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F

ollowing are selected highlights of
remarks by Mark Fitzgerald and the
High Real Estate Group leadership team
to the Lancaster Commercial & Industrial
Real Estate Council webinar in February
2021. Download the slide presentation:
https://bit.ly/3uhYegS.
COVID Cases Are Declining –
Pennsylvania followed the national
trend, as new cases dropped 57-percent

High Associates’ virtual C& I Council. Top row, l-r: Bill Boben, CCIM, SIOR Senior Vice President - Sales/
Leasing; Brad Mowbray, Senior Vice President & Managing Director - Residential; Mark Fitzgerald, President
and COO, High Real Estate Group. Bottom row, l-r: Mike Lorelli, Senior Vice President – Commercial Asset
Management; David Aungst, President - High Hotels Ltd.; Powell Arms, Senior Vice President and Managing
Director of the Retail Division.

in January. Some health experts believe
we may have begun the process of
achieving natural herd immunity. A
recent preliminary study from the National
Institute of Health found that confirmed
cases may only account for 15-25 percent
of the actual number of people infected,

greatly increasing the number of people
with natural immunity. As we ramp up
the number of vaccinations over the next
several months, we could see up to 75-85
percent of the population with some level
of immunity by the end of the summer.
continued on page 3

The Greater Lancaster Heritage Pathway
By Mike Domin, Principal Planner, Lancaster County Planning Commission

O

ne of the unanticipated impacts of COVID-19 is the
dramatic increase in the use of outdoor recreation
facilities. Parking lots of the county’s most popular parks,
trails, and nature preserves are filled with families and others
seeking outdoor adventures.

A shared-use trail is one that can accommodate multiple types
of non-motorized recreational uses such as bicycling, in-line
skating, walking, running, cross-country skiing, and, in certain
circumstances, equestrians. Most of the shared-use trails have
gentle slopes, making them accessible to wheelchair users as
well. The County’s shared-use trail network is extremely popular
for those seeking safe places to exercise and recreate.

Lancaster County is fortunate to have a mix of outdoor
recreation facilities available to the public to accommodate
this surge. In addition to state, county, local parks, open spaces,
as well as natural lands owned by the Lancaster Conservancy,
the County has a growing network of regional shared-use
recreation trails.

While progress on the development of a countywide trail
network has accelerated in recent years, there is still one area
of the county that is underserved by shared-use trail facilities:
the Lancaster Metro Planning Area.
continued on page 8
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President’s Message
This February we
had our first-ever
virtual Lancaster
Commercial and
Industrial (C&I)
Real Estate Council
annual meeting.
For those who
joined us, we
shared several
reasons to be optimistic. First and foremost,
vaccines are on their way. With an aggressive
rollout, and strong acceptance by the general
public, we can reasonably hope and expect to
be back to working together again by mid-year.
This issue of Real Estate Matters includes
highlights of my remarks and those of our asset
class leaders on what you can expect from the

economic recovery and what it means for each
asset class. You can find the slide deck at:

https://www.highassociates.com/
news/2021-ci-council-download/
Thanks to High team members Joy Dickson and
Bree Robinson who worked so hard to put the
program together and bring it off flawlessly.
I’m looking forward to next year’s C&I when I
firmly believe we will be able to meet in person
as we have for 34 of the past 35 years.
Here you’ll also find valuable insights from
our team members Ruth Devenney and Greg
Cassel, both of whom have deep experience
working on behalf of our clients’ success. And,
I’d like to draw your attention to the thoughts

of two of our community partners who have
helped make possible the Greater Lancaster
Heritage Pathway and its link to Greenfield.
Mike Domin of the Lancaster County Planning
Commission and Ralph Hutchison of East
Lampeter Township. This important recreational
trail network will support and enhance the
quality of life we enjoy in Lancaster County,
and is exactly the kind of public-private
partnership that High seeks out and advocates.

Mark Fitzgerald
President and Chief Operating Officer
High Real Estate Group LLC
717.293.4466
mfitzgerald@high.net

Five Key Elements to Consider
When Leasing Space

By Ruth Devenney, CCIM, SIOR, Associate Broker, High Associates Ltd.

A

fter you determine the vicinity in which you want your
business to be located, consider these other five key
elements when leasing commercial or industrial space.

			 carpet and solid core doors will avoid having the space look
			 worn in the first few years.
		 • If you’re paying the electric bills, consider adding energy
			 efficient lighting during the construction phase. The
			 payback period for this improvement is often between
			 two to three years.
		 • A permit is required if walls are added, plumbing is
			 modified, or HVAC systems are modified. Choosing a
			 space that most closely matches your needs will prove to
			 be the economical choice.
		 • Have the landlord provide proof that they have a
			 Certificate of Occupancy so your business can legally
			 operate in the space.
2) Compare costs accurately
		 When looking at several spaces, create a matrix so that all
		 costs are compared side by side. This will help the tenant
		 make the best decision.
		 • Rent. Does this include the complete tenant improvements?
			 If not, the amortized amount of your improvements should
			 be added to the cost.
		 • Common Area Maintenance and Taxes. Get a breakdown
			 of these costs so that you are comparing different spaces
			 accurately. Have the landlord provide a history of the

1) Making tenant improvements
		 • Is the landlord including all improvements? Will the landlord
			 handle all permitting and architectural costs? Typically, data
			 and telephone wiring are not included.
			
			
			
			
			

If the landlord provides a dollar allowance for improvements,
you as the tenant should determine the actual cost to know
what amount will not be covered in the allowance. You may
have to pay for this differential in cash or have it amortized
into the rent.

			
			
			
			
			

If the improvements are more than cosmetic, which is
carpet and paint, a percentage of the total cost of the
improvements may have to be added to enhance ADA
issues. What may be perceived to be a simple plan suddenly
becomes more complicated and expensive.

		 • Include the Scope of Work and blueprint of the finished
			 space as exhibits in the lease. This enables the tenant and
			 the landlord to know what is included in the commitment.
			 It prevents you from expecting more than what was priced
			 and the landlord from delivering short of your expectations.
		 • Know what materials will be used. Most leases are five years
			 or more when a build-out is involved, so a good quality
High Real Estate Group LLC
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C&I Council: Recovering from COVID-19 continued from page 1
Uncertain Economic Recovery – After 10 years of steady
economic growth of approximately 2 percent per year, the US
ended 2019 with a record gross domestic product (“GDP”) of
approximately $19.25T. As the first quarter of 2020 ended, the
US economy suffered a 5 percent drop in GDP as we began
to feel the impact of the pandemic. In the second quarter, the
economy experienced a 33 percent drop in GDP, bottoming out at
$17.35T. The economy regained some lost ground in the second
half of the year, ending 2020 down 3.5 percent from the previous
year’s high. The Federal Open Market Committee forecasts 2021
GDP growth of 4.2 percent. Keys to a strong recovery include: 1)
effective delivery and acceptance of vaccines, 2) potential impact
of variant strains; and, 3) transition to a new administration.

Savings ($T) / Personal Savings Rate

Disposable Income ($T)

Personal Disposable Income and Savings – Despite the
pandemic, disposable personal income rose in 2020 without
any direct aid from the federal government. The $200B
increase in Wages & Salaries was augmented by a $1T federal
stimulus including PPP, CARES Economic Impact Payments, and
increased unemployment insurance. At the same time personal
consumption decreased by about $500B, increasing net savings
by $1.7T to a total of $2.9T or 16.4 percent of income, up
from 7.5 percent in 2019. There is a tremendous amount of dry
powder ready to be spent to fuel the economic recovery once
COVID restrictions are lifted.

People Out of Work During the Pandemic
Millions
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Nearly Nine Million Remain Unemployed – At the peak of
the economic shutdown in April and May, the economy lost over
25 million jobs. As we ended 2020, we had recovered nearly
16 million jobs; however, 5 million people remain unemployed
and 4 million people have left the workforce. Some sectors
have fully recovered; however, leisure, hospitality, education and
government significantly lag other sectors as these industries
continue to operate under limited capacity orders from State and
local governments.

-25
-30

Mar Apr May June July Aug Sept Oct
Unemployment Effect

Nov

Dec

Labor Force Effect

Source: US Bureau of Labor Statistics

and developments in almost every class. The outlook for the
industrial and apartment sectors continue to lead other asset
classes. Cap rates for apartments and warehouses remained
relatively flat. Surprisingly, suburban office cap rates decreased

Sentiment for Real Estate Investment – Nationally, real estate
investors are less optimistic about the prospects for acquisitions
High Real Estate Group LLC
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C&I Council: Recovering from COVID-19 continued from page 3
36 basis points while CBD office increased 13 basis points as
investors anticipate a potential long-term shift from the urban
core to the suburbs. The shift is driven in part by COVID, but
also by the migration of millennials starting to have children and
moving to the suburbs. Not surprisingly, cap rates were up 55
basis points for retail strip centers and 35 basis points for limited
service hotels.

Underwriting Criteria are Tightening – There’s still plenty of
capital available for all asset classes, with the notable exception
of hospitality where deals are harder to get done. Deals are
getting done but they require more equity and a strong seasoned
sponsor. Underwriting for all asset classes are more conservative.
That said, the all-in cost of capital is still very attractive.

Lancaster Market –
Key Observations by Asset Class
Office and Industrial
Mike Lorelli
Senior Vice President – Commercial Asset Management, High Associates Ltd.
717.293.4410 | mlorelli@high.net
Office – suburban office is doing well; however, the urban core has suffered as more
companies move to a work-from-home (‘WFH”) format. WFH in the US is likely to remain
at least “sometime” (one to three days per week) over the foreseeable future.
In Lancaster, two projects were completed in 2020 for a total of 31,500 square feet.
Four new projects are proposed or under construction totaling 165,209 square feet.
Existing product is leasing at $23-26 square feet gross, with new product realizing a
significant premium of $32-36 square feet gross. Class A Office absorption is down about
25,000 square feet, with nearly 100,000 square feet available. Class B/C realized about
44,000 square feet negative absorption. Business centers had modest negative absorption
of 13 percent, with approximately 3 to 4 years supply. “Office areas will increase for
employee comfort and safety, with increased space between employees and minimizing
touch points. The tight spaces of open floor plans didn’t improve collaboration, the trend
toward less densification is underway.”
Industrial – E-commerce continues to accelerate demand for warehouse space as we shift from a just-in-time to a just-in-case
supply chain management model. To decrease risk in our supply chain, many companies are moving to a “China +1” strategy,
either onshoring or moving production to other countries. Increasing demand for industrial space further, inventories are
increasing from 15 to 60 days.
Locally, the industrial market saw two new projects totaling 342,800 square feet of new construction in 2020; four buildings
totaling 648,394 square feet are shovel-ready to meet increased demand. This year, large blocks of space close to one million
square feet will come online in 2021. The lease rates increased by about two percent; existing space is leasing around $6 per
square foot, while new space is commanding a 10 to 20 percent premium. Average market rate for flex increased 3 to 5 percent
to $9.50 per square foot NNN.
continued on page 5
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C&I Council: Recovering from COVID-19 continued from page 4

Multi-Family
Brad Mowbray
Senior Vice President & Managing Director - Residential Division
717.209.4052 | bmowbray@high.net
Multi-family – Demographics continue to support mid to long-term demand for the broader
multi-family housing market; however, we are witnessing a near term shift in preference
from densely populated urban core high rise buildings to suburban mid-rise and garden
apartments. To support the WFH movement, greater focus is placed on high-speed internet,
larger unit sizes and extra bedrooms/dens for dedicated workspace. Locally, there are several
new rental housing projects being planned for Lancaster. While most of these projects are
geared toward the upper end of the market, there continues to be a robust need for quality
workforce and affordable housing.

Hospitality
David Aungst
President, High Hotels Ltd.
717.293.4558 | daungst@highhotels.com
Hospitality – The hospitality sector has been decimated by the pandemic, with the industry
braced for an unprecedented number of foreclosures. Economy and purpose-built extended
stay hotels continue to outperform the rest of the market. We expect leisure travel to driveto markets to recover first followed by small SMORF (social, military, educational, religious,
fraternal) events. In the third quarter business travel should start to return, followed by trade
shows and conferences perhaps in the fourth quarter or early 2022.

Retail
Powell Arms
Senior Vice President and Managing Director of the Retail Division, High Real Estate Group
717.209.4069 | parms@high.net
Retail – Demand for brick & mortar stores are declining at an accelerating rate. While
COVID-19 had an immediate short-term impact, longer term demographic shifts are also
driving the decrease in demand. However, there are several bright spots – Sales in bars and
restaurants were the only in-store retailer to exceed GDP growth over the last 10 years.
Savvy F&B operators have adapted through the pandemic. Entertainment and F&B are poised
for dramatic growth. In the grocery store sector, grocers at every price point are adopting
footprint changes and annual fee subscriptions for curbside pickup and delivery, and
dramatically improving the efficiency of the online ordering and fulfillment process.

High Real Estate Group LLC
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Five Key Elements to Consider When Leasing Space continued from page 2

			 increases in CAM costs so that you can project CAM
			 increases in years to come.

		 • Learn how the landlord will handle the situation if you need
			 to downsize. With a troublesome economy, getting answers
			 to a meltdown situation is important. Sometimes landlords
			 will allow an early termination of your lease term if
			 you agree to pay for unamortized tenant improvements
			 and commissions are paid.
5) Make sure there are amenities nearby
		 • Be aware of food choices for lunch, day cares nearby,
			 hotels for out-of-town visitors, proximity to highways.
			 These items will enable you to operate more efficiently
			 and attract skilled employees.
Leasing space for your business is a complex matter. By carefully
considering and weighing the factors we’ve discussed, among
others, you will position yourself for a successful outcome. High
Associates can help you develop a plan and timeline to help you
achieve your goals. We can assist you with many of the important
steps along the way of closing a commercial property transaction.
Let us know your plans and we will be happy to discuss the
process with you.
Ruth Devenney celebrated her 40th year with High in 2020.
She has extensive knowledge of land development, design,
construction, 1031 exchanges, sales and leasing, and contract
negotiations, and has handled countless
brokerage, construction, and full-service
transactions, including numerous buildto-suit projects.

		 • Parking. If the space in is an urban area these costs should
			 be added. Typically, this costs about $4.00 or more per
			 square foot.
		 • Utilities. If possible, try to get utility costs. This can be
			 difficult to determine if you are a manufacturing business.
3) Choose a quality landlord
		 • The credit worthiness of the landlord is of great
			 importance. You should ask for a Subordination,
			 Non-Disturbance and Attornment Agreement. If the
			 lender takes over on behalf of the landlord, the tenant
			 maintains the lease in place as it was signed.
		 • Verify that the landlord has adequate friendly staff on call
			 24/7 to handle tenant concerns or emergencies enables you
			 to have a safe, worry-free business environment.
4) Plan for growing and downsizing
		 • If your business is growing, plan on the space to be suitable
			 for the mid-point of your lease, for example, plan for the
			 space sizing to handle your needs in your third year, if you
			 sign a five-year lease. Ask for a first right to lease adjacent
			 space. This means that the landlord will notify you when
			 the space next to yours comes available.
			 Consider and plan for expansion into neighboring spaces
			 when you are designing your space. This will prove to save
			 money when it comes time to expand.
			
			
			
			

Ruth Devenney, CCIM, SIOR
Associate Broker
High Associates Ltd.
717.293.4552
rdevenney@high.net

If you are leasing industrial space know in advance what
size increments are in the neighboring space. Even paying a
little more for the neighboring space makes sense if moving
your operation is costly.

High Real Estate Group LLC
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Make Sure Security Deposits
Are Part of Leasing Agreements

By Greg Cassel, CCIM, Commercial Asset Manager, High Associates Ltd.

I

t’s common practice in commercial real estate for landlords to
collect a security deposit when a tenant leases a property. The
purpose of security deposits is to assure that a tenant pays rent
on time and keeps the property in good condition. There are
often limitations on how much a security deposit can be and
how a security deposit can be used by a landlord, which vary by
location. The exact provisions should be clearly defined in the
lease agreement.

the security deposit is applied, including an itemized list of all
the expenses. This will avoid any confusion as to how the money
was spent.
The concept of requiring a deposit to use an item owned by
another is nothing new. Many rental businesses use this concept
every day, and commercial real estate is no exception. The only
real difference is that with a commercial real estate transaction
there is often some flexibility in the terms of the security deposit.
That is why it is very important to document carefully all aspects
related to the security deposit within the lease agreement.

Typically, the amount is usually between one - and two-months’
rent, which is returned to the tenant within 30 to 60 days
following the termination of the lease, less
any deductions for damage to the property
or unpaid balances.
A security deposit provides a landlord
with some collateral in case the tenant
damages the landlord’s property or does
not fulfill their obligations under the
lease. In most instances, tenants abide by
the terms of their lease and the security
deposit is returned after they move out.
However, there are times when tenants fail
to pay rent, damage the property, defer
maintenance, or simply leave the premises
a mess. In these instances, the landlord will
incur costs to get the property back to its
original condition. Most lease agreements
state that it is the tenant’s responsibility to
leave the property in the same condition
as when they moved in, less normal wear
and tear. Therefore, the security deposit
is in place to make sure there are funds
available to restore the property if the
tenant does not.

Greg Cassel provides portfolio analysis and valuation to best
manage High Real Estate Group’s investment portfolio of nearly
nine million square feet of office, industrial, retail, hotel, and
multi-family residential space. His
responsibilities include lease analysis,
lease negotiations, income and expense
budgeting, financial modeling, cash
flow analysis, profitability analysis, and
portfolio asset management.

There is some subjectivity on how a security deposit can be
applied, where it is held, and how the landlord can use the
funds, which is why the lease is very important. The lease
should document:
• The type of account in which the security deposit is held
		 (interest bearing or non-interest bearing)
• Timing as to when the deposit is returned (how long after
		 lease termination)
• The types of expenses the security deposit can be used for
		 (damage to the property, trash removal, burnt out lights,
		 unpaid bills, etc.)

Gregory C. Cassel
Commercial Asset Manager
High Associates Ltd.
717.209.4091
mgcassel@high.net

The tenant should request, and the landlord should provide,
a detailed account statement which demonstrates exactly how
High Real Estate Group LLC
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The Greater Lancaster Heritage Pathway continued from page 1

Lancaster Active Transportation Plan
Proposed Alignment of the Greater
Lancaster Active Transportation Plan
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The proposed trail is a combination of on- and offroad active transportation facilities. It would give over
220,000 residents living in the Metro area direct access
to a safe place to walk or ride, as well as enabling
commuters to access 105,000 jobs within a 1.5-mile
radius of the proposed trail, without the use of an
automobile or mass transit.
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The GLHP is a long-discussed trail concept identified
in both the 2018 County Comprehensive Plan,
places2040, and the 2019 Lancaster Active
Transportation Plan. The proposed shared-use trail
runs approximately 14 miles from Penn Medicine
Lancaster General Health’s Suburban Pavilion, west of
Lancaster City, to the village of Leola in the east.
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Consisting of the city and communities in Lancaster’s
urbanized area, the Lancaster Metro is at the core
of the County. While almost 50 percent of the
County’s population lives in the Metro, shared-use trail
opportunities are limited. This is where the Greater
Lancaster Heritage Pathway (GLHP) fits into the picture.

City Boundary

N

0

0.5

1

2 Miles

Proposed Greater Lancaster Heritage Pathway: Map showing the extent of the primary
and secondary routes of the proposed GLHP from Suburban Pavilion on the west side of
the City to Leola in the east.

View on
East Lampeter
Township Planning
Website

Walnut Street Bike Lane: Lancaster City’s Walnut Street Bike Lane
enables cyclists to ride safely and efficiently through the City. The
parked automobiles provide protection from moving traffic while
the driver-side buffer zone provides safety from opening car doors.

Proposed Walnut Street Extension and Trail: The proposed Walnut Street Extension,
on the east side of the City, will have a shared-use trail that will parallel the new road
for approximately one mile.

Great progress is being made by the communities along the
proposed trail corridor. The City of Lancaster has installed a
protected bike lane on Walnut Street for cyclists heading west.
Engineering plans and permits are underway for a proposed
railroad underpass near the city’s water treatment plant. East
Lampeter Township is partnering with High Real Estate Group,
PennDOT, and the Lancaster MPO to build a mile-long section
High Real Estate Group LLC

of trail on the “Goat Path” that will run parallel to the proposed
Walnut Street Extension.
Like most other regional trail facilities in the County, the GLHP
will take time, partnerships, and funding to stitch together. But
excitement about the trail is growing as progress on each section
continued on page 9
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The Greater Lancaster Heritage Pathway continued from page 8
of the trail is made. When completed,
the GLHP will be a welcome addition to
the County’s shared-use trail network!
Mike Domin is responsible for planning
parks and open space for Greenscapes,
the green infrastructure element of the
Lancaster County Comprehensive Plan.
Mike applies strategies and tools for
sustainable growth and economic vitality
in urban growth areas, for agriculture
and other compatible uses in rural areas,
and for outdoor recreation and related
activities such as walking and biking
throughout Lancaster County.

Mike Domin, AICP
Principal Planner
Land Use and Transportation Team
Lancaster County
Planning Department
717.299.8333
domin@co.lancaster.pa.us
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The GLHP in East Lampeter Township

H

igh Associates has assembled a
great team to work on all of the
preconstruction details related to
the planning, design, permitting and
administration of the project to build
the one-mile extension of Walnut
Street (WSE) and the section of the
Greater Lancaster Heritage Pathway
(GLHP) which will run parallel to the
WSE. High Associates is investing
substantial private resources in this
effort to create a much-needed piece
of public multi modal transportation
infrastructure. They have established
strong partnerships with PADOT,
Lancaster County, and East Lampeter
Township toward this endeavor.
The “goat path” is a piece of public
infrastructure acquired by the
Commonwealth to benefit the public
as a transportation corridor and has
been unused for decades. The portion
of the Greater Lancaster Heritage
Pathway being worked on right now is
proposed to use a portion of the first
mile of this corridor which has a total
length of approximately five miles. This
first mile will begin the “goat path”

section of the GLHP and will provide
the opportunity for both utilitarian
transportation and community
recreation. This resource will serve
both the residents of and visitors to
the Lancaster area. East Lampeter
Township is very excited about the
opportunities that will come with
hosting this section of the GLHP.
Our goal is to construct this first mile
of the goat path section of the GLHP
at the same time as the Walnut Street
extension is being built. The current
schedule anticipates that this will begin
in 2022. East Lampeter Township has
agreed to be the owner and take on
initial maintenance responsibility for
this portion of the GLHP. The Township
is now working to identify and secure
the construction funding needed to
make it happen. Current estimates
are that the construction costs are
approximately $1.2 million for this
portion of the GLHP.
Ralph Hutchison
Township Manager, East Lampeter Township
717.393.1567
rhutchison@eastlampetertownship.org

Services:

Affiliates:

• Industrial / commercial brokerage,
leasing, and development
• Asset and property management
• Strategic planning and consultation
• Corporate real estate services
• Appraisal services
• Construction services
• Architectural design
• Hotels
• Real estate investments

High Associates Ltd.
www.highassociates.com
High Construction Company
www.highconstruction.com
Greenfield Architects Ltd.
www.greenfieldarchitects.net
High Environmental Health
& Safety Consulting Ltd.
www.highehs.com
High Hotels Ltd.
www.highhotels.com
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