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Mike Karbach
Manager Real Estate Programs / Office of the State Architect
1525 Sherman Street, Suite 112
Denver, CO 80203
Phone: (303) 866-4564
Email: mike.karbach@state.co.us

Introductions

Brandon Ates
Real Estate Specialist / Office of the State Architect
1525 Sherman Street, Suite 112
Denver, CO 80203
Phone: (303) 866-4564
Email: brandon.ates@state.co.us
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Real Estate Programs establishes policies and procedures and provides oversight for state leases and 
other real estate contracts for executive branch agencies and institutions of higher education. This process 
includes statutory approval of all leases; coordination with the state's contracted real estate brokers; 
maintaining the inventory of state-owned and leased property; annually reporting acquisitions, dispositions 
and lease summaries to the Capital Development Committee of the General Assembly; and development 
and administration of office space standards for leased space and strategic real property strategies.

While the state's leasing program is the largest single responsibility of Real Estate Programs, other areas
of real estate activities are also included such as purchase of real estate for the state, sale or lease of
state-owned real estate, and negotiation and execution of licenses, rights-of-way and easements, either
on non-state land for the use of the state, or on state land for the use of private parties.

Additionally, Colorado statutes require that all acquisitions and dispositions of real estate by all agencies 
and institutions of higher education, except the State Land Board and CDOT rights-of-way, must be 
reported to Real Estate Programs.  Real Estate Programs then uses this information to fulfill its statutory 
responsibility of maintaining a current inventory of all state owned real estate.

Responsibilities
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• If you are unclear in the process or "next step”

• If you can’t find the information that you are looking for on the OSA Website www.colorado.gov/osa

• If you have questions concerning Property Tax or Common Area Expense (Additional Rent)

• If you have any other questions

When to Contact Real Estate Programs
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• Agency

• Procurement / Contracts Unit (Most Important - You!)

• Executive Directors Office / University President or Dean

• Controller’s Office Delegated or Non-delegated

• Vendor we are contracting with (typically the Landlord / Landlord’s Broker)

• Real Estate Programs (Mike Karbach or Brandon Ates)

• Possibly the State’s Broker (Depends on the location)

• Possibly Risk Management – If general template is unmodified then approval by Risk Management
is not necessary

• Possibly Attorney General’s Office

Parties to a Real Estate Transaction
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Patrick Bolick
Senior Vice President / JLL
1225 17th Street, Suite 1900
Denver, CO 80202
Phone: (303) 390-5222
Email: patrick.bolick@am.jll.com

Introductions

Eric Carlbom
Senior Vice President / JLL
1225 17th Street, Suite 1900
Denver, CO 80202
Phone: (303) 390-5236
Email: eric.carlbom@am.jll.com

Kurt Liss 
Vice President / JLL
1225 17th Street, Suite 1900
Denver, CO 80202
Phone: (303) 390-5255
Email: kurt.liss@am.jll.com

Cynthia Daleigh
Account Manager / JLL
1225 17th Street, Suite 1900
Denver, CO 80202
Phone: (303) 390-5232
Email: cynthia.daleigh@am.jll.com
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Mary Frances Cowan
Senior Broker / Quantum Commercial Group
101 N Cascade Avenue, Suite 200
Colorado Springs, CO 80903
Phone: (719) 228-3606
Email: mcowan@quantumcommercial.com

Introductions

Russell Stroud
CCIM / Quantum Commercial Group
101 N Cascade Avenue, Suite 200
Colorado Springs, CO 80903
Phone: (719) 228-3619
Email: rstroud@quantumcommercial.com
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With limited exceptions, all state agencies and institutions MUST utilize contracted real estate brokerage 
services when leasing or purchasing property in any of the nine counties covered by the contracts (Contract 
Brokers). In turn, when requested by a state agency, Contract Brokers MUST provide the service. 
Regardless of the contractual obligation to utilize the Contract Brokers' services, Real Estate Programs has 
found that assistance from professional real estate brokers provides significant advantages to state 
agencies and institutions. In a leasing situation, the Contract Brokers' assistance up-front can save the 
agency time, money and frustration by assisting with needs assessment and space programming. In 
addition, the Contract Brokers' knowledge of the real estate market can help agencies find locations that 
meet their needs while assuring that state dollars are spent wisely. The Contract Brokers, in collaboration 
with the tenant agency, will conduct the negotiations with the landlord and/or its agent. In addition, the 
Contract Brokers will draft the lease and contract documents. There is no cost to state agencies and 
institutions for the Contract Brokers' services, but rather, as is the customary practice in the real estate 
industry, the Contract Brokers are paid a commission by the lessor/seller of the property where an interest 
in real estate is being acquired.

Real Estate Programs, through its authority under §24-30-1303, C.R.S. and §24-80-102, C.R.S., has 
contracted with real estate brokers in the seven county Denver metro area and in El Paso and Pueblo 
Counties to be the state's sole source agents for acquiring real estate interests

Responsibilities
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Since 1989 the State of Colorado Department of Personnel & Administration has entered into exclusive contracts with real 
estate brokers to assist state agencies and higher education institutions in negotiating real estate leases.  Colorado has 
been a leader in this area – many other states are just now following suit.  Since its inception, tenant broker representation 
has reduced the workload of not only the Office of the State Architect and Real Estate Programs, but also the agencies 
involved, allowing them to concentrate on their operations rather than on real estate needs.  The result has been improved 
service to the agencies’ clients, cost savings, and improved fit between agency needs and real estate occupancies.

Nonetheless, The Office of the State Architect and Real Estate Programs is often asked why we use tenant brokers.  Here 
are some of the reasons why.

Hiring an exclusive broker can assist a tenant by:

How Having the Brokers Benefits the State

1. Determining immediate and future space requirements 
through an in-depth knowledge of the tenant’s program;

2. Providing an accurate and complete picture of the 
market opportunities 

3. Helping tenants objectively evaluate all the options
by preparing useful reports and analyses;

4. Establishing a fiduciary relationship, which allows
the broker to act as an extension of the tenant;

5. Exercising market leverage as a result of broker’s 
expertise, and creating a competitive environment
of alternatives;

6. Enhancing or preserving future landlord-tenant 
relationships with the broker conducting negotiations
as an intermediary, thereby diminishing any direct 
confrontation between principals; 

7. Creating a single point of contact;

8. Saving time;

9. Assisting in the whole transaction process; and, most 
importantly

10. Achieving the best price for the State of Colorado.
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Currently the State has the benefit of being able to use the State Real

Estate Services Vendor (“Broker”) for the Front Range from Boulder

down to Pueblo. 58% of all leased property is located in this area. 

In order to make sure that the State is benefiting from local

knowledge on these markets there are two vendors providing this

expertise – JLL  and Quantum Commercial Group.

• Services the entire Denver Metro Area (Adams, Arapahoe, Boulder, Broomfield, Denver, Jefferson

& Douglas Counties) (highlighted in green)

• They have a worldwide presence of 58,000 people across 230 corporate offices in more than 80 countries. More 

importantly they have 60 brokers in their Denver Office giving the State a great deal of knowledge during the negotiation 

and execution of Real Estate Transactions.

• Services Colorado Springs and Pueblo (El Paso and Pueblo Counties) (highlighted in pink)

• A company that specializes in Southern Colorado specifically Colorado Springs and Pueblo, they give the State 

outstanding knowledge and expertise while having a great insight that only comes from local experience.

What Area of Colorado the Brokerage Teams Cover
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For leases outside of the Brokerage Area there are many options open to the agency involved

• Real Estate Programs can assist them in trying to find a local Broker to help in the search

for suitable space.

• One of the current brokerage teams can see if they can assist in the transaction

(typically very close to the current brokerage area)

• The agency can look for space themselves with the assistance of Real Estate Programs

• By having a conversation with Real Estate Programs it is typically very easy to figure out

which approach would be the best for the agency involved.

What Area of Colorado the Brokerage Teams Cover
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The Real Estate Programs Website has a ton of great information on it including:

• All currently approved real estate forms such as:

Real Estate Programs Website

All Currently Approved Real Estate Forms such as:
• Lease Agreements – Gross; Base

Year; NNN
• Lease Amendments
• Interagency Leases
• State Property Lease (State

Agency Owns the Property)
• Parking License Agreement
• Easement Agreements

• State as Grantor
• State as Grantee

• Space Request Form
• Broker Performance Evaluation

Chapter by Chapter Policy and Procedures Manual

Detailed Tax Exemption Information such as:
• List of Assessors
• Copy of the Actual Colorado

Revised Statute 39-3-124
• PowerPoint Presentation on how

the process works
• Calculation Tool in Excel
• Example Letter to the Landlord

Description and Contact Information for the 
“Contracted Broker Services”

Detailed Information Regarding “Space Standards”
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Gross Lease

Tenant pays only what is listed in the Rent Table and Landlord is responsible for payment of all expenses 
for the property.

Base Year

Landlord will pay for all expenses listed in the Base Year but if the expenses increase the Tenant will be 
liable for any increases during the reminder of the term.

NNN Lease

Tenant pays not only what is listed in the Rent Table but also all operating expenses associated with the 
space leased. 

Overview of the Lease Templates
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• Gross Templates should be used the most frequently as they are the easiest for budgeting future 
expenses.

• Base Year Templates are the most commonly used in metropolitan office areas. The majority of Denver 
Leases Downtown would be on this template.

• NNN Lease Templates are used historically for retail or industrial applications

When to Use Each Lease Form
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Use a New Lease Form if any of the following issues have occurred;

• Substantial changes to the Lease Form since the last revision (the revision date is on the footer of
all lease documents)

• A major modification is being made to the lease (more than changing one of the parties or extending
the term)

• An Amendment Form should only be used when a simple modification to the original lease document
is being made.

• If there are already two amendments to the Lease, contact Real Estate Programs for approval before 
preparing third amendment.

• If you are still unsure please contact Real Estate Programs or the Contracted Broker.

When to Use a Lease Form and When to Use an Amendment
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Operating Expenses
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Triple-net (NNN)

• Office Lease – Landlord typically sets annual budget and bills tenant for all operating expenses monthly, 
then reconciles at year’s end

• Industrial Lease

Lease Types

• Landlord bills Tenant for Common Area 
Maintenance (CAM’s) which include:

• Property Taxes

• Building Insurance

• Building maintenance (roof, structure,
utility service to building)

• Snow Removal, common trash

• Common areas (exterior lighting, parking, etc.)

• Property management costs

• Tenant may pay their utilities directly

• Gas & electric, water, sewer and 
communications
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Modified Gross (MG or Net)

• Typically industrial or “flex” buildings, sometimes office where tenant pays own electricity
sometimes on a separate meter

Base Year – Gross Lease (FSG)

• “Full service,” includes all operating expenses and utilities

• Base year determines Opex budget for static year set in the lease

• When operating expenses increase over time, tenant pays difference monthly

• Annual reconciliation and adjustment.  Payment by tenant or possible credit

“True” Gross Lease

• Includes all operating expenses and utilities in a single, monthly bill. Rent amount is set at beginning of 
lease for each year and it remains unchanged.

Lease Types
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• STANDARD – [NNN LEASE] 

• STANDARD – [BASE YEAR LEASE]

• STANDARD – [GROSS LEASE]

State Lease Template & Operating Expense Provisions
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Opex Cap

• “…each year’s operating expense actual shall not increase by more than 7% on a non-cumulative basis” 

Tenant’s Proportionate Share

• “…the numerator of which is the total number of rentable square feet of the Premises (i.e., 10,000 
rentable square feet)”

• “…the denominator of which is the Rentable Area of the Building (i.e., 100,000 rentable square feet)”

• 10,000 RSF / 100,000 RSF = .1 or 10%

Lease Year

• “…means each twelve (12) month period beginning with the date the Lease term commenced, or
any anniversary thereof, and ending on the same date one (1) year later.”

Article 26 – Additional Rent
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Operating Expenses

• "…means all operating expenses of any kind or nature, which are necessary, ordinary, or customarily incurred 
in connection with the operation and maintenance of the Building as reasonably determined by Landlord's 
Accountants, subject to Tenant’s right to audit under Article 26 2 (iii), under generally accepted accounting 
principles (“GAAP”) consistently applied as practiced within the United States of America. 

• Operating expenses shall include the following:

• Taxes:  

• State’s tax exempt status (under rent table):   “CRS §39-3-124 
exempts real property leased by the State of Colorado from the levy 
and collection of property taxes. Therefore, the Estimated Additional 
Rent / RSF and the Total Term Rent as shown above does not include 
any tax based upon real property. Also, the Estimated Additional Rent / RSF is an estimate only, 
and Landlord shall have the right to adjust this amount annually per Article 26 (A) Additional Rent.

• Property taxes, assessments, surcharges, service or other fees…levied on the Building

• Lighting, supplies, maintenance and repairs, snow and ice removal, insurance premiums, labor costs, 
management fees, legal, accounting, capital and structural improvements “designed expressly to reduce, 
and that results in the reduction of, Operating Expenses”

Article 26 – Additional Rent
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Operating Expenses

• Operating expenses shall not include:

Article 26 – Additional Rent

• Tenant charge work for other tenants

• Costs that insurance covers

• Leasing commissions, advertising, etc. 

• Reimbursed utilities

• Condemnation costs

• Capital improvements 

• Depreciation and amortization

• Single tenant improvement benefits

• Overhead and profit

• Interest on debt

• Parking operator costs

• Government fines

• Wages, salaries, etc. for employees
above that of building manager

• Art, decorations, etc.

• Lost income, etc., etc.
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• On or before April 1st, Landlord specifies the Excess Opex amount

• New lease year payments spread over remaining months in the year

• Prior balance from previous year paid in 30 days

• If overpayment from previous year, Landlord to credit tenant against next payment.

• From Lease: “…On or before April 1st, following the end of each Lease Year, Landlord shall submit to Tenant a 
statement setting forth the exact amount by cost category (e.g., repairs and maintenance, janitorial services, 
security services, insurance, management fees, utilities)  of the Excess Operating Expenses, if any, for the Lease 
Year just completed and the estimated amount of any Additional Rent (Tenant's Proportionate Share of any Excess 
Operating Expense that was paid in accordance with this subparagraph) for such year. Such statement shall also 
set forth the amount of the estimated Additional Rent reimbursement, as limited above, for the new Lease Year 
computed by taking the estimated excess in Tenant's Proportionate Share of Operating Expenses for the new 
Lease Year and dividing it by the number of months remaining in the new Lease Year. To the extent that Additional 
Rent for any period covered by such statement is greater than the estimated amount which Tenant previously paid 
during the Lease Year just completed, Tenant shall pay to Landlord the difference, as calculated above, within 
thirty (30) days following receipt of said statement from Landlord. To the extent that Additional Rent for the period 
covered by the statement is less than the estimated amount which Tenant previously paid during the Lease Year 
just completed, Landlord shall credit the difference against Tenant's estimated Additional Rent for the new Lease 
Year as stated above and such credit will be applied to the next payment or payments due from Tenant to 
Landlord.”

Article 26 (2) – Adjustment Mechanism
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Reconciliation
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• Denver Metro Area – leases becoming increasing more NNN in nature.

• Reason – out of state buyers and investors such as national REIT’s, Pensions, institutions and 
International buyers are purchasing buildings and standardizing their lease templates.

• In the case of an industrial property, a NNN lease is much simpler for a landlord as tenant is 
responsible for maintenance, repair and taxes, insurance and utility charges.

• In an office building, a landlord would prefer a NNN lease because they potentially better control 
the total budget, obtain buying power (economies of scale across each service and cost category) 
by standardizing purchasing of materials, labor, etc. and passing on a lower, more economically 
advantageous pricing to the tenant.

Market Norms and Market Trends
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Tenant Improvements
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Allowance – do it yourself

• $ per SF allowance for tenant improvements

• Landlord provides tenant with a specified allowance to be used for:

• Tenant Improvements
• Architectural work
• Permit costs
• FF&E – Negotiable
• Rent Credit – Negotiable

Turnkey – hiring out

• Landlord builds out space per specified plans

• Detailed plans must approved by tenant prior to lease signature

• Changes made to plan after lease signature are considered a change order
and cost increases are usually outside the scope of the lease

• Larger time commitment on front end from tenant, quicker process to market

Allowance vs. Turnkey
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Base Building

Slab to Slab Above the Grid

HVAC Lighting
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• Useable vs. Rentable

Square Footage Measurements
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• Test fits 

• Architectural process (RNL / Landlord’s architect)

• Building efficiency

• Mullion spacing

• Bay depth

• Vertical penetrations

• Floorplate shape

• Construction documents (CD’s)

• Permitting

• Budget pricing

Space Planning
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• Efficiency

• Productivity

• Technology

• Collaborative work environment

• LEED Vs. “Heathy” Workplace

“Workplace”

Legacy Plan Current Plan Future Plan

People: 134
Sq. ft./person: 202
I Space: (sq. ft. %) 79%
We Space: 21%

People: 168
Sq. ft./person: 161
I Space: (sq. ft. %) 73%
We Space: 27%

People:   176-243
Sq. ft./person:     111-153
I Space: (sq. ft. %) 58%
We Space: 42%
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• Furniture

• IT

• AV

• Physical Move

Move Costs
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Call JLL to help with your 
project budget estimates!
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Additional Provisions
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• Exclusive vs. Non-Exclusive

• Secured Parking for State Vehicles

• Who Pays

• State Restrictions on payment of parking

Parking

Exclusive Non-Exclusive
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• Types

• Exterior signage

• Suite signage

• Lobby Directory

• Signage Approvals

• Landlord / City

• Who pays

Signage

37



• Market rents vs. fixed rents

Renewal Option
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• One-time Right of First Refusal

• Continuous Right of First Refusal

• Notice Provision by Landlord

• Required response time by Tenant

Rights of First Refusal
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• Moving allowance

• Abated rent

• FF&E

Landlord Lease Incentives
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• Items designated for refurbishment

• Required building upgrades by Landlord 

• Potential credits for any unused portion of the refurbishment allowance

Refurbishment Allowance
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• Landlord requirements

• Data / Cabling

• Broom Clean Condition 

Vacating of Premises
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• Agreement between Tenant and Landlord’s Lender(s) (current and future) designed to protect
Tenant if Landlord defaults on the loan and lender forecloses on Building

• RISK: Lender forecloses, can “reject” any lease in the Building with 30 days’ notice.

• More of a concern in a weak leasing market – Landlord has higher risk of default.

• Not always attainable – (usually larger tenants and longer term leases where more negotiating
coverage exists).

• Landlord obligation versus commercially reasonable efforts.

“SNDA” Subordination and Non-Disturbance Agreement
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• Landlord generated “confirmation” of the terms of the Lease in place.

• Required any time Landlord sells or refinances the Building.

• Landlords are notoriously inaccurate and incomplete in drafting estoppels
(prepared by property managers).

• Tenant only has obligation to sign if Lease requires it.

• Careful review is critical to avoid confusion regarding the
applicable Lease terms.

• Responding is generally a best practice from a Landlord /
Tenant relationship standpoint.

• Only certify accurate statements!

Estoppel Certificates
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• The Lease is in full force and effect;

• Amount of space leased;

• The Lease is unmodified;

• Any unfulfilled obligations by Tenant or Landlord;

• Any outstanding events of default (by either Party);

• Dates up to which rent has been paid;

• Existence of any security deposits (State does not typically supply security deposits);

• Notice addresses and contact information;

• Don’t forget – An Estoppel is a legal certification from Tenant to Landlord; accuracy is critical!

Common Estoppel Certificates
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Estoppel Tenant Sample Letter
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Sharing
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Commissions 

As a part of most real estate lease and purchase transactions, a commission is paid to the broker or brokers 
involved by the Landlord or Seller (we will focus on lease transactions).  In return for the service of 
representing the State of Colorado, JLL and Quantum Commercial Group (QCG) are due a commission 
from the Landlord upon the completion of a transaction.

Commission Credit 

As a part of JLL and Quantum Commercial’s contract with the State of Colorado, JLL / QCG credit 30% of 
the Landlord paid commission back to the Agency being represented for that Agency’s use.  The Credit is 
held by the Landlord and the Agency directs its use.

The amount of the Credit and details of how is to be applied are detailed in the State Lease document prior 
to execution.

Commission Sharing Definitions
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Rent Credit

This is the most common use of the Commission Credit. The Agency can specify in the lease that the credit 
will be applied towards rent owed under the lease. Usually the credit is applied toward the first month or 
month(s) of the lease.

Furniture, Fixtures and Equipment (FF&E) and / or Tenant Improvements (TI’s)

In some cases as a part of a lease, the Tenant may need money for FF&E and / or TI. The Credit can be 
applied towards these items.

Tenant Applications
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Metro Denver Market overview
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Q2 – 2015 Market Statistics

Class Inventory (s.f.)

Total net 

absorption 

(s.f.)

YTD total net 

absorption 

(s.f.)

YTD total net 

absorption (% 

of stock)

Direct vacancy 

(%)

Total vacancy 

(%)

Average direct 

asking rent ($ 

p.s.f.)

YTD 

completions 

(s.f.)

Under 

construction 

(s.f.)

LoDo Totals 5,096,868 56,254 143,094 2.8% 7.2% 7.3% $36.79 0 936,404

West CBD Totals 6,873,564 47,070 97,227 1.4% 8.3% 9.3% $33.83 0 951,444

Midtown CBD Totals 10,631,530 -31,522 -18,996 -0.2% 13.7% 14.9% $33.21 0 0

Uptown/East Side Totals 5,009,794 -82,728 24,508 0.5% 10.7% 14.2% $27.86 0 0

CBD Totals 27,611,756 -10,926 245,833 0.9% 10.6% 12.0% $32.80 0 1,887,848

Boulder Totals 5,581,763 56,513 37,482 0.7% 6.0% 6.5% $26.19 0 281,271

Midtown Totals 3,374,694 -2,693 29,504 0.9% 4.9% 5.3% $23.79 0 153,678

North I-25 Totals 2,432,446 14,385 11,996 0.5% 21.2% 22.6% $19.21 0 0

Northeast Totals 1,257,088 80,568 13,624 1.1% 18.9% 18.9% $19.19 0 0

Northwest Totals 8,006,733 32,308 13,351 0.2% 12.1% 13.7% $24.37 0 105,288

Southeast Totals 16,718,970 115,202 229,370 1.4% 13.6% 13.9% $20.09 147,938 100,000

Southeast Suburban Totals 29,949,214 453,232 193,070 0.6% 12.8% 13.6% $23.99 0 592,287

Southwest Suburban Totals 3,872,118 -13,594 -14,542 -0.4% 20.3% 20.3% $17.13 0 0

West Totals 7,447,337 78,466 70,113 0.9% 17.0% 18.1% $20.80 0 0

Suburbs Totals 78,640,363 814,387 583,968 0.7% 13.2% 13.9% $21.98 147,938 1,232,524

Denver Totals 106,252,119 803,461 829,801 0.8% 12.5% 13.4% $24.37 147,938 3,120,372
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Q2 – 2015 US Market Overall Office Clock
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Market Cycle
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Lodo Development Map
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Colorado Springs Market overview
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Colorado Springs Market overview
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