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Even the Best Sites Can Be Tough 

Real Estate/Environmental Value Pyramid

Real Estate value exceeds 
remediation cost

Marginal

Upside down projects



October 2008 Developer Survey:
What can government do to assist development?

Å Viridian Partners - Bill Lynnott, Chairman & CEO

Å Ecological, LLC - George Carfagno, Development Consultant

Å Somerset Development - Fran Hoffman, Director of Redevelopment 

Å Brownfield Restoration Group ïGeorge Cushing, President 

Å Hoboken Brownstone LLC ïGeorge Vallone, Co-Founder 

Å Morris Companies ïJoe Morris, CEO 

Å North Star Construction Management ïJessica Gentile, VP 

Å Arcadia Properties ïGreenfield developer ïRob Boehning, Business 
Development

Å Spin Vision, LLC ïMark Javello, President 

Å Renova Partners ïPete Pedersen, Managing Principal

Å OôNeill Properties ïRichard Heany, Executive VP of Acquisitions and Divestitures



Category # of Responses

Simplify the incentive process 6

Provide certainty on liability release with minimal 
chance for reopeners

5

Expedite the approval process 5

Coordinate the approval effort between all 
government stakeholders

4

Provide greater flexibility on land use policy 4

Provide greater flexibility on regulatory requirements 3

Provide entitlement assistance 1

Responses:
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One Developerôs Perspective:
A horizontal brownfield developer, headquartered in the 
western US.  Currently have five projects in NJ; prior projects 
done in CA, NY and CO.  Desired project size is $10MM and up.

What can government do to assist development?

ñNothingò 

ñNothingò 

ñand Nothingò  

The developer feels that government only impedes the process.  
Developerôs philosophy is to ñwear them down.ò
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Courtesy of Bart Higgins/Pompei A.D. 







Evaluating  Government Intervention

3. Conduct Due 
Diligence

2.   Evaluate 
Intervention 
Options

1. Establish 
goal for 
Property

4. Conduct 
Reuse 
Assessment

Four Step Process



Step 1: Evaluating Government Intervention

What is the Government Entityôs Goal?

ÅEliminate Blight

ÅDevelop a government facility

ÅEnhance economic development

ÅCreate a sustainable community 



Step 2: Evaluate Intervention Options

Tools: Incentives

Å Prepare a Plan and analyze feasibility 

Å Change zoning and other land use controls

Å Marketing assistance

Å Economic Development Incentives

Å Provide Infrastructure 

Å Enhanced Financing (TIF, revenue bonds or other) 

Intervene: Acquisition to drive redevelopment

Å Acquire for government use

Å Acquire to make ready for redevelopment

Å Clear title and make eligible for assistance 

Å May resell immediately, short term or intermediate term



Step 3: Due Diligence

ÅEnvironmental Due Diligence

ÅASTM Phase I & II

ÅProperty Due Diligence

ÅSite conditions

ÅZoning

ÅTitle

ÅBuilding Due Diligence



ÅSite Assets and Constraints

ÅProperty features

ÅTopography, natural features

ÅProperty location and access

ÅRelation to highways and traffic patterns

ÅRelationship in region

ÅStigma ïnot just environmental

ÅEnvironmental constraints

Step 4: Reuse Assessment



ÅEconomic Synergies

ÅEconomic trends

ÅGrowing industries

ÅChanging markets

ÅDemographic trends

ÅPopulation changes and patterns

ÅOpportunities for public/private 
partnerships

ÅAvailable incentives and programs

ÅReal Estate Market

Step 4: Reuse Assessment



Step 4: Land Use Matrix

Location Buildings Rail Water 

Supply

Available 

Power

Land Use

Industrial

Power Generation

Office / Light industrial

Commercial Retail

Recreational

Government / Public

Residential

Highway

Property Asset

River



Step 4: Reuse Assessment

ÅProperty Characteristics
ÅAcreage

ÅTopography

ÅExisting improvements

ÅInfrastructure

ÅZoning

ÅPhysical setting
ÅProperty features

ÅProperty location and Access

ÅNeighboring land use and municipal development plans

ÅOwnership and Use
ÅCurrent and historical of past uses

ÅOwnership

ÅCurrent owner or purchaser preferences and plans



Not Location, Location, Locationé

Identify Potential Constraints

Current  Access Route 8Exit 26

Downtown

Site

éwas Location, Visibility, Accessibilityé 

éNow Proximity to Public Transportation



Step 4: Develop Land Use Scenarios



Step 4: Reuse Assessment

Conduct back of 
the envelope pro 
forma analysis

Category Item Amount

Purchase Price (Appraised value - remediation cost)$10,200,000

Insurance, Attorneys $200,000

Total Acquisition Cost                 $10,400,000

Hard Costs
Remediation $3,000,000
Rehabilation of Existing Building

270,000 SF @ $15 PSF $4,050,000
Sudivision Roads and Utilities $2,200,000

Soft Costs
Architects, Engineers, Land Use Attorneys $937,500
Real Estate Brokers $300,000

Carrying Costs
8 % of Acquisition Cost for two years $1,664,000
10 % of all other costs, average one year $1,048,750

Total Development Costs $13,200,250

Total Project Costs $23,600,250

Project Sale Price Upon Completion

Sale price of existing building
Income 270,000 SF @ $18 PSF $4,860,000
Expenses $2,860,000
Net Operating Income $2,000,000
Capitalization Rate 8.5%
Sale Price $23,529,412

Land Sales 50 acres @ $250,000/acre $12,500,000

Total Sale Price of Project $36,029,412

Net Profit (Total Sale Price of Project - Total Project Costs) $12,429,162

Cash on Cash return 52.67%

Simple annual return over two years 26.33%



Strategies for Promoting Site Reuse

7 strategies for turn upside down into right side up

1. Stakeholder Involvement-Engaging the Neighbors

2. Planning-Smart Code

3. Creating a Vision

4. Public/Private partnerships

5. Small Sites

6. Specialty Markets

7. Going Green
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