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PUIPOSE OF IS SessIon

DIScUSS the Important concepts and
technigues related toireal estate
develepment

Will'focus on development off a business park
BUT

\Variation en this process pertains to most
eveny kindiofidevelopment, neimatter what the
type, lecation or size



Some Competitive Realities

Whenit comes tosites, It's a Buyer's Market

Youlare both the Seller and the Commodity
peing sola

Speediis of the essence

Timefirame for selection process is half that
allowead/10yearsiago

It 1S essentialito have a reasonable choice
efibulldings& sites available NOW,



Historical Background

Industrial Bulldings and Districts
Weaknesses with older industrial districts

When and Where was the first Industrial
Park?

Manchester, England — 1896
Chicago, IL—1902 - 1910

New Englandiindustrial Center, Needham, MA -
1949



What 1sian Industrial Park?

Iheassembly ofiland, Under one continuing
control, to provide facilities for BUSINESS
and Industryconsistent withia masterplan
and restrictions resulting Inithe creation of
a physical environment achieving the
fellowing ohjectives;



What 1sian Industrial Park?

Consistency with community goals

Efficient business and industrial eperations
Human scale and values

Compatibility with the natural envirenment
Achieving and sustaining highest landvalues

sSoeurce: NationallAssociation of Industrialiand Office Properties



Corollany Reguiirements
Many/special disciplines
Long term commitment

Investment mentality



NutshelllDevelopment Philesephy

e = U O



General Ground Rules

Project development 1s usuallya long-temnm
commitment

I'—3 years to planand prepare

Upte 20 years teidevelop
Develepment analysis goes threugh 2
founds

Macroe-analysisito determing Ifmajor planning
effort s justified—and Ifiso—

Comprehensive planning process



HoW! Do You Do lt?
Ihe Development Business Plan

Ihe Major Elements of a Property
PDevelopment MasterPlan
Priority goals and development philosephies
Market analysis
Planningiand engineeringanalysis
Financial analysis
Implementation plan



Ihe Planning &
Development Process

Deciding tedo the project

Market Analysis
Do we hiave a project?
li'se, what dees It 100k like?

Comparative site analysis:
Which ofiseveral sites s hetter?
-Or-
Can our site provide the characteristics the market IS
loeking|fior?



Ihe Planning &
Development Process

Conceptual site design(s)
Gain control of site

Complete master plan
Prepare financial analysis
Alfrange financing

Obtain permits and apprevals
Prepare bid specifications



Ihe Planning &
Development Process

Select contractors

Greund breaking ceremony
Beginimarketing

Construct Infirastructure

Ribhen cutting ceremony.
Manage preject during bunld-eut
Retilre 1o St. Croix



Goals and Phnesopnies

What kindiof:developmentwill thisibe?
Single or mixed use
Business park ordistrict

How leng are we willing to he invelved?

How much arewe willing/te invest--and
What return dowe want?

JOBS or'taxes?
Quick or guality?



Ihe Market Analysis

|s there a market at all?

[’'so, What dees It look like?
Types ofiuses

Demand characteristics
— Size parameters
— Cost expectations

Competition

Viarket strength--hew muchin what
PEriod?



The Market Analysis-continued

Shaping foerces
Supportingnfrastructure andipuklic services
Permit & approvallprocess
Community attitude

Locational variables related to:
— Viarkets
— [aboer supply and characteristics
— Cost competitiveness



Market Analysis
End Proaucts

Primary/uses and mix
Annualiconstruction level
Annualiland aksorption
Pricing structure
Necessary special features
deal site characteristics
REVenue projections

Mayhe:
New taxes generated
Jobs created




Property ControeliMethods

Qutright purchase

Optioen

Partnership with land owner:
Partnership with investor
Preferred developer status




Key'Acguisition Elements

lt'Sinot just the price!
What 1s yeur primary market looking fior?

Location

Accessihility / Transpertation
— Availalble goods & services / Company: markets
— [alber or employment
— Amenities
Utility avarlability & adequacy.
Nelghbornood compatioiity



Key'Acguisition Elements

Zoning
Current
Possible

Sitesize, configuration and“yiela®

How much IS;enough?
— Patiencevs. ROI
— Aim high
Thinkabeut multiple phases

Price/value



Planning & Engineering Analysis

Property characteristics
Surreunding neighborhood characteristics

Zoningiand etherdevelopmentregulations
and community “master plan®

ACCESS and existing/Interior reads
Iirafific generation



Planning & Engineering Analysis

Physical features of land:
Size and shape
Solls
\Wetlands andiwatercourses
flopegrapny.
Bedrock andisub-surface geology
\Vegetation
Views



Planning & Engineering Analysis

Physical features of buildings:

Jiotalisize andiconfiguration

— |sithis a single building or a multi-building
complex?

— |sithis a single or multi-story bullding?
— |Ssithere abasement?

Iype of construction

— Structural system (woeod, metal, concrete)

— Exterior wall system|(woeoed), metall, masonry,
ashestoes shingles)



Planning & Engineering Analysis

Physical features of buildings:
Column spacingand bay:sizes

Do they match withitypical space needs in the
market?
Roof structure

— Does It leak?

— Does It meet current codes for loadi(welght)
earingr?

— st flat or peaked?

— |Sit tar & gravel, membrane, shingles, other
material?



Planning & Engineering Analysis

Physical features of buildings:

Utility Systems (electric, water, Sewer, gas,
HVAC, communications)
— Howwell do they work?
— Are they modern?
— Are they centralized or scatterediin the bunlding?
— Can they be redistributed for multiple eccupants?



Planning & Engineering Analysis

Physical features of buildings:

liruck decksiand dooers
— How/many are there?
— Doithey have levelers?
— Are they adequate to serve multiple eccupants?
— Can more be installed?

IS the bulldingattractive?
— |ifnot, wWhat Is required to make! it so?



Planning & Engineering Analysis

Physical features of buildings:

Other factors
— Any/special features (e.g. rail)
— Any/problemsi(e.q. termites)

— Doees the bullding meet handicapped
requirements?

— [sithe bullding msulated?
— Doees It have sprinklers?

— Any/special equipment (e:0. overneadicranes,
Security systems)



Planningi&Engineerng Analysis

Envirenmental, legal and ether factors

Environmental audits

Stormwater management

\Water supply watersheds andiaguifers
Sultability for en-site septic/PTP systems
Wetlands tradeofifs

Easements and rights-of-way

Historical or archeoelogicalisignificance
Protected species

Zoning

Jiraffic



Some Planning Prnciples

fipessible, doubleload your reads

Roads and utrlities will each have thelr own
Dest locations

AS much as pessible, werk with the naturai
features of the site

2 schools ef thought enisubdivisien/
platting




Planning Process EndiPreducts

Conceptual DevelopmentPlan
_Or_
Plat (Sulbdivision)Plan
Either one should shew
Potentialisites tomeet market needs
Readi& Utility Layout
Stormwater Management Plan
Landscaping Plan
Phasing Plan
Necessary Zoning Changes ldentified

Cost Estimates



Planning Process EndiPreducts

Amoeunt ofi potential develepment
ljotal land or existing building space
Develepableland
Saleableland
liotal burlding/potential
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Financial Analysis

Compile development costs
Site and related acguisition costs
Design
Infrastructure construction
Building censtruction
Project management and administration
Marketing

Project start-up; absorption and close-out
pPhases



Financial Analysis

Revenue and financing costs
Land or burlding/salesor leases
Other site related revenues (e.q., timber)
Loans
Grants
Bonds
EQUIty



Financial Analysis End Products

Costs and Revenues (bDuh)
Sources and Uses of Funds Table
Pro.formacashifiow.analysis

ROI calculation

Private sector = Cash-on-cash
Public sector =% + |ols + taxes + 227

Does the deal make sense?



SlimpertantEimancial TepIcs

[and Release Payments

IRS regulationsien capitalizing cost of
acquisitieniand development

Discount rate = time value offmoney



Implementation Plan
(Howte convert plamn on paper teireality)

Final design;, permiis and approvals

Bid sSpecifications, contract documents and
consultant selection precedures

Legal filings & relatedielements
Land purchase
Title Insurance
Covenants (CC&Rs)
Park Assoclation
Development Authority



Implementation Plan

Infrastructure development
Regularfield inspection
As-Bullt drawings

roject Management
Project Marketing
roject Maintenance




Some lhoughts Related to
Viarketing

Viarketing Isithe art of human persuasion
throughithe provision of Information to

selve problems

e needfor patience
Insistence on guality.
Selecting the right first project



You Can Use
IS Process Eor

Greenfield development
Brownfield redevelopment
Building adaptive reuse

SPec or BTS bullding development
Shopping centerdevelepment
Residential development

Viest any ether kind ofidevelopment



The Essence of the Process

Jhe same theught precess should be
followed forany kind efdevelopment:

todetermine Ifithere Is a
market and what the design features must e

teidesign it
and make It fit the environment

teimake surelitis
economicallyvianle

tomake! It real



The Essence of the Process

You must leok at the project in 4'phases:
Planning & Design
Start-up
AlbSsorption
Close-out



In ClosIing:

Youmust have product te/be competitive

Theworld of industrial parksiis
Increasingly competitive:
Viere parksiand buildings

— Vore “pocket parks'
— [arger parks are mixed use neighborhoods

Selling amenities
Viore sophisticated telecommunications



In ClosIing:

Never doa speculative development
Witheut adequate market data to Justity/ it

The bottom line--

[and Is aresource that almest never gets
aneconomical second chance to e
develeped--doitright the first time.



Resources

Urban Land liastitute (ULI)
Washington; DC, 202-624-7000;, www.ulr.org

BUSINESS Park-and lnaustrial Development Hanabook; 2nd Edition
(2001) Development Handbook Series,

Real Estate Development Prnclples and Process, 49 Edition (2008)

National Association of Industrial and Office Properties
(NAIOP), Herndon, VA

703-904-7100, Wwww.naiop.org

|EDC Feal Estate Development.anareuseVanual (Revised
2004), www.ledeonline.org
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