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Seven lease transactions have been executed at 601 S. Glenoaks in
Burbank as Lee & Associates LA North/Ventura looks to stabilize the office
building.

THE FUTURE OF
OFFICE SPACE

OUT WEST

Since the pandemic, companies have
tried a number of strategies to keep their
workforce engaged and productive, but the
question remains: What is the future of
office space, and what can we expect to

see over time?
By Scott Romick

he Western region is going
Tthrough a lot of changes

when it comes to the office
market. Downtown San Francis-
<o, in particular, was a large tech
hub with so much infrastructure
prior to the pandemic, but it's
currently become more of a ghost
town. Because hybrid and remote
work is common now, many of

the workers who are back to the
office have moved to local sub-
markets that offer faster com-
mutes, more efficiency, afford-

ability and other key factors.
Southern California, on the
other hand, is a growth market.
Suburban areas like the San Fer-
nando Valley’s Sherman Oaks
see OFFICE, page 45

September 2023 + Volume 21, Issue 1 '

Connecting Real Estate'in the West

CAPROCK CONTINUES
INDUSTRIAL DEVELOPMENT
IN SOUTHERN CALIFORNIA

The pace of development might have slowed for many,
but CapRock Partners is full speed ahead on a few

major industrial deliveries.
By Nellic Day

Palomino Ranch will eventually include three phases and 2 million square feet of industrial
product in Norco.

dent of Newport Beach, Calif.-based
CapRock Partners, is in delivery
mode, The firm recently debuted Palo-
mino Ranch Business Park and Saddle
Ranch South, two new LEED Silver-cer-
tified industrial building complexes in
Norco, Calif. Palomino Ranch is a three-
phased, 2-million-square-foot industrial
development, while Saddle Ranch South
is a 374,000-square-foot three-building
industrial park. Next up is Central Point
111, a component of CapRock’s 5-million-
square-foot, master-planned  Central
Point industrial development in Visalia.
WREB recently sat down with Pharris
to discuss these new projects, the types of
tenants/ users CapRock is now targeting
and why location is more important than
ever.

Jon Pharris, co-founder and presi-

WREB: Why was Norco the right choice
for both the Saddle Ranch South and
Palomino Ranch developments?

Pharris: Norco is an important location
for logistics and distribution due to its po-
sition near the convergence of Riverside,
San Bernardino and Orange counties, in
addition to its seamless transportation
connectivity, robust infrastructure, prox-
imity to major ports and airports, favor-
able business environment and skilled
workforce. These factors collectively
contribute to the city’'s efficiency, cost-
effectiveness, and competitiveness for
facility operations, attracting businesses
seeking to optimize their supply chains
and expand their market reach.

see INDUSTRIAL, page 46
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— which has become more active
than the West Valley — continues to
expand its population. This helps the
office market as well as existing and
new retailers. Even pockets like Enci-
no, Studio City and Burbank have
become more populous, attracting a
young workforce given their proxim-
ity to local restaurants, coffee shops
and parks.

Unfortunately, Downtown Los An-
geles is still struggling to recover as a
central business district, Century City
is rebounding slowly and Santa Mon-
ica is shifting in its downtown area,
given the nature of office structures
and their footprints.

Hybrid & Regionalized
Real Estate

The hybrid work environment is
here to stay, according to a study by
Gartner. Fully remote and hybrid
workers are expected to account for
71 percent of the U.S. workforce in
2023, The thriving office of the future
is one where with a hybrid model
for employees, who now balk at
long commutes. This gives regional-
ized real estate a key role in the areas
where employees want to work and
may benefit some suburban markets
that have access to local amenities like
walkable restaurants, on-site ameni-
ties and ease of access to homes.

Here in Southern California, it's no
surprise that companies are leasing
smaller footprints, but their offices are
also in centralized locations that often
boast many amenities.

In fact, we recently closed a series of
office leases in the downtown Burbank
office submarket, attracting a diverse
tenant mix and increasing occupancy
from 64 percent to 85 percent in one
building alone. What was the draw?
The building — 601 South Glenoaks
Blvd. — is a property with a local
community-based tenancy from a

particularly strong and growing area
given its access to retail, freeways and
public transportation. It is also one
of Los Angeles’ historically strong
submarkets.

Here, the tenant mix includes a
range of businesses from an adult day
care facility to a mental wellness cen-
ter for teens, a prominent entertain-
ment company and a financial servic-
es company. These are all local-based
or local-served businesses. In addition
to being about who the tenant is, this
office market is also about the desir-
ability of the submarket. As a result,
there is an increasing demand for the
suburban /low-rise asset class — and
location reigns supreme,

If You Build It ...
They will Come

The future of office space is also in
the hands of landlords as they need
to make it desirable for businesses
to come to their buildings by help-
ing the tenants imagine how it could
be. A building with dated space and
common areas will have a harder time
than the landlord who is proactive
with building renovations and spec
suites. If there is too much ambigu-
ity when it comes to what needs to be
done in the space — or how it might
look once it's fully built out — a pro-
spective client might decide to pass.

In this market, more and more ten-
ants want a space that's already com-
plete, even if it's a spec suite. A po-
tential tenant often doesn’t have any
additional energy to invest in devel-
oping space. They’'d prefer to simply
add finishing touches and move in.
But remember, in today’s market, the
quality of the space is everything, par-
ticularly as employees resist the com-
mute.

Today's office tenant needs to focus
on promoting what makes their space
the best. This could be the location,
access to local amenities or even on-

The offices at 601 S. Glenoaks has received more than $500,000 in building
upgrades and improvements as its owner, Jamison Property Services, seeks to

stabilize the asset.

site EV charging stations. Showcasing
these attributes can prove to employ-
ees that this is, in fact, the best place to
be. If there are 10 other buildings in
the area priced similarly and that all

The office building boasts convenient access to retail, freeways and public transportation. The common areas and lobby have also
undergone a renovation as occupancy has increased to 85 percent.

look the same, there has to be enough
of a draw to make your property stand
out over something else. The landlord
who is ready, willing and able often
wins the deal.

The Future

The office market will rebound and
continue to evolve in its own way in
the next six to 12 months. For those
submarkets and buildings that can
accommodate the modern worker’s
needs, there will be leasing activity.
Companies will be able to keep their
employees engaged through smart
planning, allowing them to work flex-
ibly and providing the type of envi-
ronment that will keep them coming
to the office. Winners in the office
market will remember that their office
location, footprint, on-site and local
amenities — and, of course, listening
to their employees — will keep them
thriving.

Scott Romick, Managing Director and
Principal, Lee & Associates — LA North/
Ventura
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