Swiss Bank Corporation, one of the worlds
leading International financial institutions,
has purchased 222 Broadway, where it will
consohdate its Morth American Headguar-
lers, Mew York Branch operalions, & regional
training center and Ithe headquartars of
SBCI, its investment banking arm. It wall iri-
lially occupy 400,000 square leel of office
space and lease the remaining office
and retail space 1o outside tenants.

Kenneth D. Laub, President of Kennath D.
Laub & Company, Inc., served as broker in
the complex transaction.

Swiss Bank previously occupied 200,000
square feet at Four World Trade Center;
55,000 square feel at One World Trade Cen-
ler, and 77.000 square feet at 2 Rector
Streel. Its search lor new gquarters began in
1987, following a breakdown of negolialions
with the Port Authority regarding a long-tarm
golution 1o the neaded $45 milion upgrad-
ing of the technological infrastructure at s
facilities in the Warld Trade Center, With a
1999 lease expiration, no mom for projected
oxpansion and nadequate condenser water,
power, heal and steam, the Bank began lo
look for a new cenler ol operations

Two years earlier, Western Electric had
vacated and sold its headquarters budding
al 222 Broadway. The property remaingd
vacant until early 1987, when a lease was
executed for 200,000 square feat with the
financial services frm of L.F Rothschild. A
few months later, Kenneth D. Laub & Com-
pany was appoinled exclusive leasing
agent; shortly thereatter a lease for 240,000
square feet of additional space was exe-
cuted with LF Rothschild, thus enabling the
buiding 1o be committed lor 440,000 of its
total 723,000 square feet.

The Rolhschild firm began an ambitious
program ol improvements, budgeted at $26
million which was o be reimbursed by the
owners upon complelion. By October 1987,
85% of the work had been done, including
the construction of new trading floors and
the addition of substantial capacity for emer-
gency generaling power, air conditioning
and condenser waler

When the stock market crashed on Oclober
19, the Rothschild firm was severgly dam-
aged. Almos! mmmediately, B00 of its 2,000
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jobs weme elminated. Construction of the
space was halled, adversely aflecting
its expecled rembursement. Bankruplcy
loomed, and the future of both the company
and the property was seriously threatened,

Meanwhile, Swiss Bank was searching for
new space, based on unigue guidelines
and specilications. Although it required
state-of-the-art lechnology, it could neither
wall for new construction nor pay more
than 10% abowve ils existing occupancy
costs (521 per sguare foot) al the World
Trade Center. Relocation lo the suburbs
was considerad, but the Bank prelarred to
remain in Lower Manhattan. Laub studies
indicated, however, that leasing facilities
in a suitable bullding in Manhatlan was
not possible within the Bank's financial
and geographic paramelers.

As its exclusive broker, the Laub Organiza-
tion then presented an innovative solution to
the Banks problem Purchase 222 Broad-
way; renegoliate the Rothschild lease;
inhent the infrastructure the investment firm
had buill; and consalidate operations within
the building. The Bank was allracted by the
possibility of remaining in Lower Manhattan,
inheriting virtually a turnkey installation and
utilizing an ownership position lo keep
occupancy cosls under control.

According to Mr Laub, "We were uniquely
positioned 1o see the benefits of such a
transaction. As leasing agent for 222 Broad-
way, we wene well-versed in the buildings
characteristics, and were aware of the
Rothschild leases details and of the circum-
stances surrounding it Having representad
Swiss Bank in leasing its currenl space
years ago, and having sorved as its consul-
tanis on several projects since then, we had
a defailed understanding of its operational
and financial needs” Under his guidance,
negolialions commenced.

Critical lo reaching agreement an a pur-
chase was the renegotiation of the
Rothschild lease, which landiord and lenam
had been unable to accomplish. This rene-
gotiation was further complicated both by
the Rothschild ferm's deteriorating financial
position and its pending acquisition by
Franklin Financial Services of Kansas Cily.
(The merger would also be influenced by
the oulcome ol the lease renegotiation.)

Eventually, representatives of Franklin
enlered the lease amendment negoliations
in Rothschilds place. Thus, the principal
parties at the bargaining table became
Swiss Bank, which did not own the building,
and Franklin Financial Services, which itsell
was not leasing the space.

The Bank purchasad the building at approx-
imately $210 per square foot, two-thirds of
the current markel pnce lor comparable
properties. In addition, Rothschild reduced
its space commiiment to 200,000 square
feet and assented to subordinating control
ovar its newly installed infrastructure
o Swiss Bank, which will cccupy the
remaining unoccuped. newly construcled
Rothschild space: the Bank will grant
Rothschidd $9.4 million in rent Concessions,
partially reimbursing the firm for its invest-
ment in the properly and substantially
reducing i1s short-term overhead.

Amaong the facilities Swiss Bank will occupy
are 350,000 square feet of unusually light
and airy office space; three state-ol-the-ar
rading floors; a sophisticatea electronic
data processing operation; instilutionally
configurad elevalor service with each of the
35 cars servicing all floors; full-scale dining
facilities; and an innovative training center
with a 100-seal auditorum. The Bank will
accomplish its relocation without requining
any substantial changes in the work or
Iransportation pattemns of its staff. It will have
full control over building operations and,
perhaps most impaortant, has reduced ils
long-term nel annual ccocupancy cosks 1o
well under $20 per square footl.

This was a transaction which benafitted all
the partics involved. Both 222 Associates
and the Rothschild firm cut their aciual and
polential losses, Swiss Bank ganed owner-
ship ol a major Lower Manhattan instifu-
tional property with a tumkeay insialiation and
all the lechnological infrastruciure il needs.
plus the electrical capacity for its immediate
needs and controlled long-term space
expansion. Swiss Bank, through the pur-
chase, will also have the polental for fulure
appreciation.

In addition, several thousand jobs have
been kepl in the City, and 222 Broadway
has been restored fo an insfitutional quality
property.



