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From the street, Midtown Manhattan’s 
office buildings appear solid and 

immovable.  However, according to 
their landlords, many of these same 
buildings have grown substantially 
over the last two decades.

CTRR tracked 50 randomly chosen 
Midtown Class A and B office buildings 
and found that 34% of the properties 
have grown by more than 5% over the 
last decade.  

Over the last two decades, building 
owners have reported more than half 
(58%) of these properties to be signifi-
cantly larger in 2012 than they had been 
in 1990.  

In some instances,  the reported  
growth occurred in one great jump. 
At 1140 Avenue of the Americas, a 40%  
increase occurred in one leap, following 
the completion of a capital improvement 
project in 2010. 444 Madison Avenue 

grew by 24% following the sale of the 
building in 2007 and subsequent renova-
tions. At other buildings, owners reported 
incremental changes over the years.

The MetLife building has reportedly 
grown by about 275,000 square feet, or 
almost 10% over the past decade. At 
current reported rental rates in the 
building, this growth spurt likely  
increases building income by about 
$24.3 million each year.

Rentable Area Grows Significantly in One out of Two
Randomly Selected Manhattan Buildings

It is well known that the actual area 
a tenant occupies (“usable square 

feet”) is usually less than the area 
upon which the rent is based (“rent-
able square feet”). The difference be-
tween rentable and usable area is called 
the “loss factor” and reflects, in part, a  
proportionate share of common areas 
such as hallways, lobbies and restrooms. 
It’s also known that rentable area has no 
strict relation to either a tenant’s usable 
area or a building’s common areas, and 
that some building owners inflate rent-
able area based on their own standards.

A landlord’s greatest tool for increas-
ing rentable area is re-measurement.   
Re-measurement – the idea that a build-
ing can spontaneously increase its rent-
able area without increasing its actual 
size – is not logical.  In fact, re-measure-
ment has no purpose other than to in-
crease landlords’ profits.  However, 
landlords are completely within their 
rights to re-measure their space, and to 
offer it at whatever rentable area they 
like.   In this sense, “square foot” can be 
considered a term of art rather than a 
factual description.

Re-measurement is often prompted by 
a change in building ownership; how-
ever, long-time building owners will 
also periodically re-measure buildings 
in their portfolios.  Re-measuring a 
building does not affect existing leases, 
but takes effect when existing leases 

are renewed or renegotiated and when 
new leases are negotiated. Prospective 
tenants who are aware of this practice 
before they sign a lease – or, better, before 
they start looking for space – will be more 
able to gain a competitive lease terms.

When examining spaces, most prospec-
tive tenants evaluate the competitive-
ness of an offer by comparing the base 
rents.  Re-measurement allows land-
lords to increase building revenue 
without quoting a higher base rent in 
lease negotiations and diminishing the 
apparent competitiveness of the space.  
When used in conjunction with a high-
er base rent or other charges that are 
billed on a dollar-per-square-foot basis, 
re-measurement essentially gives the 
landlord a double-dip on rent increases.  
These charges can include certain types 
of electricity billings and other escala-
tion charges.

Re-measuring may affect different 
parts of a building differently. At one 
re-measured building, many floors 
grew an average of 6% to 7%. How-
ever, the penthouse grew in report-
ed area by about 14%. This means 
that in addition to probably pay-
ing a premium rent for the top 
floor and its views, the tenant who 
agreed to lease this floor also paid 
a premium in terms of a larger loss  
factor. The tenant received a smaller  
usable area for a quoted rentable area.

Because the practice of re-measuring 
is so widespread, extrapolating to  
illustrate the consequences market-
wide gives a sense of what’s at stake 
for building owners and for tenants. 
Manhattan’s Midtown/Midtown South 
marketplace includes about 409,000,000 
square feet of office space. As reported 
by CoStar, an independent real estate 
information company, average asking 
rents in Midtown were approximate-
ly $48.90 at the end of 2011. If 58% of 
these Midtown landlords re-measure 
their space to increase it by 5.44% 
(the weighted average rate of increase 
among those building owners report-
ing significant increases in building 
area during the last 20 years) and 
charge the prevailing average asking 
rent for this space, the additional an-
nual base rent charges would be about 
$630 million. 

The Downtown market consists of 
about 120,000,000 square feet of space.  
If 58% of Downtown Manhattan  
property owners similarly re-measure 
their space to increase its size by 5.44% 
and charge the late-2011 average ask-
ing rent of $38.28, the annual increase in 
base rent to Downtown building owners 
would be about $145,000,000. 

Overall, Manhattan tenants would pay 
increased annual base rent of about 
$775 million per year because of  
phantom building growth. 

How re-measured buildings affect tenants

Visit our website to learn more about how tenants can reduce occupany costs. CTRR.net
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Notes:
1.	Gross	Building	Area	data	is	from	Yale	Robbins,	Office	Buildings	1990	-	Office	Buildings	2011.	Gross	Building	area	is	defined	as	the	approximate	total	area	of	a	building	in	square	feet.	For	purposes	
	 of	this	analysis,	Gross	Building	Area	does	not	include	non-rentable,	non-tenantable	areas	such	as	garages.
2.	Percent	change	from	square	footage	reported	in	1990.

3.	Estimated	increase	in	annual	base	rent	is	based	on	current	rental	rates	as	reported	by	CoStar.	Other	revenues	linked	to	rentable	area,	such	as	electricity	and	certain	escalation	charges	may	also	
	 increase	because	of	the	deemed	increase	in	rentable	area.

4.	Tishman	Speyer,	owners	of	666	Third	Avenue,	physically	increased	the	size	of	the	building	by	approximately	150,000	sq.	ft.	by	using	development	rights	from	an	adjacent	property.		
	 The	square	footage	is	included	in	this	data.

Buildings With Significant Increases (greater than 5%) 

Buildings Not Showing Significant Increases 

Analysis of Reported Growth in Rentable Area for  
Randomly Selected Midtown Buildings

Visit our website to learn more about how tenants can reduce occupany costs. CTRR.net



Tenant Tips: How to Limit the Costs of Phantom Office Space

Atenant may seek to lower the land-
lord’s cited rentable area by asking 

the landlord to report rentable area in 
terms of recognized standards–such as the 
Building Owners and Managers Associa-
tion (BOMA) or American National  
Standards Institute (ANSI) standards–for  
determining rentable area. Alternatively, a 
tenant may have an architect or other  
advisor make their own measurement of 
the space in which the tenant is interested.

Keep in mind, however, that from a 
building owner’s point of view, rentable 

area may be a non-negotiable factor in 
the rent equation. Making your own  
determination of rentable area may not 
sway the building owner, but it is a  
necessary factor in developing an  
informed assessment about the space 
you choose to lease. More important 
even than understanding rentable area 
may be focusing on usable area. When 
comparing competing alternatives for a 
new lease or a lease renewal, a tenant 
can insulate itself from the vagaries of  
rentable area measurements by focus-

ing on the usable area at competing 
buildings–regardless of quoted rent-
able area–and how much it will pay for 
the usable space at each location.

A well-advised tenant will compare 
rentable areas, usable areas, and loss 
factors, as well as other relevant terms 
negotiated at competing, alternative 
buildings.  Having multiple options is 
always the best way to assure that a 
tenant is positioned to negotiate the 
best available terms.

Commercial Tenant Real Estate Representation, Ltd. (CTRR)
295 Madison Avenue, New York, NY 10017
Tel: 212-684-4400  •  www.ctrr.net

For more information or print or electronic copies of this report 
please visit ctrr.net. Email report author Marisa Manley at 
mmanley@ctrr.net with questions or comments. 
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