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Second thoughts
for developers
Pulting Ineilding sites
hack on Hhe market: fowo
Joveed to sell af o loss

By ALison GrREGORA
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Development site resale ;..

Enabkal, which he found surprising, be-
cause last vear even inexperienced devel-
opers voild make o windfall on residential
projects.

Therearealzozome higher-profile cases
that hive raised queations. For instanee,
Last siminer, JD Carlisle Develognoenl
Corporation sold Lhe Atelier on West 42nd
Szreet fovan undiselosed sum o Use Moin-
ian Cirenip aod MucParlane Siriners, who
are develaping il jutu 478 aparlmenis in
only the lirst ofthree phases ol nied-use
develpunenl

In the zame nenghibochood, the Related
Companics has listed 2 parvel loe sale
150 West 42nd Steeet thal could e built
to L1 millionsguure feet, orapprocimately
1,000 npartmend <, aceording Lo published
reporls. The pareel is expechsd 1o go for
2300 100 F400 myil Lo

Al ot 400 Fith Avenue, developer
Yilzehak Tesslor recently el inlocomteact
1o sell 2 vacant site. anticipated to go for
as eniels as S400 a s uaee oot thas conbd
Fsie T 1t Le alooat Bl o s i sguoze St
along with 2 two-level parking garage.

Suill, that doesn’t e developers are
st il o loss

Frie Anton, asenior mannging divesior
il Eustern Consolidated, snid developers

with s heger portfolio can affomd W sell off

a pareel or b,

W e o Ted oof s wlio, 3o Lhe craesd
T, 00k, 05, bit aff too mch, a little more
than they could chew,” he saiel. 50 muybe
ey have foursiles, and Uy enightwant Lo
selloneortws. They ean take nsnall prodi,
redfure nsk and [oeus onone ortwo ortiree
projeets they Hke”

David Junik, a seninrdireelor at Grein-
er-Maliz, zaid e i= marketing a full block
aut 255 Gald Street in Downtown Bronklvn,
complete with approved pluns for building
0000 square leelof space, where U de-
veloper isim just that situation.

“Thie developer that owns Uhal siteowns
analber 10 parcels,” Jumik sid. “They be
Lieve in the Izt and the markes, bt e

considering whether il pays 1o hald anlaes -
erylliing or foens on cerluin parcels”

I sile comes with stile-approved
plang ared thaut e bevahoabletoa polentiol
buyer. he said. INthe pluns ave good anes,
thiey enable o builder to pet into Uie groued
faster, thereby redueing the interest ulli
smately paaicl i 1he loan. 1L s aleo s market-
ing advantage to inich a propeel before the
next ileveloper.

“I'hisis amarket where, iemebodv ean
go inte Uhe ground now, s part of the at-
traction,” Junik said. [t mizht take another
cight months laa vear togo through the ap-
proval provess, 20 “foar =cancone e go into
the groamd now while the markel is stable
isa preminm o developers”

Junik susd it mades sensee Lo sell Before
developing iCa developer can make a 2000
25 peteenl return on initial investment,

Auilun ageecd thal the L i3 vipo for
e it = pariicolory iess meperienee] devel -
opers who hought property in the past cou-
ple olvears - o sell the Towd ut o prodic,

“Mhaybe il taken them o while (o fignre
ol whad o dowith ik or i Lok a long time
e close or a lotg time Locssemble,” Anton
said, *They've made a profit on the lond,
Dreaner fand has really gone upin the las)
I voars,

Al with todmys 1tax vates, i€ vou sell
atter holding fie u yeur, vou've treated veey

Fovenrnlsly an capital waiis Lax, whoress if

vordevelop it in condominm m sules vou're
taxed at an ordineey income rate, so iy
ueuels higher”

Whit doezn't make sense in the current
market, which has normalized after U
Crcney of the past Few veaes, is bo ik on sore-
cently purchazed developoentsite.

“Ihe prices ol development sites e so
astvonomical that even if vou decided o
rent vourlobas a parking lot- provided you
could pet the permils o do 2o = the incoime

vou're going fo penerele is not enongh o

provide any kind of nearly satisfetory re-
T e vour investnent,” Knakal sid. "So
itsreallya sitvation where vou either bnild

ot vens selland tuke the less”

Anton said be hasw'l seen developers
selling at a luss, thongh he wouldn't he
surprised tosee iU happen. Darvey Slueonz,
vivechaivman st the inveslinent properties
institutivnal group at CK Richavd Elhs,
saidl che and volleagues have had 1o um
pwny ahandinl ofwould-he develapers at-
templing to bail frion nnpromising cir-
CANStANeCs,

“We've had anumber of situations where
we've leen ealled intolnob, swed thev've paid
S50 o $500 1 oot for mayhe a guod ide
slreet site. bol still & side streer site,)” she
saidl, “nnd wo've just hand 1o say, "Serme on-
less youre prepared 1o get out of it exactly
whint you paid for it, or may be a Bitthe bit less,
we're nol interested in haudling it™

Staeom suid it com beavadded elallenge
to ket sives whien udeveloper is selling
e,

s hard,” shesaid. “Trs definttely an ad-
dlitional component to the marketing cf-
fiark, You've gor to know Lhat you've got a
Reny b tell

Lyt Womadend said one man's poison iy
beanother, more ereative, mans meat. The
evpreal buyer s his or hor own vision for
e sike, even il L seller has deeided e
nuinbers won't work.

“Having that unicuees perspeetive nllows
peopbe to othid other peaple who look
bt in o very stenighllorward manner”
he saidd. "Look at what Harry Maeklowe
dlid with the GM Building, At the Lo e
biuuglyr that, nohody else was willing o
pay the $1.4 billion thar he paid, But he
had a very unigue development plun to
veente additional spuee, to inerease the
btk of the retail, to do some neal archi-
rectwrnd things”

That means 10 dillerent developers
might luok al the same gite and eome op
with 10 different plans to masimize is po-
tential.

"1 Lhe ened of the day, its not important
why someone’s selling,” dunik siid, Sits
whether it makes sepse 10 vou " res
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