per square
foot is a criterion used to analyze the supply of downtown office
space. Price categories were arbitrarily delineated by two dollar
intervals-—intervals large enough to affect a lessor's leasing
decision. Space in the subject property will be leased at $10.00 to
$12.00 per square foot on the upper floors and at $8.00 to $9.00
per square foot in the two iower floors if they are renovated into
office space. As illustrated in Exhibit 18, there is a relatively
large supply of space in the $8.00 to $9.99 rent range with
approximately 39,000 square feet vacant and a vacancy rate of -13.5
percent. A 7.4 percent vacancy rate for space-in the $10.00 to

$11.99 price range is low, relative to other price ranges and may
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EXHIBIT 18

DOWNTOWN OFFICE VACANCY RATES BY RENT LEVEL

Rent Net

Range per Leasable vacant Percent
Square Square Square of Space

Foot* Feet Feet vVacant
$4.00-$5.99 33,027 2,000 6.1%
$6.00-$7.99 46,230 13,841 29.9%
$8.00-$9.99 288,141 38,994 13.5%
$10.00-$11.99 318,745 23,539 7.4%
$12.00-$13.99 336,243 37,300 11.1%
$14.00-$15.99 193,998 16,118 8.3%
$16.00+ 311,641 0 0.0%
Total 1,528,025 131,792 ‘ 8.6%

*Annual rent per square foot was calculated for each building
by dividing its rent range by two.

Source: Telephone survey with building owners and leasing agents,
conducted by Ross Luedke, Kris Siversten, and Dale Mussatti.
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indicate a profitable niche in the market. However, there is

approximately 24,000 square feet vacant in this price range.
4. Projected Office Supply Growth

Four major proposals have been made for new or renovated
office space in downtown Madison (see Exhibit 19). At this time,
except for the renovation of the Tenney Building, the proposed
additions to the downtown office market are either on hold due to
weak leasing activity (Carley Project and American Exchange
Project) or still in their early stages (Hovde Project).

Although, if any of the prOposed new office buildings were
initiated they would greatly increase the supply of space downtown.,
it does not appear likely that any of the projects will occur

within the next two years.

D. Downtown Office Demand

Office building activity tends to cluster in nodes around
centers of economic activity, in downtown Madison, office uses are
not only related to economic activities, i.e., banking and trade.,
but also governmental services provided by the state, county, and
city. The market area clustered at this node is an area three to
four blocks in either direction from the State Capitol (see Exhibit
14). Within the market area, two categories of office building
activity occur, public space for governmental office users and
private space demand associated with banking, finance., and

supplementary and complementary business and government services.
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EXHIBIT 19

PROPOSED NEW DOWNTOWN OFFICE SPACE

Building/
Address

Proposal

Status

Hovde Project/
14 East Mifflin Street

Carley Project/
44 East Mifflin Street

American Exchange Project/
108 East Washington Avenue

Tenney Building Renovation/
110 East Main Street

Class A mixed use development.
Approximately 26,000 to 39,000
square feet of office space.
324 indoor parking stalls.

Class A office building.
Proposal to add six floors of
office space to an existing
building. Would add approxi-
mately 42,000 square feet of
space to the building.

Nine-story Class A office
building. Approximately
157,000 square feet of office
space.

Plans call for a glass-
enclosed entrance and 212
stall parking ramp between

the 1lst Wisconsin Bldg. and
the Tenney Bldg. Improvements
include new mechanical systems,
lighting, floor, and wall
finishes. Completion 1987.

In early stage of development,
attempting to obtain TIF
financing from city.

Project is on hold due to weak
demand.

Project is on hold due to weak
demand.

Renovation work has not yet
begun.




1. State Office Demand

The current need for state occupied office space is
difficult to determine. Bob Leheman, Assistant Director of
Planning and Construction for the State of Wisconsin stated demand
for space is either shrinking or staying the same. The state is
not actively leasing space; however, state agencies from other
areas of the city are being relocated into state buildings in the
downtown area, consistent with the Building Commission's policy to
consolidate government agencies into the downtown area.
Consolidation of agencies will occur over a ten year period. As
the agency lease expires and only to the extent that rents are
favorable and space is available consistent with that agency's
needs. Mr. Leheman stated the state typically leases Class B
office space.

The state would be approached on an individual basis for
proposals to lease space in the subject property. Although the
state may be considered a prospective tenant of the subject
property, no projection of an annual demand is forecasted due to

its unpredictable nature.
2. Private Office Demand

The amount of space required by a firm is a function of
the number of office employees it has. The approach for estimating
office demand in downtown Madison is based on this relationship,
that demand for office space is a function of gfowth or decline in
the number of office workers. A review of secondary data sources;

Dane County Business Patterns, U.S. Census Data, yielded
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inconclusive data for predicting growth of businesses specifically
in downtown Madison. The Dane County Planning Department supplied
employment data organized by Standard Industrial Classification
code (SIC) for downtown Madison, but only for 1980 and thus no
growth trend could be predicted. Because of this lack of data on
downtown employment growth, it was necessary to develop an estimate
of gro&th using a survey of downtown employers. The methodology of

this estimate is described below.
3. Methodology

Since.the approach needed to predict office demand is based
on the growth or decline of office workers, a survey was developed
(see Appendix D) to collect data that would enable a prediction of
office space demand. The survey is subdivided into three sections
with section one providing data for projecting an office demand
range for 1985 and 1986. The information requested of randomly
selected downtown office tenants was: the total square féet leased
in the their office; the number of people currently employed in the
office (1984); a projection of anticipated employee growth in 1985
and 1986; the expiration date of their lease; and the locational
preference if the business stated it would consider relocating out
of the downtown market area.

Section two was designed to determine what factors contributed
to a firm's location decision (Appendix D). This data will provide
a basis for evaluating the location preferences of survey
participants with respect to the subject property. Thus, revealing

the positive or negative attributes that may be perceived by
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potential tenants in the market for office space.

Section three requested information concerning desired office
amenities. A minimum amenity standard could be determined from
this data that would serve as a éuide for developing a competitive

edge in marketing the subject property.
4. Projected Downtown Office Demand

There are principally two types of office demand: growth
demand which comes from employment growth within the area and
upgrade demand which comes from existing tenants who desire to

relocate to better quality space.

A projection of downtown office growth demand is based on
the assumption that demand can be derived from a projection of
office employment in the area. Using data from the survey, the
projected growth demand for office space in the downtown market
area is calculated using the following formula:

Projected employees in 1985 X Square feet per employee
Percent of downtown square feet surveyed

which will yield an estimated total square foot office growth
demand in 1985. The difference in total amounts for 1985 and 1984
is the projected additional office growth demand for 1985. The
amount of net leasable area surveyed totaled 128,382 square feet or -
8.4 percent of the total net leasable office space in the downtown
office market (1,528,032 square feet as per survey of building
owners and leasing agents——see Exhibits 15 and 16).

The tally of employees from the survey respondents totaled
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506. Dividing the number of square feet leased by the number of
employees yielded a figure of 254 Squére feet of(office space per
employee. Further, analysis of the data provided a range of future
employee growth for 1985 and 1986 (Exhibit 20).

The 1985 and 1986 projections of future growth were obtained

using the Minitab7 statistical program to sort and select the
fields that contained the number of employees projected in 1985 and
1986, and corresponding lease expiration dates. Using this data,
the program was instructed to tabulate the anticipated growth in
employees from May 1984 to May 1985. The command was repeated for
June 1985 and June 1986.

Thg 1985 projection ranged from a low of 531 employees to a high
of 553 employees. The range was derived by subtracting those
employees for businesses that reported they would consider
relocating outside the market area.

The resulting projected growth demand for office space in the
downtown market area is a high of 144,000 square feet to a low of
68,000 square feet, with an average of approximately 106,000 square
feet. Projections of eméloyee growth in 1986 were optimistic——an
11 percent increase. In the high value projection of employment
growth, the projections of éffice growth demand nearly doubled those
projected for 1985. However, dué to the uncertainty inherent in a
two vear projection, a discount factor of .5 is used to arrive at a

high office growth demand projection of approximately 117,000

7
Minitab is a statistical program designed at Pennsylvania

State University.
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EXHIBIT 20

PROJECTED DOWNTOWN OFFICE DEMAND - SURVEY METHOD

SURVEY PROJECTED PROJECTED

RESULTS FOR FOR
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