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In the Houston real estate market, sometimes your end goal can be overshadowed 
by the process of how to achieve it. Development is a challenge, even in a city with 
no zoning laws, as Oxberry Group learned when it eyed a 1.5-acre property at the 
corner of San Felipe and Chimney Rock in Southwest Houston. The intersection 
appeared to be the ideal site for a luxury retail development, but there was a  
reason no developer had touched it yet.

“That land has been in a deed-restrictive association for more than 80 years,” 
principal Sean Jamea told those in attendance at REDNews’ Houston & Southeast 
Texas Development / Redevelopment Summit.

Seeing that obstacle, Oxberry led a nine-month marketing effort to educate 
homeowners in that association, Briarcroft, about the project and Houston’s ever-
changing real estate market. In the process, Jamea said he got to learn about the 
area as well. 

“One homeowner shared that when she was young, her house was on San Felipe and   
she used to ride her horse up and down San Felipe and Chimney Rock,” he laughed.

Oxberry’s work paid off. It needed 191 of Briarcroft’s 285 households to sign off on its 
plan and remove the property’s deed restrictions. In the end, 199 approved.

“It’s hard to get ten people to agree on anything, but it is possible,” said Jamea. 
“That’s probably the fifth or sixth deal in which we’ve led a very strong marketing 
effort to make people understand that Houston is changing. This was not the way 
Houston was planned.”

The company paid the association nearly $1 million for the property, a parcel many 
homeowners didn’t realize they owned.

“It’s a really tradable right that they have in their association,” Jamea said.

The resulting development is the Shops at Tanglewood, a two-story retail center 
that’s currently leasing retail, restaurant, medical and service space. 

“My family lives nearby and they ask me daily what’s going in in that project,” 
noted fellow panelist Ashley Strickland, vice president of NewQuest Properties’ 
healthcare & wellness division. “You’ve really kicked off and spurred a lot of great 
new development.”

She knows well the battle over restricted property. NewQuest is near execution on a 
4-acre site just south of its Kroger development at I-10 and SH-99 in the Katy area. It 
will feature a 40,000-square-foot multi-disciplinary medical facility.
“It’s been a long time coming to even get to the point of a lease signature,” 
Strickland told the audience. “Kroger had an REA that encompassed any new 
developments thereafter, including these four acres.”

She said her company successfully worked with Kroger to get some of those 
restrictions amended.

“We’re finding a lot of grocers and big-box anchors see the benefit of having 
medical and alternative uses such as fitness and entertainment alongside their 
projects,” said Strickland.

It’s an evolution, she explained, from older leases, some of which wouldn’t allow 
leasing more than 10 percent of the total gross leasable area to medical, office, 
entertainment and fitness.
 
“Frankly, those are really the active tenants that are coming into projects and 
expanding,” Strickland said. “It’s an interesting time. As long as you keep your 
periscope up and you’re really aware of the best uses that work together and how 
to strategize in the long run, I think you’ll end up with a great result.”

“... something more …”
Property restrictions are just one of the challenges facing developers in Houston and 
Southeast Texas these days. Municipal cooperation can be another. 

“We have a lot of municipalities we deal with,” said Kenneth Katz, co-founder of 
Baker Katz, adding that it can be more difficult to work with smaller communities. 

The reasons for that can vary, though a disconnect between expectations and economic 
reality can be one.

“An example: everyone goes by CityCentre and they see a great project created by 
Midway. They have visions for CityCentre in their small town,” Katz said. “Developers show 
up and want to build a shopping center, or whatever the case may be, but cities have the 
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freedom to push back. They’ll say, ‘Wait, we want to see 
something more, like what you’ve got over here.’”

He said trying to bridge that gap can be a challenge. 
But vision isn’t the only barrier to significant 
development; sometimes staffing is as well.

“They want their markets to be developed in a true 
fashion, but candidly, they’re still staffed as a less-
than-10,000-population type of a system,” Strickland 
added. “We have to have a conversation: ‘If you’re 
going to have us execute on this timeline, then we also 
need you to execute alongside us.’”

By contrast, the City of Houston received a lot of praise 
from panelists. Katz called it “a very development-
friendly city.” 

“NewQuest has a strong name and presence here in 
Houston. We’ve always been fortunate to have pretty 
ideal relationships with the city and get the approvals 
we need to be able to execute our vision,” said 
Strickland.

Jamea echoed that, citing The Mondrian, a high-rise 
condo development in the Museum District that 
Oxberry recently completed. The 68,000-square foot, 
8-story building went up on a 13,000-square-foot 
property, a project so dense, he called it virtually 
“impossible.”

“The city has to work with you all the way to the end 
because utility issues come up constantly and it isn’t 
possible to know that from the beginning,” said Jamea. 
“We have found that the city has been helpful in 
understanding the complexities of dense projects and 
helpful in resolving that through the project.”

“... a more dense Houston 
…”
The density of the project can be another complication, 
according to Jamea.

“Really dense development all comes down to parking,” 
he said. “Parking is the only thing inside the city that 
differentiates one project from another.”

Oxberry is currently building a 20,000-square-
foot multi-use investment space in Midtown. 
City regulations mandate that 160 parking spaces 
accompany the project. 

“That would totally kill the deal,” said Jamea. “We 
went to the city and asked for a variance. The city was 
responsive and we were able to do the project with 33 
spaces.”

The problem isn’t solved completely, however. Tenants 
need spaces for customers and employees.

“We’ve successfully been able to convey to tenants that 
they either pay us $45/SF for rent and get 33 parking 
spaces or they pay $85/SF and get 160-space structured 
parking,” said Jamea.

The development, which just started construction, is 
almost 100 percent leased out.

“Tenants understanding,” Jamea added. “It’s not going 
to be, business as usual, and they are going to have to 
adapt to a more dense Houston.”

“... an opportunity or not? 
…”
Behind the popularity of dense projects is, more often 
than not, the cost associated with developing the 
property. The pricier the lot, the more motivation to 
increase the bang for the buck.

“It’s impossible to do a low-density project in any of 
these places in the city when land prices are more than 
$150/SF,” said Jamea.

Competition from multi-family and senior living groups 
are helping drive those costs up. 

“They’re coming in and temporarily or artificially raising 
these dirt prices to $150-plus a foot. That doesn’t make 
sense for a retail development. We can’t even get in 
the game,” Strickland said.

She predicted, as it always does in the cycle, multi-
family will plateau and back off in purchasing. However, 
Strickland added,  "there’s still growth to go".

“Our general population is growing at 100,000 new 
residents a year, so the rule of thumb is usually a 
fourth of that needs to be in new multi-family units. 
That means around 25,000 and I think we’re at about 
20,000 today,” she said. “At the end of the day, it’s 
more of a benefit than a deterrent, but it’s certainly 
something we always have to watch: at what point are 
we in that cycle and does it make sense to jump on an 
opportunity or not?”

While new development, which is a focus of NewQuest, 
learns how to cope with its cost challenges, firms, such 
as Baker Katz, that primarily deal with redevelopment 
are dealing with their own.

“One is just latent conditions. When you’re taking an 
existing building and retrofitting it, there are just so 
many surprises that you encounter as you’re going 
through that process,” Katz said. 

Another factor involves working on a property that 
already has existing tenants. 

“That adds a level of complexity. We’re working around 
existing businesses that are open and operating, so we 
want to minimize destruction to those businesses,” said 
Katz.

“... a different animal …”
Those issues are more pertinent than ever as 
redevelopment sees explosive growth due to the retail 
landscape’s evolution. 
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“The internet’s stepped in and retail’s a different animal than it was,” said moderator 
Patrick Duffy, president of Colliers International’s Houston office.
As big-box retailers such as Toys ‘R’ Us and Sears shutter stores nationwide, 
developers have an opportunity to turn what didn’t work into something that will: 
lifestyle concepts that mix a variety of retail with green space.

“You’re laying out buildings in an open-air setting, so each retailer has its own 
specific storefront. That’s coupled with amenity-driven space, such as parks. You’ll see 
a lot of restaurants and service groups,” Strickland explained. “For a family of four, 
while the wife’s shopping, the husband with the two kids can take the kids out to the 
park and have a nice day.”

The layout is markedly different from the traditional mall, which is all interior facing. 
Many malls are rethinking the layout of days past. Strickland highlighted the San 
Jacinto Mall at I-10 and Garth Rd. as an example.

“The closure of Sears has helped them be able to redesign that overall layout and 
bring in some really neat, new visions,” she said. “I think when a big box closes, 
there’s a quick knee-jerk, ‘Oh my gosh, what are we going to do? Is it going to sit 
vacant?’ I actually think it creates new opportunities.”

Added Duffy: “This is has been a successful mall. They’ll tear that down and spend 
$300 million freshening up, revitalizing and making a mall that’s currently doing 
quite well pertinent for the next 20 years.”

Note that these examples are not of malls closing down, but simply maturing. 
Rumors of retail’s death have been greatly exaggerated, per Katz, who points out 
that most retailers fail due to poor location, poor operations, poor merchandising or 
poor customer support.

“Today, any time a retailer fails we overlook all those possible causes and we 
immediately blame it on the internet,” he said. “There’s no doubt that the Internet 
has an effect on it, but I think that retail’s probably getting a disproportionate 
amount of attention in society and among the mainstream media as an industry 
that’s particularly susceptible.”

“... 2020 and beyond …”
Redevelopment is also a theme in the office market, said Duffy. 
“There’s far more money being plowed into buildings that were built in the ‘80s, 
some of them in the early 90s. All of the office owners in downtown are putting 
millions and millions of dollars into their common areas, adding the types of 
amenities that they’re seeing in the new buildings,” he said. 

The reality, Duffy added, is that to hold on to office tenants, property owners need to 
offer what people are looking for in 2020 and beyond in terms of amenities. 

“The old buildings are being vacated because there’s a drop in quality. If you don’t 
maintain the quality of your building at a competitive level, you lose,” he said. “So it’s 
a redevelopment opportunity of existing office structure that will stay an existing 
office structure.”

Duffy also addressed the state of the land market in Houston, noting that there’s a 
shift away from buying raw. Instead, buyers are looking at older industrial product. 
He called it a “cash-flowing land play.”
From their perspective, they really own a multi-tenant mixed-use site, an apartment 
site that’s just waiting for the market to be right,” Duffy said, “They’ll sit on them and 
gradually stop renewing the tenants that are in there. It’s the ultimate land banking 
with a little bit of cash flow. We’re seeing a lot of that. Houston’s ripe for this.”

(For more about the Houston-area land market, read Land Development in SETX on 
page 12.)

“... a very dynamic market …”
Though development in the city of Houston comes with a unique set of challenges, none 
are insurmountable. In fact, our REDNews summit panelists suggest they help set our 
market apart from others.

“Our population growth, our income, our jobs, everything here makes this a very 
dynamic market that’s going to keep changing,” Duffy said. “People, like our 
panelists, will make those changes come to life and keep this a city we can all be 
proud of.”


