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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?

To To Po Do o Do o Do o Do I

Viridian Partners - Bill Lynnott, Chairman & CEO

Ecological, LLC- George Carfagno, Development Consultant
Somerset Development- Fran Hoffman, Director of Redevelopment
Brownfield Restoration GroupT George Cushing, President
Hoboken Brownstone LLCi George Vallone, CoFounder

Morris Companiesi Joe Morris, CEO

North Star Construction Managementi Jessica Gentile, VP

Arcadia Propertiesi Greenfield developeri Rob Boehning, Business
Development

Spin Vision, LLCi Mark Javello, President
Renova Partnersi Pete Pedersen, Managing Principal

OO0 Nei | | iPRiohgrdeHedny, Executive VP of Acquisitions and Divestitures



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

Responses.
Category # of Responses
Simplify the incentive process 6
Provide certainty on liability release with minimal 5
chance for reopeners
Expedite the approval process 5
Coordinate the approval effort between all 4
government stakeholders
Provide greater flexibility on land use policy 4
Provide greater flexibility on regulatory requirements 3

Provide entitlement assistance 1




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

One Developeros 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?
Not hi ngo

Not hi ngo

and Nothingo

2 O N

The developer feels that government only impedes the process.
Devel oper s phil osophy 1 s to nwe



LOHAS CULTURAL CREATIVES

Lifestyles of Health and Sustainability At over 70m Americans, “Cultural

(LOHAS) are moving to the mainstream.  Creatives” are becoming one of the most
influential values groups in the US.

Courtesy of Bart Higgins/Pompei A.D.
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PURPOSE DRIVEN VALUE

Building success on the essence of a core value rather than by being an authority

or claiming superiority. Toyota, soon to the be worlds biggest auto maker, plans for its global auto sales to
soar from 65 million vehicles in 2005 to 73 million in 2010. This growth will give Toyota control of 15% of the
global automobile market.
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AUTHENTICITY
Where would you rather shop for food: a Supermarket or a Farmers” Market?

Authenticity is a major differentiator in shopping habits.

Owver the past decade, the number of farmers’ markets in the U.S. has more than doubled,
to more than 3,700. There are 19 farmers’ markets in New York, and 24 in San Francisco.

Whole Foods Markets’ stock is up 1522% over the last decade.



Evaluating Government Intervention

Four Step Process

1. Establish
goal for 4. Conduct
Property Reuse
Assessment
2. Evaluate 3. Conduct Due
Intervention Diligence

Options



Step 1. Evaluating Government Intervention

Wh a t | S t he Gover nment

A Eliminate Blight

A Develop a government facility

A Enhance economic development

A Create a sustainable community



Step 2: Evaluate Intervention Options

Tools: Incentives

Prepare a Plan and analyze feasibility

Change zoning and other land use controls
Marketing assistance

Economic Development Incentives

Provide Infrastructure

Enhanced Financing (TIF, revenue bonds or other)

To To To Do To Do

Intervene: Acquisition to drive redevelopment

A Acquire for government use

A Acquire to make ready for redevelopment

A Clear title and make eligible for assistance

A May resell immediately, short term or intermediate term



Step 3: Due Diligence

A Environmental Due Diligence
A ASTM Phase | & II

A Property Due Diligence
A Site conditions
A Zoning
A Title

A Building Due Diligence



Step 4. Reuse Assessment

A Site Assets and Constraints

A Property features
ATopography, natural features

A Property location and access
ARelation to highways and traffic patterns

A Relationship in region

A Stigma i not just environmental

A Environmental constraints



Step 4. Reuse Assessment

A Economic Synergies Py

A Economic trends \;‘j E“ ’
AGrowing industries E R
AChanging markets

A Demographic trends

APopulation changes and patterns

A Opportunities for public/private
partnerships

AAvailable incentives and programs
A Real Estate Market



Step 4. Land Use Matrix

Property Asset

Location | Buildings Rail Highway| Water Available| River
Supply Power

Land Use

Industrial

* K K
* | K

A

Power Generation *
Office / Light industrial

Commercial Retall

Recreational

% X % %

Government / Public

% % X% X%
* % X % %

X
* X %

Residential




Step 4. Reuse Assessment

A Property Characteristics [ aiaeas
A Acreage ALY |
A Topography
A Existing improvements
A Infrastructure
A Zoning

A Physical setting
A Property features
A Property location and Access
A Neighboring land use and municipal development plans

A Ownership and Use
A Current and historical of past uses
A Ownership
A Current owner or purchaser preferences and plans




|dentify Potential Constraints

Not Locatil on, Locat.

Current Access

ewas Locati on,
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Step 4: Develop Land Use Scenarios

g g 1
R O

¢l 1 HIttvvaq
L L VAL L L

'h-.-..




Step 4. Reuse Assessment

Conduct back of
the envelope pro

forma analysis

Category Ite Amount

Purchase Price (Appraised value - remediation co¢ $10,200,000
Insurance, Attorneys $200,000
Total Acquisition Cost
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 Attorney  $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
Total Project Costs
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
Net Profit (Total Sale Price of Project - Total Project Costs)

Cash on Cash return

Simple annual return over two years

$10,400,000

| $13,200.250

$23,600,250

$36,029,412
$12,429,162
52.67%

26.33%




Strategies for Promoting Site Reuse

[ strategies for turn upside down into right side up
1. Stakeholder Involvement-Engaging the Neighbors

Planning-Smart Code

Creating a Vision

Public/Private partnerships

. Small Sites

. Specialty Markets

. Going Green

N oo e ®WN
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