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Historically low interest rates and an
eagerness to diversify their investment
portfolios have persuaded many own-
ers of small industrial companies in the
Kansas City area to own, rather than
lease, their facilities.

“We've seen that trend rising dramati-
cally since about 2001,” said Nathan An-
derson, principal/director
of brokerage for Harbin-
ger Property Group LLC.

Anderson said low inter-
est rates were a large fac-
tor in the trend. In addi-
tion, some owners of small
industrial companies, like
other investors, suffered
during the recent stock
market downturn.

“Some owners in the 45 to 50 age
range are looking ahead to retirement,
and they're trying to recover some of
their stock market losses,” he said.

Chris Herre, president of the Rose

Anderson

Cos. Inc., a Kansas City-based construc-

tion company, agreed that small indus-
trial companies are increasingly likely
to want to own their space.

“Very much so,” he said. “If you can
buy a building and the mortgage isn’t
much different than your lease payment
was, why not capitalize on rising prop-
erty values? You might spend $1 million
for the land and building, but down the
road it'll be worth $1.5 (million) or $2
million. That’s a great return on your in-
vestment.”

Herre said property tax abatements
and other incentives offered by some cit-
ies to business park developers also are
helping to fuel the trend. Two of Rose
Cos.’s projects, the Kansas City Road
Business Park and the Parkside Busi-
ness Center, both in Olathe, have been
granted tax incentives, and Herre is
erecting buildings primarily on a build-
to-suit basis.

“Some of these people couldn’t afford
to build on their own, so they’re buy-
ing into business parks where there are
some tax incentives available,” he said.

He said most of his clients have five to
40 employees and need 5,000 to 30,000
square feet of space.

Anderson said the idea of owning
property is particularly attractive to
small industrial companies with about
$1 million to $10 million in annual
gross sales.

“Above that, companies, especially
publicly traded companies, don’t really
like having real estate in their portfoli-
o0s,” he said.

Companies that have large, fixed
equipment also are more likely to want
to buy their business properties, Ander-
son said.

“Some companies, like a printing com-
pany, might have to spend $300,000 to
bring someone in from outside to in-
stall a press, so they might be more in-
clined to own because they don’t want
to be forced to move,” Anderson said.
“If a company is just distributing wid-
gets, they're more light on their feet, and
moving is less of a problem.”

Anderson said industrial condomini-
ums — a hot trend in some markets —
have not caught on yet in Kansas City.
He's not sure they will.
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Industrial companies join
property ownership trend

business owners buy buildings and pay
money to an association that handles
maintenance.

“There are a couple of those kinds of
projects that have popped up in the last
few years, in Independence and in Riv-
erside, but I think the association idea is
new to a lot of Kansas City companies,”
he said. “And land prices aren’t as high
in Kansas City as they are in markets
where these kind of projects are more
common.”

Jason Cupp, chief executive officer for
Highland Outdoor, an Olathe landscap-
ing company, went through the process
of deciding whether to lease or own be-
ginning in the fall of 2004.

“We had an ownership change at the
company, and we had to be out of the
facility we were in in Kansas City, Kan-
sas,” he said. “We would have loved to
have the time to own our own facility,
but we only had four or five months.”

Cupp got together with Anderson,
who located a
building for lease
in Olathe.

“Nate  (Ander-
son) was smart
enough to put lan-
guage in that would
have allowed us to
buy the building
prior to the expi-
ration of the lease
if we wanted to,”
Cupp said. “We ne-
gotiated a purchase
price in advance.”
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Cupp said he thinks his experience

provides a lesson to other business own- °

ers going through the own-versus-buy
decision.

“I'm more of a property owner type of
guy; I own some residential units, and 1
understand how attractive it is to have
a revenue stream coming from an in-
vestment that’s going up in value,” Cupp
said. “But any business owner needs to
have his fingers not only on the pulse of
where a business is, but where it might
be going before they make an invest-
ment that might turn out to be errone-
ous.”

Cupp said he has begun meeting with
Anderson once again to discuss the pos-
sibility of having a facility built to house
Highland Outdoor.

“Nate and I have started talking again
about building or purchasing a facili-
ty and the kind of facility we might be
looking at,” he said. “I just stress the im-
portance of doing your research.”

Phil LaCerte | LaCerte is a freelance writer in the
Kansas City area.

5901 College

Overland Park * Kansas

Conveniently located on
College Boulevard west of”
Nall, this building provides

an optimal location for your
business. This versatile building
can accommodate a large or
small scale user and is near a
wide range of support services.
Other features include 9
ceilings, ample parking, DDC
Energy Management and an
Energy Star rating. Contact
Brent Roberts or Bob Fagan to
schedule your tour today!
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