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Advertising, as component of
marketing, 158

Aesthetic zoning, 86
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development and, 39
Amenities, marketability study and,

66, 67
Application phase, of entitlement

process, 106, 107
Approach zone, to site, 78
Architect, contractual

responsibilities of, 137
Architectural drawings, 103–104
Asset management, 164, 167
Asset ratios, 116–118
Attraction/draw, importance to

project, 79–80

Back-of-the-envelope financial
analysis, 70–71

Bar chart/Gantt chart schedule, 142
Benefit analysis, in feasibility study,

128–129
Best use, of property, 11
Bid bond, 143
Blockbusting, 49
Blue Ocean Strategy: How to

Create Uncontested Market
Space and Make the
Competition Irrelevant

(Kim and Mauborgne), 51–52,
59, 68

Blueprint for Intelligent Growth
(B.I.G.) map, of New Jersey,
5–6

Bonds and insurance, 141, 142–144
Branding, as component of

marketing, 161
Brownfield development, 14, 15
Budgeting/financial analysis/capital

structure, 113–133
asset ratios, 116–118
during construction, 134–135
debt/financing ratios, 118–119
development budget, 114–115
feasibility study and, 127–132
financing and lending sequence,

119–122
guarantees, 132
market cycles and, 126–127
operating proforma, 113, 115
short-and long-term financing,

122–125
Building codes, 88
Building technology, development

history and, 42–43
Bureau of Census, 62
Bureau of Labor Statistics, 62
Business risk, in feasibility study,

129–130
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Buyers of property, market study
and, 54

Capitalization rate, 118
Capital structure. See Budgeting/

financial analysis/capital
structure

Cash-on-cash return, 116, 117
Central business districts (CBDs),

41–42, 43
Central place theory, 39, 41–42
Change orders, managing of,

147–148
Cities, decline of, 46–47
Closed bidding process, 138
Closeout, of construction, 149–150
Columbia, Maryland, 48
Commerce, Department of, 62
Commercial zoning, 87
Common sense, ethics and, 27–28
Communication, ethics and, 26–27
Community Reinvestment Act, 49
Compatibility, of team, 35
Concept phase, of entitlement

process, 106
Condition use permits, 87
Construction issues, 134–150

bonding and insurance, 141,
142–144

budgeting and scheduling,
134–135

closeout, 149–150
construction cost contrasted with
development cost, 114

construction phase of
development, 16, 17

documents and agreements, 104,
139–141

monitoring of construction,
145–148

requests for proposals, 112,
138–139

risk management, 136–137, 141
scheduling, 142
tenant improvements, 148–149
types of contractors, 135–136

Construction loan, in financing and
lending sequence, 119, 120–121

Construction managers, 136, 145
Consultants. See Project and devel-

opment teams
Contract administration team, 146,

147
Contractors:

contractual responsibilities of,
137

types of, 135–136
Conveyance, types of, 43–45
Cost-appropriate land use, 74
Cost overruns. See Loan balancing
Cost-plus fixed fee contract, 140
Cost-plus percentage fee contract,

140
‘‘Could and should’’ of

development, 65–66
Creativity, in development process, 8
Critical mass, importance to project,

79–80
Critical path method (CPM) sched-

ule, 142, 143
Cynicism, importance of, 61,

63–64, 72

Data gathering sources, 62
Deal book (feasibility study),

elements of, 127–132
Debt/financing, 118–119
Debt funds, sources of, 123
Debt service guarantee, 132
Deed restrictions, 88–89
Delays, during construction, 145
Design-build contract, 140–141
Design development drawings,

103–104
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Design elements:
land acquisition, 77–79
land planning and siting, 95

Developers:
experienced versus inexperienced,

134
roles of, 19–20
types of, 29–30

Development budget, 114–115
Development fee, 114
Development process overview,

1–20
definition, 7–9
development approaches, 11–14
economic perspective, 1–6
enterprise concept, 9–11
ground-up versus redevelopment,

14–15
phases of, 15–20
questions to ask about, 10–11
universal knowledge relevance,

6–7
Discipline, ethics and, 27
Draw/attraction, importance to

project, 79–80
Due diligence, market study and,

52–53
Dynamic attributes, as element of

design, 78

Economy, of U.S.:
changes in, 22
role of real estate development in,

1–6
Effective rent calculation, 155
Elements of design:
land acquisition, 77–79
land planning and siting, 95

Enterprise concept, 9–11
Entitlements, 57–58, 105–107.

See also Governments
Environmental issues:

environmental attributes as
design element, 78–79

environmental indemnity, 40–41
environmental risk, in feasibility

study, 129, 131
market study and environmental

realities, 60
‘‘Environment in which people live,

work, and play,’’ development
process and, 8, 9

Equity funds, sources of, 123
Ethics:
legislated, 24–25
relevance to real estate industry,

21–23
risk management and, 25–28
social responsibility and,

177–178
Exit plans, importance of at all

phases, 18–19, 128
Experience, ethics and, 26
External demand, importance to

project, 80

Fair Housing Act, 49
Fannie Mae, 48
Feasibility phase, of development,

16–17
Feasibility study (deal book),

elements of, 127–132
Federal Housing Authority (FHA),

45
Fees, in public-private partnerships,

109
Fee simple ownership, 43, 152
Fiduciary lenders, 124
Financial analysis. See also

Budgeting/financial analysis/
capital structure

at idea development stage, 58–59,
69–73

of leases, 155
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Financial Institutions Reform
Recovery and Enforcement
Act (FIRREA), 172

Financial resources, need for, 9, 20
Financial risk, in feasibility study,

129, 130
FIRREA (Financial Institutions

Reform Recovery and
Enforcement Act), 172

Fitting use, of property, 11
Fixed lease, 153
Focus groups, 62
Force majeure, 141
Freddie Mac, 48
Free Soil Movement, 43
Future trends, 173–174

green development and smart
growth, 174–177

social responsibility, 177–178

Gantt chart/bar chart schedule, 142
General contractors, 136
GIGO (garbage in, garbage out)

flaw, 60, 62
Governments. See also Entitlements;

Public-private partnerships;
Tax issues

environmental attributes of
design and, 78–79

marketing and, 57–58
market study and, 53
restrictions on land use, 86–88
value of locations and, 40–41

Graduated lease, 152
Grasskamp, Jim, 9–12
Grayfield development, 14–15,

93–94
Great Depression, 45
Green development, 174–177
Greenfield development, 14
Gross leases, 152, 153
Ground leases:

ground lease rent, 153
property control and, 82–83, 93

Guarantees, 132

Highest and best use analysis, 71–72
Historical district zoning

designation, 88
Historical perspective, on

development, 38–50. See also
Future trends

basic development concepts,
38–45

events causing changes in, 45–50
1980s and 1990s, 171–173

Homestead Act, 43
Housing and Urban Development,

Department of (HUD), 47
Hurdle rates, 70–71, 74, 116

Idea for development:
financing and, 119
inception of, 51–52
refinement of, 69–73

Idealistic development concept, 11
Index lease, 152–153
Industrial zoning, 87
Inflation risk, in feasibility study,

129, 131
Initial occupancy phase, of

development, 16, 17
Institute of Real Estate

Management, 62
Insurance, during construction,

142–144
Integrity. See Ethics
Interest rate risk, in feasibility study,

129, 130
Internet:

economic change and ethics,
22–23

linkages and, 41
marketing and, 162
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Interstate highway system, 46
Investment management, 164–170
asset management, 164, 167
management risk, in feasibility

study, 129, 130
portfolio management, 164–165,

168–169
property life cycle, 169–170
property management, 164,

166–167

Land acquisition and control, 74–90
elements of design, 77–79
financing and, 120
nonspatial and spatial markets,

76–77
site selection and, 74–75
target markets and market share,

79–81
use restrictions, 86–89

Land planning and siting, 91–104
architectural drawings, 103–104
design elements, 95
end user input, 95–96
project programming, 95
tenant mix and placement,

96–103
value creation, 91–94

Leakage, of market demand, 80, 81
Leasehold interest, 43
Leases, 151–156
cancelled during construction,

145–146
common structures of, 152–154
defined, 151–152
management and analysis of,

154–155
value creation and, 151

Legal issues. See also Zoning
legal attributes as design element,

77
legislated ethics, 24–25

monitoring during construction,
148

Legislative risk, in feasibility study,
129, 131

Lending/financing sequence,
119–122

Lien waivers, 150
Life cycle, of property, 169–170
Linkages:
as element of design, 78
historic development and, 40–41
users of property and market

study, 54–55
Liquidity risk, in feasibility study,

129, 130–131
Llewellyn Park, New Jersey, 44
Loan amortization, 118
Loan balancing, 145–146, 149
Loan-to-value, 118–119
Location:
budgeting and, 135
fundamentals of, 40–41

Logos, as components of marketing,
161

Lump sum contract, 140

Management. See Investment
management

Manufactured houses, 45–46
Market, defined, 55
Marketability studies, 65–73, 157,

158
‘‘could and should’’ and, 65–66
financing and, 128
idea refinement and application

of, 69–73
importance of, 67–69
market research contrasted to,

67–68
using of, 58–60

Market cycles, financing and,
126–127
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Market failure, public-private
partnerships and, 109–110

Marketing, 66, 157–163
branding’s importance to, 161
components of, 158–159
image/identity/communication,
161–162

marketing centers, 162–163
target audience/target markets,
79–81, 157–160

vision and, 160
Market research, 51–65, 158

concepts defining marketing and
markets, 56–58

data validation and revision, 64
development potential analysis,
52–55

idea inception, 51–52
information sources, 62
marketability studies contrasted
to, 67–68

market and marketability study
use, 58–62

spatial markets and, 76
study flaws, 61–62, 63

Market share, 79–81
Market windows, 159–160
Match funding, 124
Mini-perm financing, 121–122
Mixed-use projects, 173
Monthly construction meetings, 146
Mortgage constant ratio, 118

Net leases, 152, 153, 155
New Jersey, 5–6
Nonconforming use zoning, 87
Nonspatial markets, 76–77
Not-for-profit developers, 29
‘‘Notion of value,’’ 56–57

Occupancy and investment phase,
of development, 16, 18

Open bidding process, 138
Operating pro forma, 113, 115
Opportunity cost, hurdle rate and,

71, 116
Option to purchase, 81–82, 83–86
Out-parcels, 93
Owner-builder contractors,

135–136
Owners, contractual responsibilities

of, 137
Ownership structure, 86

Passive investors, 172
PATRIOT Act, 25
Payback period, 116, 117–118
Payment bond, 144
Permanent financing, 121–122
Personal guarantee, 132
Physical attributes, as element of

design, 77
Physicality, of real estate

development, 8–9
Place-making, 174
Politics:

development and changes in, 6
as element of design, 77
market study and, 53, 61–62

Portfolio management, 164–165,
168–169

Pragmatic development concept,
11–14

Preapplication phase, of entitlement
process, 106

Preconstruction phase, of
development, 16, 17

Preleasing/presale levels,
construction loans and, 120–
121

Pricing, marketability study and, 66,
67

Principles, business ethics and, 23
Private land use restrictions, 88–89
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Private-sector developers, 29
Probable use, of property, 11
Profit, hurdle rate and, 71, 116
Pro forma, 113, 115
Project and development teams,

29–37
factors in forming of, 34–37
functional disciplines needed,

30–34
types of developers and, 29–30

Project milestone schedule, 142
Project programming, 95
Promotion, as component of

marketing, 158
Property manager, when to contract

with, 33–34. See also
Investment management

Proposal bond, 143–144
Public approval phase, of

entitlement process, 106, 107
Publicity, as component of

marketing, 158–159
Public perceptions, monitoring

during construction, 148
Public-private partnerships,

107–112
benefits of, 110–111
fees and, 109
financing and, 125
formation of, 108
incentives, 111–112
market failure and, 109–110

Public-sector developers, 29, 30
Public speaking/public relations

experience, need for, 20
Punch list, construction closeout

and, 149–150
Purchase of property. See Land

acquisition and control

Railroads, development growth
and, 44

Real estate investment trusts
(REITs), 2–4, 24

Reappraisal lease, 153
Redevelopment, versus ground-up

development, 14–15
Redlining, 49
Refinancing, 121–122
Request for proposal (RFP), 112,

138–139
bid bond and, 143
construction contracts and,

139–140
Resolution Trust Corporation

(RTC), 172–173
Reston, Virginia, 48
Restrictive covenants, 88–89
‘‘Retainage,’’ 141
Return on assets ratio, 116, 117
Return on equity ratio, 116
Risk management:
during construction, 136–137,

141
ethics and, 25–28
hurdle rate and, 71, 116
mitigation analysis, in feasibility

study, 128, 129–132
Riverside, Illinois, 44–45

Sarbanes-Oxley Act, 24–25
Scheduling, of construction,

134–135, 142
Schematic design drawings, 103
Semifiduciary lenders, 124
Shaker Heights, Ohio, 47–48
Short- and long-term financing,

122–125
Short-term solvency, 33–34, 63
Shotgun marketing, 159
Site constraint analysis, 66
Siting. See Land planning and siting
Smart Growth, 174–177
Societal changes, ethics and, 22
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Solar model, of central place theory,
41–42

Space allocation issues. See Land
planning and siting

Spatial markets, 76–77, 80
Spot zoning, 88
Stairstep lease, 152
St. Louis, Missouri, 47
Study phase, of development,

16–17
Subcontractors, 136
Suburbs, growth of, 44–45, 46–49,

176
Surety bonds, 142–144
Sustainable development, 174–177

Takeout commitment, construction
loans, 121

Target audience/target markets,
79–81, 157–160

Tax issues:
financing and, 125
government revenues and real
estate development, 2, 5–6

ground lease, 82–83
growth and, 171
public-private partnerships, 111
tax increment financing (TIF),
125

Tax Reform Act of 1986,
172–173

Teams. See Project and development
teams

Technological changes, ethics and,
22–23

Tenants. See Users of property
TIF bonds, 125
‘‘Time is of the essence,’’ 141

Traditional development concept,
11

Transparency, ethics and, 26
Trend beyond the trend, need to

establish, 4–6
‘‘Two degrees of separation,’’ 21, 23

Unions, risk and relations with,
141

Universal knowledge, relevance of,
6–7, 159

Unsatisfied need concept, 51–52
Urban Land Institute, 62
Users of property:

employees of, market study and,
54–55

idea refinement and, 69
land planning and siting, 95–96
market study and, 54
tenant improvement and

coordination during construc-
tion, 148–149

tenant mix and placement,
96–103

Value, ‘‘notion of,’’ 56–57
Value creation, 8, 19, 91–94
Values, business ethics and, 23
Variances, to zoning ordinances, 87
Vision, marketing and, 160

Weather conditions, budgeting and,
135

Weight average cost of capital
(WACC), 70–71, 116

Work letters, 148–149

Zoning issues, 86–88
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