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Douglas Development works to
rejuvenate Centre City Tower

Oct 25, 2022, 12:32pm EDT Updated: Oct 25, 2022, 4:10pm EDT

Matthew Jemal understands the
conventional wisdom of the moment
right now regarding downtown office
buildings, here or elsewhere.

But when it comes to his family's
Washington, D.C.-based Douglas
Development Corp.'s distressed asset
buy of Centre City Tower at 650
Smithfield Street St. in downtown
Pittsburgh, there's not much reason to
pursue anything but a straightforward
renovation plan to keep the office
building an office building.

"We'll execute well," said Jemal in a
recent interview. "We'll deliver a very
nice product. And we should be really
successful in leasing up this
building."

TIM SCHOOLEY
In a downtown Pittsburgh still waiting  centre Gity Tower on Smithfield

for companies to bring more of their Street.
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employees back to their offices in the
still continuing aftermath of the Covid-19 pandemic, the idea of
keeping an office building for its status quo use can feel a little
contrarian these days, even outdated.

After all, the administration of Mayor Ed Gainey, in conjunction with
the Pittsburgh Downtown Partnership, has established a downtown
conversion fund, a strategy to help downtown landlords convert
their aging office buildings to residential.

It's a strategy some major landlords are already pursuing.

Hertz Investment Group is seeking to convert Three Gateway
Center into apartments.

Rugby Realty Co. is considering a mixed-use conversion of the Gulf
Tower. And Lubert Adler Real Estate Investments is following up on
its successful completion of the Kaufmann's redevelopment by
converting the Pittsburgher across Forbes Avenue from office to
residential.

Yet Douglas is investing in a host of new upgrades in the building -
Jemal didn't provide a specific dollar value for the renovations but
said it was in the range of a couple million dollars - to better make
Centre City Tower a desirable office address again.

Working with the architecture firm Stantec on the design for the
various building improvements, Douglas and company started
construction on the renovations recently.

That includes a renovated lobby, expected to be completed in the
next 40 days and new elevators, featuring the latest "destination
dispatch" technology, roughly projected to be completed early
next year, as well as updated rest rooms.

A new fitness center expected to be a tenant amenity is under
discussion and a new conference center is also in the works. The
development team is also building out new "spec suites" into the
office space, floors with a packaged collection of amenities that
companies can lease and occupy quickly without much of a
construction period.

"This is a building that just needs some TLC," Jemal said.
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Michael Connor, a senior director of office services for Hanna
Langholz Wilson Ellis, who is representing Centre City Tower for
lease on behalf of Douglas, acknowledged the competitive
challenges of the downtown office market right now.

It's a pandemic-drive business environment in which Connor is
expecting companies currently in the market for a potential office
move are expecting to be needing less space than they currently
have.

"I'd say 80% of the tenants are looking to take 60% or less space
than they have now," he said.

He believes the right landlord, of which he includes Douglas,
noting the firm's holdings in Washington, Buffalo and elsewhere,
will prove to be an important competitive advantage.

"Where | think we're going to win is by being the right partner for
tenants," he said. "lI'd say right now, a management-focused
landlord is what'’s really going to win in an environment in which
more employers are more cognizant than they’ve been maybe ever
on the employee experience."

He added, "That’s where Douglas is really strong."

Douglas and Connor have plenty of leasing to do in a 26-story
building that totals around 350,000 square feet that is less that
half occupied right now.

Jemal acknowledged the residential conversion trend - Douglas is
currently working to built 642 Fort Duguesne Boulevard into
apartments - but added Centre City Tower is too leased to turn
away from office.

He expects the trend will help Centre City Tower.

"If B Class buildings are being converted to residential, then that
bodes well for us because there’s just that much less supply of B
product in the market," he said.

Jemal expects Centre City Tower's 13,000-square-foot floors and
window lines that feature extensive views of the city will prove to
be appealing.
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How long it will take to lease the building up remains a tricky thing
to predict.

"My crystal ball is broken right now," he said.

Tim Schooley
Reporter
Pittsburgh Business Times
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