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Seagra,m's
bet on
elega,nce

Most offce towers
today are built
primarily for profit.
This one was built
primarily for prestige.
Yet prestige may
prove to haye a
considerable long-term
cash value.

C.D r crìsloÍÈìruiìt, luxury sky-
scmpcr lik€ the Seasram buildìng
d€signcd by a mastef ̂ rchitcct .nd
under a luxury budget-be made to
pay its way in today's comnercial
r€al cstate market? Samuel Bronf-
man, prcBident of Distiue$ Corpo-
ration-S€aaramB Limited, r'rho has
some $4a milion of his company's
Iunds invested in an elegant new
Park Avenue ?orozzo, is obviously
leeping hfu fingeB crossed. But the
preliminary figlrres seem to indicate
that the Seagram buildirg, from
52nd to 53rd Streets, may not only
pay its way, but also earn a modest
pm6t fo! the company.

This is important, for if the Sea-
gmm building pays its way, every
architect and builder in the U. S.
will share in the proffLs. For they
,rill, then, be able to cite Seagram
to other clients lvho may be inspired
to erect more structures of out-
standing design by oulstanding
afthiteéts-if such ventur€s do not
have to be lecoded in red iDk.

Seaglam, to be surc, is a very
special kind of real estate project:
it was not built primarily as an in-
vestment intended to prcduce a fast
money retum; it $,as bìÌilt to pro-
duce a long-term return in public
good wilì, institutional advertisins,
and - only incident lly - in cash-

. This distinctior is imporiant. For if
Seagram were judged as a fast-
retum rcal estate investment, it

sould obvjously have to be jud8ed
r failure-just as most poslwar
ìurÌ'of-the mill New York ofic€ zi!.-
gulals must be judeed a failurc as
senerators of public sood will, insti-
tutional advertisins, or lor that
matt€r, ìong-tem cash value.

rhe p0bllc hè pleased

Fmm the besinning President
Bronfman ivànted "somethìng spe-
cjal" in the vay of a ne1v coryorate
headqùarten ;nd he was willing to
pay à premium to get it. So, al-
though the 60,000 squarc foot Park
Av€nue site for which Seasram paid
$5 mjllion wouÌd have accommodated
a much Ìarger building of perhaps 1
mjllion square fe€t, Bronfman d€-
cided that a buiÌding of "about 500,-
000 squàrc feet' oJ rentable floor
area would probably be most suit-
able for the company's purposes.

As for quality, Bronfman made it
clerr to all hands thal he wanted
a structure that would otrer prestise
tenants space tu a nev, unsurpassed
lu-\ury buiìding in ùits as small as
500 to 700 square feet if desired.
(Most new commercial buildings in
Ne1v York spurn small-space tenants
in favor of full-foor or multifloor
rcnter8.) For these prcstige accom-
modations, of coulse, Seaglan ì'vouìd
ch^rg€ plemium rents. The bis
question was whet}ler the company
would be able to get prenium rents.

As it tulns out, the buildins, which
was officially opened at the end of
May, is alrcady 90 per cent rcnted,
and the remaining 10 per cent is be-
ins rented vith comparative ease-
a tribute to the subtle, attlactive
€lesance ol the completed structure
itself. Moreover, space is being rent-
od at $7 to $8.30 per squarc foot in
the 28 towèr floors, as compàrcd
with the going rat€ of about $5 to
$5.25 a foot for odinary new buìld-
inss. By last month, the buildins hld
nbout ?7 tenants, and was expected
to be filled with a total of p€rhaps
100 tenants (averasing about 3,800
squarc feet of space each) by eàrly
fall. All tenants, happily, are on
leases of at least ten yeals.

Here is how the economics of the
SeasÉm buildins shape up. The
6nal cosl of the bùildins will be in
the neighborhood of $43 million: $38

Pr*tlao low.r tloor! (shaded arca
!bovè) are relaliv€ly snalli lroh the ltth
io the 38ih slory each noor hrs ahoùt
12,000 squuo lcet of r.nt8hl€ 8i€a d
conparcd to the 28,300 square fe.ì .n urè
seond to Iourth loorc, wlich include tle
bìock-widc winA at the r.& of tùe tow€r
{plar .bovè). The ilreh€diate ítth to
lpnth loors ùr€ r.duc€d to 18,600 squan
feet each by À setb!c*,



million lor th€ stù.ture (includins
all fees, tenant partitions' and fin-
ished interiors of Seagram floors)
and $5 million for the site Thus
the buildins alonc, Nith 854,000
gross sqìrar€ feet of floor area, cost
g45 p€r square loot to build (about
g50 per foot includins the land) By
comparison the cost of ordinary New
York oflice buildinss today is only
about 825 to S30 PeÌ square foot,
including tenant paÌijtions and al-
terations, but exclusi!e of land.

The company financ€d the con-
struction ol the buildiìril entircly on
its own, and has no nortgas€. It
initially used leorking capital and,
la.st April, matketcd a $40 nillion,
41/r per cent issue of 25-year d€b-
enture bonds to repleDish its lvork-
ing capital. lt nov appcars that
rcnts (Seasràm charges ìtself 56.36
per square foot for the 159,000
square f€et it occupies on the eight
lower fioors) s'iìl more than pay for
all the operating expenses, r€al
estate tares, and intarest. In the
6rst year these will totaÌ en esti-
matcd $3,456,000 as against a rent
roll ol 53,843,000..

Thus, in the simplest t€rms, the
buildins may net about 5100,000
th€ ffrst year, or l3 per cenl on the
company's initial $3 million cash in-
v€stment (the difi€rence betrveen
the $43 million cost ol the buildjns
and the $40 million borrowed), be-
fore fcderal taxes or amortization.
This net rvouìd se each year, as
interest cha.gei d€clin€, to p€rhaps
$?50,000 in the eighth year, for ex-
ample. But dèprcciation compìet€ly

chanses this simple picturc. For
t"x-deductible depreciation that will
be alìorved can be appìied againet
other company income for a tax
saving of 52 pel cent. Thus oìÌ a
50-year straishtline depreciation
basis, the $88 million buildins would
PreserÍe $395,000 of corporàte
profit:rnnually.

What pric. qq.llt!'?

As against this f:ìr-from-gloomy
prospect, what would have happened
if Seasram h.ìd covered its entire
plot with ^ more conventional and
less expensive building oJ the max,
imum allowable floor arca? Obvious-
ly, a largcr, ordiììary buildins ivould
have shovn a much greater net cash
yield in its caÌly !'ears. Bùt the
premjùm buildins should command
premium renls lons after the bloom
would have faded from an inferior
buildine. Indeed, some real estat€
experts thinft Sea!Ìram's decision to
build in moderation and good taste
may pìove to hav€ becn th€ most
pmfitable business decision oÌer the
lons pull.

If Seasram had wanted to exploit
its site to the fullest it could prob-
ably have erected an ordinary office
buildins ivith about 1 million square
feet of reniable alea {or just about
the sam€ cost (i.€., $38 rninion) as
its luxury building, rvhich is onÌy
about two-thirds that size. In that
case, in contrast to the estimated
4,8 per cent return before federal
laxes or d€praciation-that the com-
pany may c n on a "frce-and-

clear" basis (the difieteÍce between
total income and total operating ex-
penses and r€al eitate iaxes) from
the present Seaeram building, the
company might hÀve achi€ved a
speculati!€ buildar's yield of about
12 per cent to 20 per cent. But in
tllat case it would have "earned"
very little prestigie or good will.
Of cours€, even a 4.8 per cent free-
and-clear retum (the 52,087,000
spread betrv€en incone of $3,843,000
and operating expenses snd real
cstate taxes of $1,766,000 expressed
as a percentage of the $43 million
cost of the buildins) would make
the pmject a poor conventional real
estate "in\€stment" at $43 million.
For, if that yield wa! capitalized
at 7 per cent, a rate often used in
valuins first-class omce buildirìgs in
prime locations, the prcperty might
only command a price of sboùt $30
million if otrered for ssle to profes-
sional realty investors.

It €ould also be argued that the
27,000 square feet of plaza land cost
Seagram an unnec€ssary $2,250,000.
But that would agsin iFore the in-
tangible vaìue this area adds to th€
entire project. It v'ould also ignorc
the very tangible value deriv€d
from the space bèneath the plaza
which is used tor a parking garase,
stonge ar€a, and buildins main

But e!€n if the Seagram buildins
lvere not to "pay ofi" in dollar and
c€nts at alì, even if all the pro6t
had to be taken in sood lvill, even
thcn I'lr. Bronfman's investment
s'ould be a sound ono. END

Jolnson Md tries. CLi.,t. It,ttrrl

Thè Scasbn ùuildins Nas rhc work ot
an ùnosual team head.d b'' rhrcc peoptc:
Archttccts Mics llà der Iìoho rn{t philir)
John$n, a.d 3t ycar oìd phyllis Rrohthrn
LahbeÉ, daùshtd ol Sca,.rrn Phsident

Samuel Bbnfhrn, dnd long a lassionats
alì.ímda ol frodeú archit€crDr€- Aft..
s€in8 som. Irolimlnary, less-thàn inspir-
irs pÌopósals loÌ SèaBrM's ner h€sd-
quart€.s in 1954, Mrs. Labbert told h€r
îalher thrt hd wos on tho Eong tracl,
thal lìe óuglt to try tÒ bùild tl. finesi
skyscnpor thnt modcD architecture coul{l
prcdùco, and tùrt sh. roúld help ìim do
jusL that. 'l'herc lollowed a two-ahd-onc
half monrh sdrdh fof an architcci, Mrs
Lanrbcrl got I'hilin Johonson, lhen direc-
t r of rrdìì1r.lur. at Ne( York's ù
seùn of ú .rn Ar1. t d.sv ul, r ìist
of lhc lolJ ,l.z.r nì.n in U.S. àrchite.lurc.
talk.d 1o rh.n shd sà\' tbrir *ork. Mrs.
l - rmb. Ís  l ìns l  .ho ic t :  Ch icasos  Mì .s  v rn

der Rohe, *ith Johrcon (qho had a Ner
York oídc. ùd w* r.gistcftd ìn th.
sbte) a idi6's r*iète. SssrÀn PÉsi
d€nt Bronlman appbved Fholehe..t dly,
Àppoint€d lis d.ùahter dìr*tor of plan-
ning to repeent tùe clienk in Mi.s's ard
Johnson's omde. In her po3ition Es client,
Mrs. Lambe.t took an a.tive p!É in aÌmost
ovfiy najor-and nuy mino.-desish
d.cisions, heìped seÌect natdials, equip
hen!, lu.nisbjngs ..d, most imDortanfly,
lhc p.intirss, scùlptur€i rnd trpesllic
that distingnish th. inte.iórs of the build-
ins. He. ùltinate lriùhph will br the aÉ
conùissioned ,or a luxurióu3 sround frtur
resrau.an! úar vill ìÉ oDen(d to rhe


