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In the last newsletter |
mentioned the shifts in the
market conditions and how
the commercial real estate
market corrects

itself. While
by T. Van Davenport demand in certain
Managing Partner market segments

hasn’t changed
dramatically from last quarter, there are several
reasons to be optimistic about the future in Horry,
Georgetown and Brunswick counties.

First and foremost, a large part of those counties are
located on or are dramatically affected by the coast
and what goes on there. With tourism being our
biggest industry and affecting just about every aspect
of our lives, the outlook is good. And although we've
seen a virtual stoppage of “flipping” coastal real
estate from eighteen months ago, demand for second
homes and investment real estate is promising. Prices
are still competitive compared to other parts of the
country offering similar products.

Secondly, interest rates continue to be relatively low

and financing is affordable. Commercial lenders that
I've spoken to say that they are just as interested in
most viable projects as they've always been. Of course,
we’ve seen some slowdown - predictably - in the
growth of golf courses and new hotel projects, victims
of overbuilding in recent years. However, it appears
to be just a matter of time before demand catches
up with supply.

The tremendous growth that Brunswick County has
experienced has been very interesting to watch. And
from a commercial real estate viewpoint, the
opportunities that have been and continue to be
created there are promising indeed. The influx of
upwardly mobile families to the area has created
demand for a variety of expanded services. No doubt,
the entrepreneurial spirit will meet this demand head
on and growth will continue there.

Horry County is consistently ranked near the top
growth markets and, despite a lackluster 2006, there
is still activity from area homebuilders with plans on
the drawing board for further development.

If the national media would stop telling us how “bad”
things are - even though some areas are slower than

Changing the Face of Ocean Boulevard

by Val Trask, Commercial Associate

For many years, property owners on Ocean Boulevard
used the Myrtle Beach Pavilion Amusement Park as
a landmark when giving directions to visitors. Of
course, that has changed now with the closing and
subsequent demolition of that famed property.
Another thing that’s substantially changed is just
about the entire complexion of parts of Ocean
Boulevard. If you haven’t had the opportunity to
travel “the Boulevard” from, say, 30th Avenue North

to 22nd Avenue South, | encourage you to do so
before the busy summer season gets here.

What you'll see is a number of new and redeveloped
properties, in addition to several buildings that have
been razed in preparation for future construction.
As I've mentioned here before, what is built on the
old Pavilion property on either side of Ocean Boulevard

will certainly impact development around that part
(continued on page 2)

REASONSTO BE OPTIMISTIC - Take a look around

others - it would help us to realize just how fortunate
we are in our local market.

Lastly, the counties we serve have always been , for
the most part, progressive when it comes to
development, investment and new business
opportunities. And despite local challenges such as
the airport expansion in Myrtle Beach and
infrastructure concerns in Brunswick County, our
area is poised for future growth in the months ahead.

If we can help you be a part of this growth and
opportunity, please call me today at (843) 448-7653.

Editor’s Notes...

McKenzie Square
RETAIL DEVELOPMENT

NORTH MYRTLE BEACH: H.B. Springs
Co. Commercial Real Estate announces
McKenzie Square, a 13,500 s.f. commercial
center situated in the heart of high growth
bedroom community. Located at intersection
of SC Hwy. 90 and Main Street Connector,
less than 5 minutes to downtown North Myrtle
Beach. Easy access from SC Hwy. 31 via new
cloverleaf intersection.

Aaron’s Sales & Leasing occupying 9,000 s.f.,
up to three 1,514 sf. individual units available.
Ideal neighborhood retail, restaurant or
professional office.

2511 N. Oak Street = Myrtle Beach, SC 29577 = www.hbsprings.com
843.448.7653 South Carolina office ® 910.209.6086 North Carolina office ® Toll free: 866.328.7658




IF YOU RE READY TO BE A LANDLORD...

(continued from page 1.)

of Myrtle Beach. And that new development
undoubtedly will spawn continued progress and
more new construction.

As usual, only time will tell if whatever replaces
the landmark Myrtle Beach Pavilion Amusement
Park will become a “landmark” in its own right.
But in the meantime, it's been an interesting and
exciting few months for Ocean Boulevard.

Top photo: The site where the former Pavilion stood.
Bottom photo: Construction cranes still dot the landscape
of Ocean Boulevard near 25th Avenue North.

by Bob Powell, Associate Broker

As property values increase in our area, one type of
investment seems to be in popular demand: affordable
housing for college students. And if you're ready to
be a landlord in serving this growing market segment
there are opportunities to explore.

In the Myrtle Beach area, both Coastal Carolina
University and Horry-Georgetown Technical College
have experienced healthy growth in recent years. With
continued drawing cards like the beach, new programs
and curricula, successful athletic teams and expanded
facilities, the future of these two schools is very bright.

As is the case in any “college town” that has limited
on-campus housing, the majority of students rely on
the availability of apartments, condominiums and
single-family residential rental units. Recent history
has proven that rental properties in close proximity
to the campuses have performed well - and demand
remains high.

A number of our clients have considered investments
such as duplexes or tri-plexes as well as single-family
homes to rent to students. In addition, larger apartment
complexes are popular because they give students the

CAP RATE FOLLIES

© CCIM Institute. Reprinted with permission from
Commercial Investment Real Estate, vol. XXII, no. 4,
p. 36-38. (This is part two of a three-part series.)

Cap Rate Fallacies

Since cap rates strongly affect properties’ values,
commercial real estate professionals should avoid
the following fallacies that can blunt the accuracy of
their projections.

“The Cap Rate is Always 10%.” Many in the industry
consider a 10% cap rate as a good rule of thumb
for a quick estimate of a property’s performance.
Although this may be helpful at times, even a small
variance is critical to the actual value. Set rates can
not be relied upon as a firm industry benchmark.

“Data Services Are Accurate.” A decade ago, obtaining
sales transaction data from a national or local service

was almost impossible, but today several companies
gather and sell comparable sales data. Though
services may claim to provide verified data, commercial
real estate professionals should conduct their own
due diligence by carefully reviewing financial details,
such as income, vacancy rates, expenses, NOI and
cap rates, in data service reports. Beware round
numbers: If the income is a round $200,000,
vacancy an even 5% and the expense-to-income ratio
a flat 50%, the data cannot be trusted.

Data services’ use of unique terms also points to
inconsistencies. For instance, data probably are
unreliable if the service provides potential gross
income when the property owner only reported
effective gross income. Potential gross income typically
indicates the service used rounded figures in the cap
rate calculation, likely resulting in inaccurate data.
“Sales Disclosures Are Valid.” About a dozen non-

opportunity to meet other students their own age and,
to some degree, recreate an on-campus living experience
in an off-campus setting.

If you're ready to be a landlord to this growing market
segment, there are three things you should consider:
1) Control or minimize property expenses. Whether
you hire a property management firm to handle your
property or not, expenses can erode potential gross
rental income.

2) Make sure you have an authorized parent or guardian
guarantee and sign the lease. Most students’ intentions
are admirable when it comes to paying rent, but
remember, they’re students, and might not be able
to afford the rent without assistance from their parents.

3) Be sure to collect a security deposit for each lease
you have. If there are multiple roommates, collect a
deposit from each tenant. If there are disputes later
as to which party is responsible for any damage(s),
you will be protected.

If 1 can answer any of your commercial real estate
questions, please call me at (843) 448-7653.

disclosure states do not require sellers and buyers
to document sales prices. Unless a state requires a
separate disclosure instrument for determining the
sales price, actual sales prices must be verified.
A problem in many non-disclosure states is inconsistent
sales data. The buyer, seller, or another party in the
transaction should be a reliable source for verification.
At least two different sources should confirm the
sales price.

“Historical Projections Are Reliable.” This fallacy is
often overlooked, but differences become magnified
when using older data. Cap rates usually are calculated
based on the prior year’s income and expenses.
Although the income projection is for the next 12
months, the cap rate is based on the prior 12 months.
This discrepancy can produce inaccurate results when
the economy or the local real estate market is
changing.



Practice Due Diligence: You’ll Thank Yourself Later

by Ken Marlowe, CCIM - Vice President

The old adage, “Look before you leap,” is sound
advice when you're preparing to purchase commercial
real estate. Knowing as much as possible about your
potential investment is just good business.

“Due diligence” is the process of investigating and
examining the details regarding the property you plan
to purchase.

Ideally, the process should begin prior to making an
offer on the property. In addition, you can make
provisions in the sales contract that will allow you to
review information and have inspections conducted
before the transaction closes. Here’s a brief list of
due diligence items to consider:

Ownership Data

The best place to get ownership information is the
county courthouse. Documents required to be recorded
include deeds, mortgages and other liens and
subdivision plats. They will usually be found in the
“recorder’s” office or the tax assessor’s office.

Municipal Records

These records can be of interest and assistance to
you in knowing as much as you can about the property
you are contemplating purchasing. Visit the city or
county government offices and review actions taken
affected the property or items that may affect it in
the future.

Utility Maps

Maps that show the locations of various utilities
on or near the property can be very useful. Water
and sewer, electrical and gas line routes and
easements are all important to the property and
may impact future decisions. Consult the specific

utility companies or the county planning commission
to obtain maps.

Zoning
Zoning can be a tricky issue, but it need not be. Your
local zoning officer can be of assistance in explaining

and clarifying current zoning. In addition, you will be
wise to determine if there are any pending zoning
requests or variances that may affect your property.

Proposed Highways

Changes in highways, roads and streets can alter
traffic patterns, impacting your property. In addition,
there could also be ingress and egress issues to
address. Therefore, it is important to be aware of any
propose changes and/or improvements to the highways
near your property. Consult your local planning
commission representative.

Flood Maps
You can find out if your property is
located in a flood zone by
visiting your local
municipality
and
reviewing the flood maps. Call us at

(843) 448-7653 for more information.

Understanding Title Insurance - (part two of atwo-part series)

an interview with Wayne Patrick Mumford, Attorney at Law - McCutchen, Mumford, Vaught, O’Dea & Geddie, P.A.

Q. Inour last interview you recommended clients
purchase title insurance. Can you elaborate?

A. Yes, | do recommend it. As | said before, | can’t
imagine anybody not buying title insurance. If for no
other reason, protection against unrecorded mechanics
liens is worth the cost of coverage. In addition, it just
makes good sense. For most people, buying real
estate is the largest purchase they will ever make,
so it simply seems logical to me that they would want
to ensure that their property is free of any title defects
that may exist. Few people would choose not to protect
their home against fire or other damage covered by
a homeowner’s insurance policy. Why would anyone
take the risk associated with not having title insurance?

Q. All mortgage lenders require a title search
to be performed prior to the loan closing. Isn’t
that sufficient to protect a new property owner?
A. No. It is not sufficient protection. The purpose of
a title search is to also ensure that the mortgage
lender enjoys a first mortgage position prior to the
disbursement of the funds they are loaning the
borrower. An owner’s title insurance policy guarantees
to the property owner the real estate he purchased

is free of any title defects that may exist. Such defects
are outstanding mortgages, unrecorded mechanics
liens or other ownership claims. The title insurance
company insures the owner for the total amount of
the purchase price of the real estate.

Q. What is a mechanic’s lien?

A. A mechanic’s lien or materialman’s lien is a claim
filed against the property made by the contractor or
supplier for non-payment of services and/or materials.
The lien attaches to the property on which the work
was performed.

Q. In order for it to be valid, doesn’t it have to
be recorded like a mortgage?

A. No. After work is substantially completed, an
unpaid contractor or materialman has 90 days to file
a lien. For example, on January 1 a brick mason
builds a patio for a homeowner who is selling that
house. The house sells on February 1 and a mortgage
is filed. On or before the end of March the brick
mason can file a lien and have priority over the recent
mortgage lender even though it was not filed prior
to the mortgage. Conceivably the unpaid lien could

cause the property to go into foreclosure. With title
insurance, the insurance company would pay the
mechanic’s lien or bond it off to protect the
policyholder, in this case the homeowner.

Q. What has your experience been with regard
to the way most borrowers regard title insurance?
A. Well, as is the case in most types of insurance,
we never really give it much thought until we have
a claim, then we appreciate what it’s intended to do
- financially protect us against potential loss.

Most people don’t understand title insurance. | would
recommend that potential borrowers research the
basics of coverage, understand the purpose of title
insurance and read about the horror stories uninsured
borrowers experienced. Then, trust your attorney.

The attorney is legally and ethically bound to serve
the client’s best interest. In fact, the SC Department
of Insurance thinks it is so important that it requires
closing attorneys to have a form signed by borrowers
accepting or declining title insurance coverage.

For more information on title insurance, call attorney
Wayne Mumford at (843) 449-3411.
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2511 N. Oak Street MYRTLE BEACH

PO Box 246 29577
Myrtle Beach, SC 29578

Phone: (843) 448-7653 South Carolina office

Phone: (910) 209-6086 North Carolina office

Toll Free: (866) 328-7658

Fax: (843) 626-4363

www.hbsprings.com

T. Van Davenport, Managing Partner - Ext. 233
Ken Marlowe, Vice President - Ext. 240

Val Trask, Senior Associate - Ext. 242

Bob Powell, Associate Broker - Ext. 237

Traditional Values ~ Alternative Solutions

The articles contained herein may not be reproduced in whole or in part without the express written consent of H.B. Springs Co.
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OFFICE COMPLEX

This is a sample of available inventory. Please visit www.hbsprings.com to view our complete inventory
or contact our office to discuss your investment needs.

DEVELOPMENT ACREAGE

=210’ Oceanfront, Hi-rise Site

«112.00 Ac Latta, SC

«10.67 Ac Betts Rd., Murrells Inlet, SC
«8.70 Ac Loris, SC

=84.01 Ac SC Hwy 378, Conway, SC
=20.40 Ac SC Highway 544, Socastee, SC
=17.15 Ac US Highway 17, Calabash, NC
=120.00 Ac Nichols, SC

=28.84 Ac SC Highway 57 N., Little River, SC
=24.50 Ac Cultra Rd., Conway, SC PENDING
=10.00 Ac off Holmestown Rd., Socastee, SC
«32.45 Ac Sunset Beach, NC

«20.00 Ac Green Sea, SC PENDING

=25.90 Ac US Highway 501, Conway SC

COMMERCIAL LAND

=.70 Ac US Highway 501, Conway, SC

=.80 Ac SC Highway 707, Murrells Inlet PENDING
=2.81 Ac SC Highway 544, Conway, SC

«3.80 Ac US Hwy 501, Conway, SC PENDING
=Office site near Conway Hospital, Conway, SC
«3.00 Ac US Hwy 17, Murrells Inlet, SC SOLD
=1.47 Ac US Highway 17, Surfside Beach, SC
=2.65 Ac Hwy 17 Bypass, Surfside Beach, SC
=1-5 Ac Commercial Sites, Burcale Rd., MB, SC
=Redevelopment Site. 62nd Ave. N., MB, SC
=1.0 Ac Burcale Rd., Myrtle Beach, SC SOLD

Our firm offers professional leasing and
management services, currently managing

in excess of 338,000 square feet of
office, retail and warehouse space
Call for a confidential asset review.

FOR LEASE

=400-800 sf Office
=400-800 sf Warehouse
=1,400 sf Retail

«1,514 sf Retail

«1,700 sf Office

«2,370 sf Office

«2,400 sf Retalil

=2,500 sf Office

=4,000 sf Office/Warehouse
=4,025 - 4,098 sf Warehouse
«5,067 sf Warehouse
«8,867 sf Warehouse
=10,000 sf Retail

«27,500 sf Office/Warehouse
«30,000 sf Retail

=Office Condos - Under Construction

All measurements are approximate and subject to final review and inspection.



REAL ESTATE APPRAISALS: What You Should Know

by Fred Beall, CoxBeall & Associates, LLC
Commercial Real Estate Appraisers & Consuliants

Q. I plan to buy an investment property and pay
cash. Do | need to have an appraisal done?

A. Since there is no mortgage lender, an appraisal is
not required for such a transaction. However, there
are several reasons it may be a good idea to have an
appraisal performed. First of all, unless you are
absolutely certain of the property’s value, an appraisal
could be commissioned to determine if the value of
the property is the same as the sales price. Another
reason to have an appraisal may be to know what the
replacement cost of the property would be for insurance
purposes.

Q. I want to sell a tract of land I’'ve owned for
some time. A similar tract a few miles away sold
for $23,000 per acre. Is it safe to assume that
I can sell my land for about the same price?

A. It's difficult to”assume™ that your property is worth
roughly the same as a “similar” property sold for
without knowing more about both properties. Appraisers
use comparable sales data in the valuation process,
but there are many factors and characteristics that
may separate the two properties, making them less
“similar” than you may think. For example, one property
may be situated in a lower-lying area than the other,
therefore facing potential drainage issues before it
could be substantially developed - if indeed it could

be developed at all - given federal wetlands guidelines.
In addition, ingress and egress may be less desirable
for one property versus the other, as well as the simple
but true real estate rule of “location, location, location.”

Making even educated assumptions about similar
properties could cost you thousands of dollars if you
find out later that you could have sold your property
for much more than you actually did. Conversely, if
you priced your property higher because the other
property sold for that price, it could take much longer
to sell the land than you anticipate. A thorough appraisal
by a qualified real estate appraiser will not only give
you peace of mind, but will likely pay for itself many
times over.

Q. My wife and | own a substantial amount of
rental real estate that we plan to divide among
our children. How can we ensure that we are
being fair in the distribution of the property?

A. Assuming that you want to avoid “shared ownership”
between the children, the best way to get an overall
valuation of your rental properties is to have an
appraisal performed. Our firm does a substantial
amount of appraisal work for estates and trusts.
Separate and independent appraisals can be performed
for each rental property to determine their present
value and give you a basis on which to distribute the

property more fairly and equitably than, say, on the
basis of the income it currently produces. Income
production, of course, will be a substantial factor in
the appraisal process, but there are other factors that
we will take into consideration when giving an opinion
of each property’s value.

“A thorough appraisal by a
qualified real estate appraiser
will not only give you peace
of mind, but will likely pay
for itself many times over.”

Q. What will an appraisal tell me that | may not
have already known about a particular property?

A. The quick answer, of course, is the appraisal will
give you the current value of the property, but there
are several other pieces of information that you will
receive. An appraisal will give you details about the
subject property along with side-by-side comparisons
of other similar properties, or “comparables.” An
appraisal may also give you a current evaluation of
the overall real estate market in your area. In addition,
an appraiser will include statements regarding any
issues he or she feels may be harmful or detrimental
to the property’s value, such as poor access, drainage
problems, or obvious construction flaws or damage.

NEW LASER TECHNOLOGY IMPROVES SURVEYS

Excerpted from an article by Nigel Gardener, Survey Project Manager
Thomas & Hutton Engineering Co. (from Professional Surveyor Magazine)

Laser scanning technology has been around for
a few years now and, like many such advances,
it’s taken a little time for surveying firms to
utilize them to their fullest capacity.

Our company has been successful in a number
of recent projects in which we integrated the
laser scanning system into our everyday survey
operation, creating a satisfying and profitable
blend of new technology and traditional methods.

Much like the Global Positioning System (GPS),
laser scanning equipment is really nothing more
than another tool made available to the survey
profession and should only be considered as such.

Laser scanning has many applications in surveying
with the vast majority coming in the category of
as-built surveys. One of the most notable examples
of a common survey project completed using

conventional survey techniques augmented with
laser scanning data was work performed for the
City of North Myrtle Beach.

U.S. Highway 17 that runs through North Myrtle
Beach has long been a busy bottle-neck, especially
during the peak seasons. The City identified four
major intersections that had become problematic
over the years and cited them for modification.
The agreed-upon solution would add extended
turn and acceleration lanes to get travelers on
and off the highway as efficiently as possible.
The first order of business? Get the existing
conditions.

Surveys like this have been done conventionally
for generations. So it was possible to complete
it using conventional equipment and techniques,
though time was working against us. It could
also have been done using laser scanning almost

exclusively, but there were additional logistical
challenges.

Our decision was to utilize both the laser scanning
technology and conventional surveying techniques
to complete the project.

By using the scanner to do what it does best,
and enabling our more conventional methods and
manpower to “fill in the blanks,” we were able
to accomplish the task at hand. By evaluating
and offsetting the weaknesses of each technology
with the strengths of the other, we were able to
produce an acceptable composite survey in a
minimum amount of time — without wasting
precious crew hours and without delaying traffic
or creating safety hazards.

In short, incorporating new technology into
existing methodology got the job done.



