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Developers: Small centers
are getting more difficult

 Remai: MORE ORE STORIES, Pace 17

By Jennifer LeClaire
Florida Real Estate Journal
eveloping retail shopping cen-
ters i mever easy, bt it's
becoming more and more dif-
ficult in tedxy's econamy 1o
hring a small, nmnchored center from
concept to completion 4 o profi
There are seversl Bctors in '|:-|.|::.
Since lenders hgve tghtened up
the pre-leasing requirements on shop
ping centers, deselopers are being
forced to ante up significant equit dol-
lars 1o gt the property built

What's more, small shopping cen
iers, by namire of a tenan mix the oy
include mom and pop

perations, don
abweays meake the best credil ienants
Then there's the red tape. Even
with smaller
retail shopping

cemlers, rebil

el APETS 3 il
e 1o wade

‘ |-|r Hig

and moning
(il ':t"u'l[lt'r\ =il

need public sub

Ross Glickman

sidlbes 1o defray

These days, small retall centers require strong pre-leasing, a strong sie
and a proven developer, according to Bob Spram, president of Hill Partners
Inc., developer of The Streets of Mayiair in Coconut Grove.

somme of the cost, And they still need
credibility with the local communite 1o
garner support for the progect

Develogers agree it's challenging
to et any retdil shopping center done -
even in the hest of times. But getting a
sl center done in an economic
downturn can be nearly impossible

Developing unanchored centers
i difficull The anchor simation odiy
i Uramatically diminished becanse
Laere aren't a5 many iraditional anchors
amymore,” said Ross GHekman, chair-
i and CEO of Urban Retail
Properties LLC in Chicago. The compa-

ny devisloped Shoppes of Boviton,
Miami Lakes Town Center and Beach
Mace in Miami, among other South
Florida retail shopping cemers.

The deparment store roster las
declined substamtially over the vears,
Glickmmn continued, and even grocen
anchored centers aren’l 45 COMMON 15
they once were

I your have thee better location and
the: better temant mix around a grocery
e, tven v vou've built @ better

mtsetrap,” Glicknan sadd. “But its
very competitive and difficult 1o pet thise
developments ou of the ground wod
returning the Kind of keveraged cash on
cash PEnErm your expectations show"”

So the question, then, hecomes
How can vou pet small centers done?

The shor answer is strong pre
leasing, a proven track record and a

B See SMALL CENTERS,
Page 24
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SMALL CENTERS
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strong site o execute 3 development,
according 10 Bob Sprat, president of
Charlotte, ¥.C-based Hill Pariners Inc.,
+ ¢ommercial real estate developer spe-
clalizing in shopping ceners. Hill
Partmers developed The Streets of
Mayfiir in Coconut Grove and
Lowhmann’s Fashion Island in North
Miami, Even then, he said, vou can
expect development 1o @ke longer.

Abe Schear, a parner an the law
firm of Armall Golden Gregory LLC in
wtlanta, and chair of its Commercial
Real Estate/Leasing Practice Team, his
seitnve acdibittonal takes. fust hecause vou
don’t have 2 traditiona] ancheor, he sid,
doesnt mean you can't et 3 well
known redler to vour center and build
around it '
“& poodd example would be a ten
ant like Starbucks - or another tenant
that i feonic that would allow vou 1o
" Mh predictably borrow the momey and
prediciably generute enough traffic that
other fenams would be happy with the
results,” Schear said

In today's merket, though, e

Aty b esier said than done. Lenders
ire pequiring more pre-leasing, and
tenants ane moving more slowhy
Developers are charged with assuring

itential fenands that thev will be ahle

to open thelr
stores on lime

Some devel-
apments that
were scheduled
fisr completion in
20 are sHding
out beyond
20010, Schear
nidetl. Properties
that have sharter
lead times, then, have an advantage in
the current market. Especially if tenants
are public companies, delavs are prob
lematic from a shareholder expectation
perspective

Bevond the ohstackes, there are
the hidden challenpes: challenges that
could cause unwanted deliys in the
eonstruction phase or unwanted termi-
nations in the leasing phase

“A lot of risk can be encountered
in the site work stage of the lil,"'l.l,"lll-‘l!-
ment,"” Spragt sdd, “Undiscovered emvi
rommental conditions, rock or other
objects can add tremendowshy 1o the
Il construction costs
rise maore than 100G from the ariginal
perspectivie. it could kill the desal

overall site costs

From a leasing perspective, the
proverhial ducks conld be aligned, bin

thiere s stll po guarantee. The tenant's

committer could approve the lease -
hut the developer discovers the lease is
laden with tenant requirements and
clanses that kall the deal

Glickman likened the pricing
process (o “coordinating a1 ballet” with
temnts in terms of the timing

With eroawmic uncertnty in twe
i, temts could decide o kill the dial
despite 4 signed legse, Divelopers should
partner early with atlormess who can
strwctune desels with 2 sensee of urgency

"It imiportant for landbords 1o
work towsird documenting thedr deals as
Fost s they possibly can becinse vou
dlo't wang deals that e resudy for 2 sip
st 0o g s, Schear sad. “Toa
nfien inday, leases are gefting degged
e, s it gives tenants a preater Ofipors
Dty o walk away from the del ™

The message Is clear Getting
sl cemters done relies on pre-lees-
ing more tan ever before. Pre-lessing
helps control tming and risk for all
(arties, Sprat said, and it cin also help
credle momentum. “One must be care-
ml.” he added, "0 Consiret |'||||||.|_l.|! fix
eresile a crtical ness of retailers”

Devedapers undserstand the realities
of petting sl centers done. GReknun,
for one, doesn't see Owe hordbes lowering

il st b 20080, The ereidin

crunch cannot b underestinaed

With s many hirdles amd so
oy unknowns up in the air, how can
A developer determine H the fnvestment
is worlh the risk?

There are a number of positive
slgns up front that give an indication of
the imvestment, but no one is 1S
sure until they are complete with con-
strection and bease up

“Positive up front signs are a low
sacuney o the area, strong sales, pre-
lessing success and Bvorable knd
value t name i few,” Spratt said. “Red
flags in one area inclisde high vicancy,
low sales or generally unfavorable eco-
nomic factors.”

I toikav's market, peting small
centers done means getting back: to
hasics

Specifically, tat mwns doing 2 nur
ke feesability stuchy. 1t mery sound pedes
trian, but 15 maore imporsed than ever io -
ditermine whom vou are building for

Yo need insight demographically
s your custonmwer base and how 1o
shupe and even distan vour center,
Gilsckmen swid. “That whaole thrs i= e
parameder - inftidly - on low o pln on
building snd lessing your propersy. There
are o seeres, There are no incks. I
fust st planning and perseverande
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