Spatial
Resonance

With construction well under way, Kilroy Realty’s Columbia Square
project shows that creative office officially has a new face

reative office was once
simply renovated
house spaces with pol-
ished concrere floors and
high, open ceilings, meant (o farget
technology and creative companies.
Maost popular in San Francisco and
New York City, technology mainstays
came in and gave creative office a
boost of flash and sparkle with gam-

Are-

ing rooms and onsite amenites like

By Kelsi Maree Borland

fitmess centers and restnrnts, The
open floor plans and unique, come-
fortable environments encouraged
productivity and employee collabora-
tion while helping w anract wop-tier
talent, making the extra investment
in these types of spaces well worth il

In Los Angeles, the commercial
resal estate industry has watched the phe-
nomenon evolve over the past two decades,
picking up speed as technology companies
started o migrate into the market aned as
media and entertainment companies, for
which Los Angeles as alwavs been known,
startedd o usurp the spatial style, Now, cre-
ative office in Los Angeles is marking a new
milestone with Kilroy Realty’s Columbia
Square development project, a roughly
3400-million mixed-use complex in
Hollywood thay will once again redefine the
stanclards in creative office.

Columbia Square broke ground in
February of this vear, exhibiting Kilroy
Realty’s continued interest in bringing cre-

ative office 1o the Hollvwood submarket.
Prior to launching the Columbia Square
project, Kilroy bought and renovated the
Sunset Media Center at 62556 Sunser Blvd.
andl the CNN building into creative office-
tvpe spaces. Then, earlier this yvear, the
developer purchased the Academy site with
plans to renovate it inio a premier creative
office space as well.

“I have been working in Hollvwood for a

couple of decades, and it really
dawned on me two oveles ago that
there is something special abowt this
market, This location, with the enter-
canment and media mdustries, and
just the brand of Hollvwood through-
ot the world, wld me that this was a
ripe area for gentrification that is not
oo different from the Time Squares
of the world,” David Simon, EVE
Kilroy Realty, explains, adding tha
this was a unique market for a long
time because landlords have not
understood the needs of the market's
users for decades.

“You had wransitional landlords and
mom-and-pops, hut you didn’t have
fandlords that were well capitalized
and really undersiood the potental of
the market and what users here
needed,” he says, “That is what kind of
got me going on Hollvwood, and |1

really started two understand the market. Fast
torward several vears, and a lot of infrasurue-
ture has been put in, which is the founda-
tion for a great urban environment. This has
really been several decades in the making,”
Bur, Kilrow eicln’t just see that Hollvwoodd
needed a strong, wellcapitalized landlord,
The company saw that media companies
were looking for the benefits that creative
office has to offer in this specific market,
Kilroy purchased the Columbia Square site,
which was the historic CBS Broadcast
Facility, in October 2012 for 565 million.

Creative office in Los Angeles is marking a new milestons with Kinoy Realty’s Colhmbia Square development project, a S400-million mixed-use complex in Holhraood.
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The GBOMMEsquaredool mixed-use prop-
erty will feature 350,000 square fect of cre-

ative office space, 20,000 square feet of

retail and 200 long- and shor-term luxury
il.l'_lill'l et I'II:I'i 5.

"People want 1o be where they can live,
work and play, and if you look around LA.,
there are very few places that offerced that,”
saiys Simon., “LAL 18 30 fragmented, and o
really have that sort of experience, like a

San Francisco or New York City, Hollywood
felt like the right place o invest time,
energy and money.”

Hollywood, however, doesn't have the
major influx of technology companies and
start-ups, like the South Bay market of Los
Angeles, which has been tervently dubbed
Silicon Beach. Kilroy tested Hollywood™s
demand for a similar product type when it
bought and renovated the Sunset Media
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Center. “We created a similar environment
to SOMA in San Francisco, with great lob-
bies, indoor/outdoor engagement—a ver-
tical campus, and that would really tell us
what kingd of demand there would be for
new office, because there hadn’t been any
new product built in Hollvwood for vears,
with the exception of the Technicolor
building, which was a build-to-suit,” Simon
explains, “Sure enough, the demand came,
aned rents went up 30% w 40% in some
cases, That really validated our ideas abowt
the market. With the feedback and demaned
we have been seeing already for Columbia
Square, we think the Sunset and Vine cor-
riclor is really going 1o grab the users.”
Perhaps the reason the creative office
trend has grown so much is that its benefits,
like increased emplovee productivity, are
applicable to such a diverse group of office
users. "I think the carly adopiers of these
types of office development have been the

.o

Everyone
wants to be
part of the
city and it
permeates
inside the
building. That is why
every major city has been
revitalized. Creative space
speaks to that.”

technology companies, but some of the ben-
efits of this design have become more appars-
ent. You are seeing non-technology compa-
nies jump in as well,” says Rick Sharga, EVP
of Auction.com. "It allows companies to do
more with less space and to operate with
more efficiency. There s a benefit to a lot of
different types of companies 1o adopt an
open Moor plan because you get the oppor-
tunity for cross-pollination within the same
company and workplace.”

Simon agrees that creative office is no
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longer an office environment exclusive to
the more creative-type companies, which
he believes helps o augment the demand
ter these environments in the Hollywood
market, where Kilw::.' 15 di:n;:lnping, bt salsan
in other emerging markets throughout Los
Angeles, “[ think even waditional compa-
nies understand that you need to create a
great sense of place, especially with the
vounger talent that vou have,” he says. "You

want to retain alent; you want w interview
people on the rooliop of vour office build-
Ing; vou want to create a place for people 1o
be inspired and continue 1o create and live
arvel swork andd p];i'r.'. Content and technology
are all kind of intertwined. Technology
companies are leading the rend, but enter-
tainment and media companies are under-
standing that it is less about ego and more
alsont these open 1.-.'m'|-;.1;p;u::= CRVIFONImenis
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because that is how creative ideas are born,
and they are understanding that this is the
kind of space they want.”

CBRE iz a wonderful example of a tradi-
ttonal office user in a n‘l'n~ﬂ1'n'n'-1,g,.'in: space.
Late last year, CBRE implemented its
Workplace 360 model in its new Downtown
Los Angeles office. Although not described
as creative office by CBRE, Workplace 560 is
a |J-|'::|li.:.luiinn:ﬂ niwn-ﬂmn' p];tn CIWTrOTTe
thar incorporates high wehnology throughe-
out, including a paperless system, mobile
workstations and onsite amenities, like a fit-
ness room. Earlier this vear, 10 months afier
adopting Workplace 360, CBRE won a 2014
Drigie Award for Best Automation.

Lew Horme, CBRE's Los Angeles and
Orange County president, recently told
GlobeSucom, REaL EsTaTe Forus's sister
publication, “It’s wnquesiionable that the
office has been well received by our peo-
ple. We're more mobile and flexible in the
way we're working and thinking: even
alter 10 months there's a real enthusiasm
in our people, The space has exceeded all
expectations—it's become a alking point
for all of our occupier clients as well as
owneers and landlords. [1s been such o soce-
cess that we've adopted the concept and
many of the specifics at a global level,
Since the opening of the LA, office, we
have converted 15 offices, including three
others in Southern California: Ontario,
Carlshad and Downtown S5an Diego.
Globally there are 18 more offices under
construction.”

CBRE's unique adaptation of a ereative-
like office environment illustrates that cre-
ative office is not just a trend but a perma-
nent addition to the office sectorn, According
o Jim Jacobsen, founding partner of
Industry Partners, a brokerage firm that
specializes in creative affice, both new-
economy and traditional companics are
moving toward creative-type spaces not
only becanse of the benefits mentioned
earlier, but also because this wpe of space
creates community and culture, “Everyone
wants to be part of the city and it permeates
inside the building,” Jacobsen says, “That is
why every major city has been revitalized., |
think the creatve space speaks to that. To
be the CEOQ, you don't have to be in a three-
piece suit. You can be in jeans and a tshirt
and be the CEO. And, | think that defor-
nalization is part of that culral shili,”

However, this also begs the question: what
defines crestive office space? Clearly, there is
a pretty significant range in design acsthetic
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Between the more formal CBEE environ-
ments and the converted warchouse cre-
ative offices that helped launch the trend.
Opintons about creative office design
also vary between experts, For Jacobsen,
creative office is about infusing amenities
inte the space and creating a communiey
environment. “It has always been building
by building, and it has alwavs been about

good design,” he explains, “People wanted
tr bottle it up and say that it was concrete
Hoors and open ceilings, but [ don’t really
think that s what it's about. It was abowt
making the space the best it can be and
making people feel good in the space,
People want to be in great space. If vow are
going o be in tught densites, you need
some relicf, vou need a recreational room
or an outdoor space.”

Simon has a similar viewpmnt, explain-
ing, "We look at it as the omality of the
cnvironment, especially in these mixed-use

o A
LA
People want
to be where
they can
live, work
and play,
and in LA,
there are very few places
that offered that.”

DAVID SIMON
Kilrey Realty

spaces, 50 ves, it is open ceilings and con-
crete loors, bt vou need o have infra-
structure in the buildings. You need o
have the rght elevators, the night HYHC,
roofiop decks and an indoor/outdoor
experience. It is the whole environment. I
is the neighborhood of the project and the
community feel. Tt is all of these compo-
nents being pulled together that create a
ereal creative cnvironment.”

Jacobsen has been ransacting creative
office deals in the Los Angeles market since
the early "90s, and he recently opened his
third office to focus on creative office
demand in the San Fernando Valley.
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Auction.com s Sharga explains that

whitle creative office space i% a trend that we
have seen for a long tme, it's one that is
just starting to gain in popularity. In his
opinion, that is because a lot of companies
were alfraid thag this wype of office space—
in other words one lacking “the corner
office” to which so many aspire—would
actually detour potential emplovees and
talent. "Emplovers thought emplovees

woulld want a morve formal, structured envi-
ronment where they could close their
office door and have privacy,” says Sharga.
“1 think what we are finding is just the
apposite. Once people have an opportu-
nity to work in a creative environment,
mare people like it than don't like it.”
That was vue also for CBRE, which was
also afraid that some emplovees, especially
seasoned ones who have worked wath the
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company for years, would be uncomfort-
able with the change, However, it is finding

that employees really like the flexibility of

the environment.

According to Jacobsen, creative office
activity 15 only growing, especially in
expanding markets like Hollywood,
Downtown Los Angeles and El Segundo.
Santa Monica, which has long been a hub
for the creative office sector, showed
decreased vacancy rates, dropping 1o 4.8%
in 1 2014 from 5.5% in the fourth quarter
of 2013, while rents inched up from 34 per
sepuare foot o $4.02 per square foot, accord-
ing to an Industry Partners Q1 2014 repor.
West Los Angeles, including Culver Ciry,
and the South Bay submarkets have renis
hovering around 33 per square foot,
according o the same repor.

In Hollywood, Simon says that rents are
averaging 54 per square foot for creative
office environments, which is up from 52
per square foot in 20012 when Kilroy was
renovating the Sunset Media Center
“Companies like ours are looking for a
return on their investment,” Simon
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explains, “When we build new construe-
tion, our returns are based on comparable
rents. We are on the mid-7% returns on all
of these projects and that is based on where
rents are and where we think we will go.”

Although rents for these spaces are
increasing becavse of the added ameni-
ties, emplovers are fitting the same num-
ber of employees into the same sive space
because of the open-floor plan designs,
and the buildings themselves are more
efficient in terms of wilities. So while sav-
ings varies from company to company,
“users who are moving from an ineflicient
space into an cificient space will sull pay
less,” savs Simon.

Although more users are tinding the
benefits in creative office space, that isn't
o say that radinonal space will disappear
altogether. All of these experts agree that
there will alwavs be raditional nsers who
need the privacy and structure of tradi-
tional office buildings. Sharga even imag-
ines that as the creative office wend grows,
there will be a counter-cultural design
movement in the opposite direction.
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“There is always a contrarian movement in
the marketplace, so vou could end up with
a segment of the market that goes 1o the
opposite extreme, like big luxury offices
with hig, plush executive suites,” he
APPrOXIMaLes,

Kilroy has already signed and announced
the first tenant at Columbia Square: the
first West Coast location of the New York-
based NeueHouse, a private creative office
membership supplier. The creatve oflice
and retail portion of the Columbia Square
development will open in ke 2015, with
the residential suites following shortly after,
and Simon expects that the office buildings
will either be fully occupied or close wo fally
m'rqlpiq_-rl when the doors open, Although
this 15 clearly an office design that will con-
tinue o evolve and change the office indus-
try, we are certain that it is not simply a
trend. but a permanent addition o the
office sector, because, as Simon savs, “The
better vour environment, the more produc-
tive vou are going to be,” +
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