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Health care reform may further boost med1ca1 space growth

BY YubisLAY FERMANDEZ

The Obama administration’s
health care reform is expected
to boost further growth of the
medical office sector — already
Dutpcrformingtraditinna] office
space.

The demand for more medi
cal outpatient centers, office
buildings and clinics, and diag-
nostic centers is projected to
grow with more uninsured
Americans getling access to
medical services once health

care measures are in place, com-

mercial real estate profession-
als sav.

Alex Zylberglait, vice presi-
dent of investments at commer-
cial realty firm Marcus &
Millichap, said his industry ex-
pects more use of medical ser-
vices, more office visits and
more pharmaceutical products
“to the degree the access is
made available and costs come
down.”

Mr. ‘Zylberglait says he al-
ready sees a trend in the use of
outpatient facilities, where pa-
tients receive faster service and
tend to' spend less money on
care because they don't have to
stay at a hospital for days.

Kenneth Weston, president
and CEQ of Kenneth Weston &
Associates, a commercial realty
firm specializing in medical of-
fice properties, agrees more
procedures préviously done on
hospital campuses are now per-
formed off campus such as in
urgent care centers and ambu-
latory surgical facilities.

“That’s going to have tre-
mendous impact on medical of-
fice space,” he said. “New fa-
cilities will oper to house these
types of uses.”

Greater affordability for medi-
cal care is alzo on the horizon.

With a higher demand for
medical services from people
previously uninsured and aging
baby boomers, Mr. Zylberglait
says some reports forecast the
cost of medical care coming
down.*
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cal complex close to Baptist
Health -South Florida’s new
‘Homestead Hospital, which sits
about a mile from the project.

Mr. Bosch saidin light of the
tanking real estate market and

large supply of residential in-

ventory, his company felt it
was the most vlable use of the
land.

One parcel is designated to
build a sit-down restaurant of
about 5,000 square feet.

The two other parcels are re-
served to build two three-story
buildings each totaling 40,000
square feet of medical offices
for lease.

Blok has received letters of

intent from potential tenants
and is now working to iron
out leases, Developers hope
to begin construction later this
year to deliver the first medi-
cal. office bulldmg by early
2011,

Tibor Hollo, who is building
a 35-story hotel in Miami's
Omni neighborhood, opted to
reserve 45,000 square feet to
build medical offices because
he sees the growing demand.

The space is slated for medi-*

fice: space. - _
The.Obama administration is

“setting aside in its budget about

$630 billion over the next 10
years for financing reforms to
the health care system, the re-
port says..

d into the

iburb to be closer to patients.

Mr. Weston, whose company
does tenant represenitation, says
physicians are looking to ex-
pand into suburban areas such
as Doral, West Kendall, Pem-
broke Pines and Miramar to be
close to patients.

Medical office space in Mi-
ami-Dade is renting, full ser-
vice, at $30-plus a foot for class
A office space and $22 to 825
for class B, he said. Medical
office condo prices are ranging
from $200 to 3500 per square
foot.

“We still have lenders will-
ing to provide for 90% to 100%
financing to physicians,” he
said, adding that medical of-
fice is currently obtaining bet-
ter financing than office
projects,

The American Recovery and
Reinvestment Actincludes mea-
sures to allow unemployed per-
sons to get a tax credit to con-
tinue their health insurance and
the reauthorization of the
Children’s Health Insurance
Program for the next 4% years,
the report states.

The federal investment in-
tludes an allocation for preven-
tion and wellness care as well,
Mr. Weston said.

“That’s gmng to press stmn-
ger focus on primary care phy- .
sicians that will generate in-
creased demand for medical ser-
vices and offices.” '

*Although land in South
Florida is scarce, he says ac-
celerated demand for medical
offices offers developers the
opportunity to build more class
A space. The majority of the
medical office sector is now
comprised of older class B and
C, he said.

“I think there is an opportu-
nity for developers, under the
right circumstances, to build a
larger product,” he said.

Locations near major medi-
cal institutions such as the Uni-
versity of Miami Hospital, Jack-
son Health System and Baptist
Health South Florida are opti-
mal options to “take an advan-
tage of the economy of scale
but yet to be off campus,” he
said.

Some local developers are al-
ready seeing the potential in
building office space.

Ashley Bosch, managing di-
rector of Miami-based Blok Ur-
ban Development, is planning to
build a five-acre medical com-
plex called Grove Professional
Center at 30401 SW 137th Ave
in Homestead.

‘Blok bought the parcel in late
2004 with plans to build a medi-

*al offices with the concept that

patients visiting for cosmetic
surgery and other treatments
can then stay and recover at the
hotel, which is to feature two
restaurants and a full-service
spa, said Jerome Hollo, vice
president of Florida East Coast
Realty.

Financing is in place to begin
construction soon, the firm-
says, with construction expected
to take about 22 months.

Many physicians are waiting
to see the outcome of health
care reform, said Mr, Weston,
of Weston & Associates.

With 46 million Americans
uninsured, individuals in lower-
income brackets are spending
15% or more of their pre-tax
income on health care, a Marcus
& Millichap Outlook Report
shows

* The federal health care re-
form includes proposals- such:
as a new public insurance plan
that would allow individuals and
small businesses to buy afford-
able health care coverage, the
report shows, which would in-
crease visits to primary and spe-
cialty care physicians, height-
ening demand for medical of-






