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The Caruso Styleof Retail Real Estate Development

Interview by Michael P. Niemira

A Discussion with Rick Caruso

Rick, thank you for sharing your thoughts about the piazzas and, most of all, just hanging out. Theas &

industry. | understand Caruso Affiliated was formeas  strong sense of community, and that was something |

a part-time venture, but today it's obviously your wanted to re-create. We have continued to expadd an

passion and far more than a part-time activity. Cgou improve on that concept with other projects: Thever

tell us some about your early years and how you gotwith its town center; Americana on Brand, which laas

into retail real estate development? residential element and even more public open space
| majored in business at the University of Southernand Arcadia, where we are planning to build thepSho

California, with an eye on earning my M.B.A. and at Santa Anita with green spaces and a performitsg-a

becoming a developer. | loved real estate and awaycenter.

knew that was what | wanted to do—I was just wired

that way. But my dad wanted me to go to law schidel. Caruso's Development and Design Philosophy

, : Your company literature says that your “signature
thought that having a law degree and understaniiieg ‘CarusoStyle’ has become a recognized brand for the

law was important for business. And he was riglduab - .
. . . company and a much-emulated style within the retail

that. I graduited (ljr)d19_83 fand Jomedla Iav;/] ﬂrm_anindugtry)’l’ So what is the Carus)cl) style for retail

experience that did, in fact, greatly enhance my ' ;

understanding of business. At the same time, I buibt development, and how does the Disneyland and Walt

: ; . o
of relationships that have helped me over the ydars géssr;?iﬁewggg steTge;fanr?i Jgure(:allir;t')rni\{a\l/r?mgr i)ilsou
was appointed commissioner of the Los Angeles y y quely :

Department of Water and Power, for example, ant thag:i%Spgrt?FJzt;roﬁgﬁj t\?:ntcuor:ntggl atr; dstgte gll?rbé)’bes
afforded me an opportunity to learn the ins-andsaaft gap y > P y qoamny
how city government works apart and focus on the long run? '
) Co . . We create safe, clean, family-friendly environments
Still, when | was representing people in any kifid o

deal or real estate transaction, | always wantdaketthe WS;E pec)OlE)|eC|(l)|fﬁ to come and spend t|m. In that v
client, not the lawyer. My dad, who started DolRent g y
. ) . say that we are
A Car, gave me my first opportunity to break inealr ot like Disney—
estate in the 1980s. | was able to get a loan fiimen ey
) : though | like to
bank to buy property near the airport becausedresdia oint out that The
contract that committed his car-rental company to?;rove outdrew th
leasing the land back from me. | then began bugioge uvs in Anahei '
property around the airport and leasing it baclottzer g yseven millio
car-rental companies like Budget, Enterprise anis.Av Zo le last vear
As airports around the country expanded, the laides gctfj)all ¥hini<
went up considerably. And I still own most of those Y
! . X . o Walt Disney wa
properties. | did this while | was practicing lawdal one of the trudl
kept at it until the business got big enough fortmelo eniuses  of th
it as a fulltime business. Once that happenedgaibdo g w1
. world, and [I've i
focus on retail developments. learned a lot frontere
| developed my first retail project, Burton Place, how Disne v
1992. It was a tight site with very little publipace; the oberates i
idea was to just build a nice building. My secomajgct r% erties First Street at The Grove
was the Encino Marketplace, where we incorporated R FI) sa .aII this while recognizing that some have
fountain and a courtyard and lots of lush landstapi derisively described us as “Di%ne egs ue” and it
based the initial idea on my experiences in Europere f y g€ “fak ban land yesq » | thinks tis
| was amazed to see people coming in and out of the> 1" creating “fake urban landscapes.” | thinls t
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wrongheaded. Just because our developments are nemegighborhood groups. For us, this is no mere fatyal
doesn’t mean that they’re not real. Everythingesvrat We genuinely want to hear what these different
the beginning. By definition, a place can’'t be iradu constituencies have to say, and we try our bestaitify
with history until it's been around for a while. \&tnthe  any concerns they might have. The thing that always
Romans first built the Coliseum, I'm sure some thecth  amazes me, frankly, is how remarkably easy it igite
their noses at it because it wasn't yet a cla3¢iat’'s the  most people what they want once you take the tone t
nature of architecture. | think the critics are smg the  hear them out.

bigger point. What makes for a true urban landsdape Usually, people are concerned with the quality of
not the style of the buildings or the age of thesomaty  their daily lives. They want us to respect whatytheld

or even the names on the storefronts. It doesrttemso  dear in their community. They want us to be cogmiza
much whether a street has mom-and-pop stores or @f traffic and noise and aesthetic issues. And thagt
dancing fountain and trolley. What a real urbanto have a voice in a project that will have a diiegact
experience is about is bringing lots of people toge—  on their neighborhood.

to shop, to work, to be entertained, to have fanjve,
to interact. It's about creating a community. Ahattis
exactly what we do. That is our signature style.

And, yes, | truly believe that what we've done in
Southern California we can do anywhere. | don'nkhi
depends on climate, or anything else that's pdaticto | learned this lesson early on in my career when |
one region. We build outdoor centers, but thainslar developed the Encino Marketplace. | walked into the
to what people have gravitated to all over the @orl local councilwoman’s office to talk with her abouty
Retailers typically experience their greatest sges  plans, and the first thing she said to me was: KRic
square foot on a street, not at a traditional nmialNew  don’t go near it. You'll never make these peoplppe’
York, it's Fifth Avenue. In Chicago, it's Michigan The property butted right up against the neighbor’s
Avenue. In Paris, it's the Champs Elysée, and im&o backyards, and they were concerned about the crowds
it's Via Veneto. What we are doing is the same ghin and gridlock and what we were going to do with the
We are creating great streets that echo the humalandscaping that separated our development frornn the
experiences found on these historic boulevards. houses. The first thing we did was meet with the

As for being privately held, yes, that's helpful. | homeowners to ask them what kind of stores andsshop
don’t worry about all the things that a public cang  they felt would add value to their neighborhood. We
has to worry about. Their view is quarter to quattde  asked them where they thought the parking lot shoul
have an opportunity to take the long-term view bgea be. And we told them that they could choose the
we don’t have outside partners or investors. Anccere  landscaping—because they were the ones that would
make decisions quickly because we are nimble amd ha have to look at every day. Not us. (We even putitbe
the financial strength to invest in our vision. a bus and took them to a tree farm so they cowlkl quit
exactly what they wanted). With those few simplésac
with that relatively small investment, we won ovke
neighborhood.

There are countless examples like this at every
project we’'ve undertaken since. For instance, aité5a
Anita, where we originally had hoped to build hagsi
we wound up eliminating that part of the projedeaf
area residents complained that their schools wesady
overcrowded.

In 1996, theLos Angeles Business Journalubbed you
“Developer of the Year,” and it seems that the dithas
stuck. At the time you were 37 years old and in
business as a retail real estate developer for jast
years. TheJournal gave you high marks for how you
sought local homeowner support for your projects |
that the secret for a successful developer? Do yadn
that support through town meetings and other

i 2
community outreach? Do you use focus groups to ="\ v " T e focus groups. Rather, we meet

understand the homeowner? directly with the key stakeholders—homeowners
| think perhaps the single most important thingt tha merchants, civic leaders, elected officials ang staff

we've achieved as a company is that we have earner%embers And | attend almost every meeting myself
people’s trust. We've done this by listening to the ' y g my

communities in which we build. We seek input from because | think it's important for them to seehikad of

local businesses, from government officials andnfro the company. That is one of the th”.‘gs that distesiges
us from other development companies.
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What is the role of research in your decision magin We learned a lot from what we did at The Grove.
process to help you to understand the potentialaof The Grove’s green space, for example, serves as an
project’'s multiple uses? informal town square. We have concerts there. Reopl

We do the same market research that every otherongregate. Some dance. They sit on the benchaseea
real estate developer does; we talk to tenantsjumin cream and chat while children play on the grasss It
market studies, look at the demographics and dhee hugely popular, so in Glendale, at the American at
neighborhoods. But one of our great strengths & th Brand, we made the green space 10 times larger.
because we are local, we can go with our experiande We also learned from the things we did not do. The
our gut. You have to know your own backyard. So, fo No. 1 question we get at The Grove is from people
example, here in Los Angeles we know that if yme li asking us if they can live there. There is a dentariye
in the Hancock Park neighborhood, you will not driv in an environment where you can walk downstairs and
six miles to go to Century City to see a moviefdat, if  be in the middle of the action—pick up a newspaper,
it's 5 p.m. on a weekday, we know that most people  grab a cup of coffee, browse in a bookstore. So in
not travel outside their own neighborhood at allhéy  Glendale we added housing. Because of all the
do not have to—there’s just too much traffic. In congestion on the roads, L.A. is becoming more
Chicago, that same distance might not matter atitall Balkanized all the time. People want to live, wahd
might not keep people from traveling from point & t shop all in one place. This is not just a luxuryadife-
point B for a movie. Either way, what's importastthat  style choice. Increasingly, it's a necessity.
you understand the nuances of where you want td.bui 3/
Local knowledge is critical. ;

You have a goal of trying to maximize the time spah 7
your centers. Does this mean that you have more
parking spaces than do your counterparts?
Yes, on average we build five parking spaces foiss
every 1,000 square feet of overall development espac g
That is 20 to 30 percent above the industry norne. W
want to ensure that we have adequate parking becau
we know that at our retail centers, cars tend adtave
the lot as quickly as they do at other shoppinguesn [ 1]
our guests spend more time enjoying themselves. T --',_g;;_f:k _
more time they spend, of course, the more money the: b i S, il
spend. Every year, we conduct an independent sitidy
The Grove, and we have found that 92 percent of ou
visitors actually buy something when they are th&re
industry average: 52 percent. I'm sure that's bseau
they are lingering longer. They are having a gaotbt
They are relaxed. And they're opening their wallets

.....

.

Fountains at The Grov-e

How important is building and operating a more
sustainable property today?

This is definitely something we have begun to focus
on more and more. We have made it a priority tleiary
to build projects that are LEED (Leadership in Epyer
Industry Trends and Environmental Design) compliant. We want our
You are involved in town centers, mixed-use projects to be environmentally friendly, to be gre€hat
development, and entertainment centers, all of whic makes an impact on everything we do, from the
are being fed by changes in consumer lifestylese Ar materials we use to the kind of coolant we putia air
there other development trends on the horizon tlgati  conditioning to the type of windows we install. Vilee
see? trying to build with energy and water conservation

Greater Los Angeles is in the midst of a sea changemind. Doing it this way adds cost, but we do it dogse
We don't have the luxury of sprawling outward we think it is the right thing to do and becausésit
anymore, and the limitation of available land haaséd  smart investment.
us to be more innovative. Successful new develogsnen
are the ones that increase the density and dynawifism
existing communities. Projects like ours—with a mix
retail, residential and green space—are the future.

You and Yaromir Steiner of Steiner+Associates, for
example, are noted for your unique style in desiggi
mixed-use projects. What are some of the property
design trends that you see as unfolding today?
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We are building nothing less than town squares— say this, it's important to understand that wewiour

places that allow people to re-engage with eacérathd
their families and to feel as if they are part fadie and
vibrant community.

In a city such as L.A., where so many have relatate
from somewhere else, people want to feel like they
back home. And while that means something diffetent
everyone, as a company we've been able to tapthiato
basic emotion. People want us to preserve theiraries
of a happier and simpler time.

We provide this, in large measure, by boiling tising
down to the most elemental level: a great street.
touched on this earlier, but this concept is alisbu
essential to what we do—so much so that therei®apg

customer as the retailer. So, for example, Nordsti®
our customer. Nordstrom’s customer, in turn, iS our
guest. When you have a great retailer or restauyanut
want to give them a lot of flexibility to run thddusiness
how they want to run it—especially when it is noemf
the big chains, but a local boutique or restaurdfiien
business is good, which we believe it is at oupprtes,
people will want to open earlier and close latdreyl do
this because it makes good business sense. Evenafom
the big national chains on our properties offererstd
hours because business is so strong. As for prayidi
flexibility for some and not others, so far nonethé
other retailers has complained. What retailers ef@ut

of us that flies around the country to study theses being surrounded by good merchants. They're yhapp

boulevards, right down to the last inch. We notyonl
observe the mix of retail on a particular streeg w
calculate the width of the sidewalks,
between shops, even the height of the curbs. Aust tr
me when | say that it is the rare developer who gét
down on his hands and knees on King Street
Charleston, South Carolina, to measure the heigla o
curb.

In fact, most developers would say they don’t want

curbs or gutters at all because people will triptloem.
And for sure they would never build a street witslight
rise in the middle because they don’t need it fatew
runoff. But we build it that way because even ibple
never consciously notice these details—and chaaes
they won't—they know intuitively that it feels like real
street. And they like that.

When you start out with this concept in mind, when
you pay attention to the eye candy, if you will—8ieeet
lamps, the benches, the fountains, the landscaping
people will come.

Priority One and Two
Rick, you tell a story about a Rodeo Drive boutique
owner who wouldn't accept mandated store hours at
your retail center and how you didn’t insist on tha
provision. Is this part of the Caruso style of begin
different? How did other tenants respond to that
flexibility, which | suspect was not offered to the?

This is simply what we consider to be good

the distance

to have those specialty shops on the property Iseciu
makes us unique, it draws people to our centersitand
makes everyone’s business better.

You have said that the No. 1 priority of Caruso
Affiliated is the retail tenant and the number N@ is
the tenant’s customer. This has been likened to a
“hospitality business” model. Is that part of yowgecret
for retail success?

Both our customer (the retailer) and the retailer's
customer (our guest) are equally important to us!rgV

inin business to deliver as many shoppers to theintfr

door as possible. And in order to do that, we spetut
of time focused on our guests and how we can leege s
them—that is something that most real estate coiepan
do not do. We want to make sure that the guest
experience is a positive one because if it is,’'thegme
back often and they’ll spend time and money at our
properties. And that makes our customers happy.
There’s no question that what is being done in the
hospitality business is being incorporated into il
business. A good example of that is when we opened
concierge service at The Grove, which | am prousiayp
was named by thgvall Street Journahs the country’s
very best. (Ranked above the Four Seasons Hotel New

York, W Hotel in San Francisco and American Express
Platinum Card Concierge, among others.) No one had
done that before, but it has proven to be very essfal.
And once again, we are planning to take the sucokss
that concierge service a step further at the Araedcon
Brand in Glendale (scheduled to ogarpril 2008). For

the residents there, we will also have room service
(where you can order meals from one of the many
restaurants), maid service, dog walking and drgsalegy
delivery. We plan to run our residential properere
like a five-star hotel.

business—we try and accommodate the customer. When
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time, which | think a life in politics would reqer I'd
consider running for public office at some pointwaio
the road if | really thought that | could make a
difference. | know that sounds a bit cliché, butttis
how | feel. I'm a great fan of public service. Bgian
elected official is a great and honorable job.

As for what qualities make a good politician, tkat’
simple: hard work and honesty. | think that's wimat
wrong with a lot of our politicians today; they altethat
hard working and they're not always honest. We rieed
bring basic values back into politics—things like
decency, moral fiber and integrity.

Finally, you have a philanthropic bent and have
The Commons at Calabasas received a number of awards for that work. In 2006,
KCET, the public broadcasting television station,
recognized you among the “visionary leaders dedécht
to positive change in Southern California through
philanthropic, business and civic leadership.” In a
recent Visions article in this publication, Maxine
lark—the founder and Chief Executive of Build-A-
ear Workshops—said she “learned very early on that
it's not how much money you make that defines your
guccess, but rather what impact you have on the laior
nd the people who are in your world.” How do you

If there is one piece of advice that you could shar
with the global retail real estate industry, whatowld
that be?

Really listen. Listen to your community, your
customers and your guests. They know what they,wan
and they know what they need. It has become partiof
trademark to listen and to respond to those wants a
needs. We are constantly undertaking surveys an
assessing Wha_t it is we gr,e _domg and how we Ca@escribe the ethos that you live by?
improve upon it. Whether it's in the early stagdsao . . ,

; - | have a strong belief that everybody is required t
project when we ask homeowners, civic leaders and. . . o

, give back to his or her community. | try to give tiye,
local governments to tell us what they want or ¢don’ :
. : . L . like when | served as president of the Los Angeles
want in their community or whether it is listenit@our

. . Police Commission. My wife, Tina, and | also thibhks
customers or guests—Iistening closely to what peopl. . . . )
: . : important to contribute financially because we'\eeb
have to say has paid off for us in a big way.

blessed and are able to do so. For example, otieeof
organizations we are involved with, Para Los Nifos,
assists low-income families. It has been able tgrage

its child development center on Skid Row becausauof
help. We are proud that we were able to contrilte
such a meaningful way. But it's not about your ngedn
can be about giving time or talent, as well as moAd

of these are crucial in terms of making a diffeeanc
Everyone has something they can offer—and they
should offer it.

Giving Back to the Community
There are rumblings that someday you will run for
public office—mayor of Los Angeles, governor of
California or some other position. Is that likelyot
happen? What qualities do you think make for a good
politician?

| would consider running for public office giveneth
right timing and the right circumstances. But fomnmy
priorities are my business and my family. | haverfo
young kids, and | want to be home at night haviimpelr
with them and spending time with them on the
weekends. | don’'t want to be away from them all the

Rick, thank you for sharing your thoughts.



Rick Caruso
Biography

Rick J. Carusois the chief executive officer of Caruso Affiligtethe Los Angeles-bas¢d
real estate development company he founded in 19@2uso Affiliated owns and
manages a portfolio of upscale outdoor retail/¢éatement properties that attract over #10-
million people annually and are designed to refloe unique character of the
communities they serve. The company also owns #&ofior of industrial propertie
located in cities across the United States.

Caruso Affiliated leads the industry in innovatiaith its award-winning retall

UJ

developments, including The Grove, The Commonsadaliasas and The Promenadg at

Westlake, to name a few. Its current developmeateskxceeds $1-billion in ngw
construction.

Caruso Affiliated also is focused on mixed-useilie¢sidential developments with
its inaugural venture The Americana at Brand scleetltio open in spring 2008. |n
addition, the company has committed to revolutienilze hospitality industry with tte
purchase of The Miramar Hotel in Montecito, whiclil e redeveloped into a 5-star
beach resort.

Mr. Caruso believes strongly in public service aidc responsibility, and as past president of tlos Angeles Policg
Commission and the youngest commissioner in therdyiof the City of Los Angeles for its DepartmeritWater and Powe
his reputation as an extraordinary businessmancand leader is evident. It is his deeply held pea philosophy an
philanthropic commitment to giving-back, especialtythe areas of education, healthcare and undégmed youth that hg
solidified Mr. Caruso’s reputation as a compassi®maember of the community.

His other philanthropic commitments include hisvegsx on the boards of Para Los Nifios, the Natidnatitute of
Transplantation, Saint John’s Health Center Fouodatnd the California Hospital Medical Center. id@lso a member of the
Board of Trustees of the University of Southernif@atia and the Board of Visitors of Pepperdine Wmsity School of Law.

Mr. Caruso earned a Bachelor of Science degreehwitiors from the University of Southern Califoraiad a Juris Doctd
Degree from Pepperdine University School of Lawgrehhe was a Brock Scholar. He was “of counselhwithational lav
firm in corporate finance until 1987, when he dedido devote his energies full time to real esti@ieclopment.

Mr. Caruso’s commitment, first and foremost, hasagls been to his family, and the family-sensitiveri;onments h¢
creates are a direct reflection of that personiakity. He resides in the Los Angeles area withwaife Tina and their three sops
and a daughter.

U

[

=




