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|_ecture Overview

o The 3Cs: Creating, Controlling and Capturing Value

 Critical Thinking

o Applied Market Analysis
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Toward Value: A Life Cycle Perspective

Creating Value

. Controlling Value

Planning/ Acquisition
Analysis  /Development Operation Disposition
i L

Capturing Value’

© JR DeLisle, Ph.D.



3-Cs of Real Estate Value: Create, Control and Capture

e Critical Thinking

e Site Assemblage

* Asset Assemblage

e Entitlement

e Land Development
Creating * Development
e Leasing/Stabilization
* Renovation/Rehab

e Operations Management

* Rent Roll Management
Controlling * AssetProperty Management
* Defensive Capital

e Finance

* Recapitalize

e Transfer Interests
e Disposition

Capturing
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Challenges: Critical Thinking in Real Estate

4 )
® Real estate is

different from

other disciplines
due to its spatial
elements and
locational fix

7

\.

e Real estate is a

behavioral science in
which transactions
and actions are
negotiated

e Inefficient in terms
of information,
high transaction
costs, and inelastic

supply

) (

Unique
Nature of
Discipline

Market J
Inefficiency

Group

Behavioral o
Decision-

Science Making

e Real estate decisions
involve groups which
introduces group
dynamics and related
issues

J
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Buying a Set of Assumptions: Risk

Aggregate
Market
Value

Property-
level Cash
Flow

Set of Assumptions

Enterprise Risks

Market/Regulatory
Risks

Property

Since real estate investments
are forward looking, decision-
makers must depend on an
understanding of market
dynamics as well as a crystal
ball that can help predict
future market conditions over
an appropriate planning
horizon.

eDifference between
expectations and
realizations

eUncertainty about future
states of nature or
events

Definition

Rusk is Anything Unexpectea. .

eNature: Space/Money
Time

eControllable vs.
Uncontrollable

Nature of Risk

eCase A: Expect $30/SF

 Riskis rent, hit $20
Bidirectional eCase B: Expect $20/SF
rent, hit $30
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Applied Real Estate Market Analysis Process

Problem Definition
— General Problem Statement
— Client Perspective
o Strategic Evaluation
— Positional Analysis
— Selection and modification of Feasibility Model
» Data Selection and Collection
— Capital Market Profile
— Spatial Market Analysis: Macro and Micro
» Preliminary Analysis and ldentification of Alternatives
— Spatial Considerations
— Financial Considerations
o Use Filtering and Selection of Most Likely Candidate
— Goodness-of-fit criterion
— Satisfaction of Client Goals
» Refinement of Alternative and Verification of Use
— Product Specification

— Risk Management and Due Diligence
Implementation, Monitoring and Feedback
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The Definition of Real Estate

Artificially delineated space over time
with a fixed reference point to the earth...

Money-time

Space-time

Real Estate
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Spatial and Capital Market Dynamics

Spatial Market
Dynami

Capital Market

Qrtly Caps by Region
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Site In Search of Use: Frontdoor Market Analysis

Site in search of a use

— Profile site
— ldentify alternative uses and users
— Match most probable user to site ===
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Applied Market Analysis & Site in Search of Use

Problem Statement

Situational Analysis

Legal-Political-Ethical

Trade Area Delineation

Competitive Market Analysis

Alternative Uses/Users Analysis

|dentify Alternative Uses

Select Optimal Use

Profile Use to Create Value

O Specify Strategy to Control and Capture Value

H©P°NFDS”:'>9°!\3P
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A Definition of Feasibility

A real estate project is “feasible” when the real estate analyst
determines that there is a reasonable likelihood of satisfying
explicit objectives when a selected course of action is tested for
fit to a context of specific constraints and limited resources.

James A. Graaskamp

R DeLisle, Ph.D.
F0r more bac&ground, see Graaskamp on Real Estate



Step 1. Problem Statement

o Strategic Overview

* Nature of Decision

o (Goals and Objectives

e Business Considerations
e Constraints

o Scope of Analysis
— Inclusive vs. exclusive approach
— Dynamic vs. static approach
— Stochastic vs. deterministic
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Investor Profiles: Problem Statement

contribute to
the urban
core
: stabilize
provide  Neighbor-
acceptable hoods
returmns

Investor Profile: 7he Client

Name: 13Urban Group

Positive Business Philosophy
Contribution ' Critenion: Muost Fitting Use
to Urban Core | Green Cost Premium: 5%

Equity Requirements
RISk ces Low-Moderate

~Term Hold
Moderate,

Acceptable
Retumns
Capital Sources
Equity Avai




Step 2: Situational Analysis

o Strategic Overview
— Macro-economic Environment
— Capital Market Environment
— Spatial Environment
— Space User Environment

e Preliminary Site Assessment
— Situational Analysis: Static, Environmental and Linkages

— Positional Analysis
» Context in which it fits/operates
» Draws on Structure, Succession and Situs Theory

— Opportunity Analysis: What it could be?
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The Full Dimensionality of Real Estate

What are the three key dimensions of Real Estate?

S.... E.... L....

Linkages S
y B

S....E....L ...

Environment
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Static Attributes
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Environmental Attributes (=

Overview —

Amenities and Attributes FEES

Land Use—Present & Future
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Linkage Attributes

— fmiﬂ':"fh_ﬁq T
e University Village .

A

‘(ﬂm’

h 4

7&&,“‘2

Easy vehicle, bus, bicycle access to University District via Eastlake Ave E.
Easy vehicle, bus, bicycle access to Downtown, Capitol Hill, S. Lake Union, Queen Anne.
Eastlake Ave: heavy traffic commuting between Downtown and U. District. 30,000 vehicle trips/day.
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Step 3: Legal-Political-Ethical Constraints

» Legal-Political-Ethical Tie
— Constraints by law: Legal
« Site constraints
» Enterprise constraints (users)
— Constraints by Market
o Capital Market & Investor Constraints
o Community constraints
— Ethical/Political Constraints
o Sustainability and the irretrievable resource commitment
» Goodness of Fit
* Dynamic Nature
— Many constraints are subject to change/negotiation

— Final binding constraints involve trade-offs of legal/political/ethical

© JR DelLisle, Ph.D. o o ]
For more info on implications, see: Case 1: Building Envelope Calculations.



http://jrdelisle.com/cases_tutorials/Cases/jCase1_BldgEnvV5 - Copy.pdf

Seattle Planning Process: Overview

The General Permitting Process
The permitting process is different for each type of permit, but the |
following steps usually apply.

1. Research. Investigate vour property and/or building’s permit
history using DFD's online tools. Check out a step-by-step
breakdown of the Research process,

2. Pre-Application Process. Fill out forms and read about the
process for your specific permit type. Next, draft
code-campliant plans (or hire a professional to do it) that
clearly show what yvou want to build. The plans must
meet DPD's reguirements.

Make sure vou bring all of your drafted plans to DPD for
coaching or intake, so DPD staff have a full understanding of
yvour project and can answer your questions accurately.
Complete and well drafted plans result in a quicker plan review.
Ssmall projects can typically go through a shortened permitting
process, but longer, complex projects must go throuagh a
thorough, plan review process.

3. Screening. Come in to the Applicant Services Center and
meet with a DPD staff member to make sure you have
everything vou need for a successful application.

4. Submittal. Call DPD's Applicant Services Center to schedule
an appointment to submit your application. (Some smaller
projects may be submitted over-the-counter, through our
drop-off process, or through our subject-to-field inspection
process.)

5. Plan Review. DFD reviewers examine your plans and
application. See more details about plan reviews and
corrections.

6. Corrections. DPD reviewers ask for corrections to any errors
they find. Note: keep corrections to a minimum by completing
the research and pre-application processes thoroughly. Most
"carrections” required are actually requests for additional
information.

7. Permit Issuance. Applicant picks up final, approved plans and
permit. DFD notifies the applicant when the permit is ready.
Begin construction.

©J g. Inspections. Applicant schedules mandatory inspections.



Seattle’s Urban Villages

Functional Designation

Urban Center

residential emphasis.

Village
o ) Belltown
1. Primarily residential. Capitol Hill
2. Mixed, with a Pike/Pine

3. Mixed residential
and employment.

Denny Triangle
Pioneer Square
Chinatown/International
District

First Hill

12 Avenue
University District
Northwest Ravenna
Morthgate*

Uptown Queen Anne®
South Lake Union*®

4, Mixed, with an
employment emphasis.

Downtown
Commercial Core

2024 Jobs/
Ll ey Household Ratio
Center City (First Hill/Capitol
Hill, Downtown, South Lake 42
Union, and Uptown '
Urban Centers)
University Community Urban
Center (University District
Northwest, Ravenna, 4.1
and University of Washing-
ton Campus®)
MNorthgate Urban Center 2.5

© JR DeLisle, Ph.D.

Urban Village Figure 1
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To obtain Parcel Characteristics and Zoning

Step 1.

Go to City of Seattle’s website, www.seattle.gov

Step 2.

Select Planning &
Development from
Departments drop
down menu

SEATTLE.GOV

City Services

Departments | Staff Directory

./‘:‘H_

" Se\lim Citizens

I'-.-'Iun‘:ip.ll Court

Find a City Service

||&iﬂ|‘}0l|'|00{|5

|

Par ks‘nml Recreation

Persolinel

Planning & Development

Planning Commission

Police Department

Public Safety C5C

© JR DelLisle, Ph.D.

(e.q. garbage collection, pa
building permits, abandoned vehicle)

Most Requested Services
Find a Job
Miew Live 911 Dispatch

Public LHilities

[

Find Community Resources

Pay a Parking Ticket

3 MY NEIGHBORHOOD

Questions andfor
Complaints?

684-CITY
(206) 684-2489
TTY (206) 615-0476

Service you can count on

| ® NEWS ROOM




mSEM‘TLE.GDU | City Services | Departments | Staff Directory L_,/“'—

S S [ty R

Greg Nickels, Mayor

Department of Planning and Development

Shaping and profecting Seattle's buili and natural environment

Permits | Planning | Research | Enforcement |

Step 3.

Select Research

<
DPD Services ——

- Top of the News . |

= Code

Design
Coordi))

el Shaping and protecting Seattle’s built and natural emy

Manag

Eventsh Permits |

Planning | Research |

“Department of Planning and Develc

Step 4.

aronment

Enforce

Inspec

Sustainable Developn

DPD / Research

Maps

Centralized access to Seattle ma

Land Use Review | ]
Parmits nd inspecfion dafa, GI5 maps and spe
Flanning

cluding zoning and parce

Select Parcel Data

Step 5.

B REW! DPD Activity Locator (Beta) - Yiew permity
to present using Google's mapping technology,
us your feedback,

SPU GIS Map Counter Services - Link to websitE

© JR DelLisle, Ph.D.

city landmarks, environme esignations, special overlay di E nte r add reSS and SearC
B DPD SIS - Buil w, and print map displays using online

integrated perty research tool, =~ = x =
B Parcel Dats - Wiew parcel information in Seattlel] CFD / Research

Seattle Parcel Data

Use this search tool to find parcel information, including simple parcel ma

Mote: If searching by address, only the street name and number are
"&00 E Pine St")

for a selected parcel
uired. {(e.g.,"600" and "Pine¢

Search by Address

Mod  Prefix  StreetMame ~  Type  Suffix
| Al v UNVERSITY v|way  ~NElw

Search

Murnber

4345




Seattle Parcel Data

all users are subject to the Terms of Use., Mo warranties of any sort, including accuracy, fitne
this product, Copyright 2005-06, All Rights Reserved, City of Seattle,

Parcel# 1142000125

This report was generated: Thursday, October 19, 2006

Addresses Located on this Parcel .Parcel Su m mary (Same

Address Status Permit/Complaint Status

4345 UNMIMERSITY WAY NE ACTIVE Wiew Parmit & Complaint Status info rmation as Property Repo rt and
Zoning Info - eReaI Repo rt)

Base Zone Shoreline Zone Dveray Histe

MC2-63

Uthan ¥illage Overday Historic Landmark Numbar Cont .ZO n i n g m aps

University District Morthweast{Urban Center Yillage)

ECA
4% Steep Slope Potential Slide Area Riparian Comidor Wetands Liqu: = == Taaery
w
. Al b e Mo — % |Sstected Parcel—— VIS .
Floodprone Abandoned Landfill Known Slide Area Wildlife Pres. Area Shor, isighborhood Commeniaigs 5 M[ghborhoo#ﬂommemh.@-ﬁﬁl |
Mo Mo Mo Mo Mo E: | | = | | | |
1% 2 S
Overlays ‘ I | | | ‘ | i
Archaelogical Buffer Heritage Tree Heron Habitat Peat Deposit Salmd ‘ | _l — _I |ﬁ____| |
Ma Ma Mo Ma Ma | | | ‘ !_ / | Majorfr.
Aitport Height Oveday | | | l | |
)
| | =i | s
King County Assessor Data p-‘ | |__|_____ |
Property Mame  retail store building PlatMName BROOELY : S il —I |

Present Use Retail Store

LotSq Ft 3,356 warrarties of any sort, inchbding BCCLIECY, fitne=s, of !—n%n:\-mntdsdﬁy adlmm pan\} thiz product. Ci:-p}yriglﬂrl
| ] I I I

Legend

Detailed Zoning Color Key

| |sFs000 B Seattle Mixed

[ |sF7200 [ | Neighborhood Commercial 1
[ |sFos00 [ | Meighbathood Comrmercial 2
© JR DeLisle, Ph.D. [ |RmsLmc [ Meighbathood Comrmercial 3

| -
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Step 4. Trade Area Delineation

e Micro: Region/City/Sub-market

— Spatial trends
o Community or regional growth, spatial skewing, scale and timing
 Structure: Sub-market relationship to broader economic base

— Economic Base

* Employment: composition, drivers, growth
 Elasticity: sensitivity of growth to economic conditions

e Market Segments
— Current Market Segments
— Projected Growth by Market Segment

© JR DeLisle, Ph.D.



Trade Area Delineation
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Step 5: Competitive Market Analysis

A Thriving
« Competitive Analysis Neighborhood
_ Supply: Number Business District
— Value proposition seial
— Price points £
— Competitive advantages —
. N

o Market trends and opportunity areas
— Aggregate data on local population, employment, income, etc.
— Industry trends relevant to the project (e.g., office, retail, apt, ind, hotel)
— Significant popular attitudes and trends in location market

© JR DeLisle, Ph.D.



Commercial Brokers Assoclation

vw.commerclalmls.com

committed to its
mission of helping
members increase
their productivity with
up-to-date commercial
real estate listing

COMMERCIAL BROKERS The Commercial
L ASSOCTATION Brokers Association
. ) - (CBA) i1s @ member
ome - B i .
CBA Services bt‘al‘{'h fUP (:'ff. ! E—Hu 3 owned cooperative

Contact CBA

Search Properties
Member Directory
Affiliates

Account Management

Legal Library information.
Support

Calendar leam more
Join CBA

CBA Quick Stats What's New view all

Search all —

Continuing Education
Credits?
LET'S WORK TOGETHER!

Event Calendar view all

10/25/07 - 1021
Exchanges: The Power
of Strategy - Bellingham
10/21/07 - Buying and

Announcing the new CBA Selling Business
Account Management SEARCH ALL PROPERTIE. Opportunities - Tacoma

Account Management

Portal. _

CBA's online multiple listing service provides commercial real estate i.lfg?t?s;;:ng
Lagin to your account to searches for Sales, Leases, and Business Opportunities in the Pacific e are
manage your Personal, MW. Members also have access to cur Legal Library., Comparable 11/06/07 - CBA North
Account, Payments, Market Analyses, and Broadcast Emails. Marketing Meeting

Education and Event

| 11/07/07 - Commercial
Information.

Real Estate Leases -

Tacoma
enter

© JR DeLisle, Ph.D.



CBA: Properties for Sale

Home
CBA Services
Contact CBA

: Properties for Sale

: Properties for Lease
: Businasseas for Sala

Search Properties for Sale

Choose Property Type:

# office # Retail O Industrial
# Multi- Family @HotelfMutel O Farms/Ranches

# Land
O Mobile Home Park

CBA ID #

Click Here to Search

Choose Area:

Area: \

All Seattle

- Belltown/Denny Regra
- Capitel Hill/First Hill
- Cammercial Care

- Fremont/Ballard

- Greenlzke

- Lake Union

- Pioneesr Square

- Queen Anne/Magnalia
- 5, Seattle

- West Seattle

All Eastside

- 520 Corridor

- Bellevue CBD

- I-30 Caorridar

- Issaquah

- Kirkland

- Redmand

- Snoqualmis/M.Bend

- Suburban Bellevue

[om | »

Search Criteria: \

© JR DelLisle, Ph.D.

Price Range: -
Building SgFt: -
Land SqFt: -
Acres: -
Land Price/Sqft: -

TE Map Page:

StredTNanme:

Click Here to Search




CBA: Properties for Sale Output

Results: 60 [| Previous 123456 Mext 10 [| New Search
CBA: Properties for Sale o ]
Wilsonian Price: $18,000,000
Foaeels Prepentes fue Sake Street Address: 4710 University Way NE - Seattle
Total Building SqFt: 23,942 Cap Rate: 3.44

Brokerage: GVA Kidder Mathews

Campus View Price: £8,500,.000
Street Address: 4322 7th Ave NE - Seattle
Total Building SqFt: 42,183 Cap Rate: 5.72

Brokerage: WPI Real Estate Services, Inc.

Rivendeall Price: £5,500,000
Street Address: 4719 15th Ave NE - Seattle
Total Building SqFt: 34,362 Cap Rate: 3.28

Brokerage: GVA Kidder Mathews

Gold” s Gym of Seattle Price: £5,250,000
Street Address: 3701 Aurcra Ave N - Seattle
Total Building SqFt: 13,110 Cap Rate: 5.30

Brokerage: Northern Coast Real Estate Inc

Price: $5,250,000
Street Address: 14415 Greenwood Avenue N - Seattle
Total Building SqFt: 17,640 Cap Rate: 5.04
Brokerage: CBE Richard Ellis, Inc.

SGA - Shoreline Price: £5,100,000
Street Address: 16325 NE S5th Ave - Shoreline
$per SQFT: $45.03 Acras: 2.560

Brokerage: CE Richard Ellis, Inc.

© JR DeLisle, Ph.D.



CBA for Sale: Cap Rates

Search Prope

Results: 60 [| Previous 122456 Mext 10 [| New Search
Wilsonian Price: £18,000,000
Street Address: 4710 University Way NE - Seattle
& Total Building SgFt: 23,342 Cap Rate: 3.44
I Brokerage: GVA Kidder Mathdws

Campus View PriceNg 2,300,000
Street Address: 4322 7th Ave NE - Seatt
Total Building SgFt: 42,185 Cap Rate:
Brokerage: WPI Real Estate Services, Inc.

Rivendeall Price: $6,500,000
Street Address: 4719 15th Ave NE - Seattle
Total Building SgFt: 24,362 Cap Rate: 3.28

Brokerage: GVA Kidder Mathews

Gold " s Gym of Seattle Price: $5,250,000
Street Address: 5701 Aurora Ave N - Seattle

Total Building SqFt: 15,110 Cap Rate: 5.50
Brokerage: Northern Coast Real Estate Inc

CBA IDst 355142

Wilsonian

4710 University VWay NE
Seattle WA, 38105

King County

Property ID 365142

[ Email |[€5 Map | $18,000,000

For More Information Conta

Marty Leith - GVA Kidder Magffews
Phone: (425) 450-1114 Email: mlei gwakm.com

Property Summary ilsonian

Pgperty Type: Multi-Farity Yar Built: 1923

Price: 53,250,000
Street Address: 14413 Greenwood Avenue N - Seattle
Total Building SqFt: 17,640 Cap Rate: 5.04
Brokerage: CB Richard Ellis, Inc.

TotaNguilding SqFt: | 89 942 / Total SgFt of Lot: 14,834

Total Rh(ﬁ.rea: 86004 / Total Acres of Lot: | 034

Total Llnits:\ 104 / Cap Rate: .44

Status: YW Number of Floors:

HO: ETE.EE‘D' Construction Type:

General Zoning: MNC3-85

© JR DelLisle, Ph.D.



CBA: Commercial on Roosevelt with Flyer

CBA ID# 363858

WESTLAKE ASSOCIATES, INC.
COMMERCIAL REAL ESTATE SOLUTIGNS

FOR SALE

University District
Retail/Office

P

5048 Roosevelt Way INE
Seattle, WA

For More Information Contact: $965,000
Michael Morrell - Westlake Associates, Inc. Three Buillings:
PhoneW046) S05-8409 Email. mikemorreli@westlakeassociates.com CPA Office
Bindery
Wing Zone Rest: t
Pro Summary - University Associates g Some Resturan
Property Type: Office Year Built: 1837 6540 Square Feet Land
Total Building SqFt: | 4,231 \ Total SqFt of Lot: 6,450 NC2-40 Zone
Total Rent Area: 4231 \Iotal Acres of Lot: |0.15 Eight Onsite Parking
Total Units: 3 CINgate: T o 5y 2
. . Westhke Associates, Inc. N
Status: NumbNFloors. 1 Tofems : RSN |
NOL: Constructiol pe: rhgeeigwestlaleassociates.com 0 I
i)
General Zoning: NCZ 40 \ Mike Moxrell - et | i
Westhke Associates, Inc. L] _w_i%. o )
206-505-9409 885 e i|¥ W & NE deih 5t 1 NEla
mikemorreligwesthheassociates.com =) _ MR 2'|° % i1 ﬂ_%n__ st T A o 2
Witk | || 8 il ol -
I Sy Ar |
e S5 e A
AN Eu) I 2
% . g
L x

Westlake fssociates, Inc. - 2810 Eastlake f&ve E, Seatfle, Wa& 92102 - 206-505-9400 - www westlakeassociates com
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CBA: Search for Lease

Haome
CBA Services

Search Propert

Search Properties

: Properties for Sale
: Properties for Lease
t Businesses for Sale

Search Properties for Lease

Choose Property Type or Enter CBA ID #:

© JR DeLis

Member Directory
Affiliates

Account Management
Legal Library
Support

Calendar

Join CBA

I O Office O Retail

O Industrial

OvLand

| Click Here to Search |

Choose Area:

All Seattle

- Belltown/Dienny Regrade
- Capitel Hill/First Hill

- Commercial Care

- Frement/Ballard

- Greenlaks

- Lake Unian
- M, Seattle

- Pigneer Square
- Queen Anne/Magl
- 5. Seattle

- West Seattle

- 520 Corridor
- Bellevue CED

- 1-90 Corrider

- Issagquah

- Kirkland

- Redmand

- Snoqualmis/N,Bend
- Suburban Bellevue

P A T

m | »

Search Criteria:

\

Price Range:

Building SqFt:

Acres:

|
|
Land SgqFt: |
|
|

Land Price/Sqft:

TB Map Page:

Street Name:

| Click Here to Search |




CBA: Properties for Lease

Resultsi 131 [] Previous 123456789 Neti1S[  NewSearch

1115 W 140th Street Asking Rent: $1.00
Street Address: 1115 N 140th 5t - Seattle

Suite Broker SQFT  Rent
“HA-  RE/MAX Matro Realty, Tne. 4,866 $1.00

1115 N 140th Street 1E Asking Rent: $1.00
Street Address: 1115 N 140th Streat - Seattle
Suits  Broker SQFT
HA-  RE/MAX Matro Realty, Inc. 4.8

12500 Block Stone Way N A Rent: 50.13

4141 University Way NE Asking Rent: 521.00
Stresat Address: 4141 University W =
Suite Broker SQFT Rent
3 Yates, Wood B MacDonald 3,432 $21.00

Street Address: 12500 Block
Suite  Broker
“MA-  GVA Kiddar

ne Way N - Seattle

Rent
68,383  $0.3

Asking Rent: $11.00

; Asmociates

party Associates

1311 Republican Street Askin 1 $13.50
Street Address: 1311 Republican 3

Suite  Broker

SQFT  Rent

“NA- GVA Kidder Math 1.200  $13.50

v NE Asking Rent: $21.00

4321 University Way NE i ent: 518.00
Street Address: 4221 : LT 2

H S0QFT Rent
Commercial Property Adviso 8,000 $18.00

1
Asking Rent: 512.00

4512 University Way NE

4321 Commarcial Property Advisors 8,000 $18.00

4312 University Way NE Asking Rent: $12.00
Street Address: 4512 University Way NE - Ssattle
Suite  Broker SQFT  Rent
Floor-2 Yates. Wood & MacDonald 2,434 312.00
4334 Gth Ave Asking Rent: $24.00
Streat Address: 4534 Sth Avanue NE - Seattle

SQFT Rent Street Address: 4512 University VW o pehb—— s m—
Yates, Wood & MacDonald 3,433 $21.00
425 Eastlake Avenue Asking Rent: $10.50 Suite Broker S0QFT Rent
e o — i i Floor-2  ¥ates, Wood & MacDonald 2,434 $12.00
“NA-  Windermare Property Mgmit-Ses 1.050 $10.50
4321 Unversity Way NE Asking Rent: $16.00
Strest Addresa: 4321 Univaraiy Way NE - Sesttle 4554 oth Ave Asking Rent: £24.00
Suite Broker SQFT Rent

- Seattle
S0QFT Rent

2,200 %24.00 ;

Streat Address: 4554 9th Avenus M

Suite Broker
100 Yates, Wood B MacDonald

Suite Broker SQFT  Rent
100 Yates, Wood & MacDonald 3,200 $24.00

4909 Building Asking Rent: oo T 1
Street Addeasss 4303 25t Ava HE - S NG THO
Suite  Broker SQFT Rent
SNA-  GVA Kidder & 18,921 $0.00 apF

sg

IO
AVASLABLE

ate Asking Rent: $42.00 o |1 [ e

rest Address: 507 Nosthgate - Seattle

55305 University Way Asking Rent: 518.00
Street Address: 3303 University Way jlbesesaakbie

Suite Broker SQFT Rent
Floor-1  John L. Scott - Bellevue 1,270 $18.00

‘_b_d

Suite Broker SQFT  Rent
“HA-  Wallace Propacties, Inc 8,410 $42.00
3305 University Way Asking Rent: $18.00
Street Address: 3303 Univarsity Way NE - Saattle
Suite Broker SQFT  Rent
1, Figor-1  John L. Scott - Bellevue 1.270 $18.00 —
777 Thomas Strast Asking Rent: £1.00
Strest Addrsss: 777 Thomas St - Seattls
Swite Broker SQFT  Rent
= " WA= Pacific Real Estate Partners 7,200 s1.00
Raguits: 131 [] Previous 123436789 MNextiS[  newSearch

© JR DelLisle, Ph.D.



Step 5: Alternative Uses/Users Analysis

» ldentify Preliminary Uses
— Major property types: retail, office, warehouse
— Secondary Property sub-types
— Single-use, mixed-use pemcgraphics

« Profile preliminary users

— Internal Analysis
» Entities & packets of functions
* Drivers of Value ;;,
 Trends & Life cycle stage e

— Real Estate Elements
» Spatial needs & internal vs. external orientation
» Approach to real estate solutions

© JR DelLisle, Ph.D.



Market Segmentation

Market Segmentation

« Definition: Homogeneous Groups
— Similar within clusters
— Different among clusters

e The Five-W’s
— Who: classes of consumers (markets)
— What: homogeneous subsets
— Where: spatially or across markets
— When: it is feasible and economically viable
— Why: can be targeted

© JR DeLisle, Ph.D.




Business Analyst On-Line

@ esri

GIS Software that Gives You
THE GEOGRAPHIC ADVANTAGE

Try BAO Free for 14 Days

04:30

s 54

Watch a short video to see Smart Map Search in action.

Sign-up for a free 14-day BAO
premium subscription.

With the trial subscription, you get unlimited
access to all the data and analysis tools
included in a premium subscription and you can
generate up to 7 reports and/or maps
customized to your location.

One unigue feature included in the BAO
premium subscription is Smart Map Search. This
tool allows you to map all your top criteria at
once, quickly revealing your perfect location.
Check it out with your free 14-day premium
subscription.

800-447-9778

Activate Your Subscription

First Name

[Jim

Last Name

[DeLisle

Organization

luw

Email

|jde|is|e@uw.edu

Phone Number

206 999-8092

Username

idelisle_2010

Password

Confirm Password

© JR DelLisle, Ph.D.



Select Site

‘=) @SI Business Analyst Online

Home Select Location

4 p Choose One ¥ Find Location Draw Palygon Select Geographies Import File

[Nl 1 oth Ave and 45ts Street Saattle Wi I F—

Site Mame: Enter Site name (apticnal) 7 e

SN Xl M= R
a = P = =
'“”“UE E\alth St o & ;. - a =
I — e e = = B
oL =) = = A
= < ~ NE 49th
| 1l = _E: |
= B2 | r'IIE University ¥
u S NE 47th St N
L = [ — | |
£ o =
BE= &
%_' &) | | =¥ (?)_ NE 46th St
= (| |- x|
=i | : el
= - e Add site name (Optional) - p—
| l 12th Ave NE & NE 45th St, Seattle, WA 95105
| ] Lzl e talin ]
- [ |[ NE a3 Add rings, drive times or donuts. .. :
E Mowve this point g
B bl | Delete this point
] | NE42nd St
3
m
= =
= \J“
| 2
3 ¥Cid
; £ = / |
. = Umiversil
NE = ]
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Rings and Drive Times

Select Location

Find Location Draw Palygon Select Geographies Import File

Click Next to add rings, drive
times or donuts

Address: | 12th Ave NE & NE 45th St, Seattle, WA ElEi:i.-l.:Ii:;:_' step 1 of 3
g :{EJEJ'JEEF Site name {optional) Y
Select Location
Find Location Draw Palygon Select Geographies Import File

—— % s _ . step 2 of 3
- Rings | : i —
Prev @ m Click Mext to get reports, save M ext
Radius ENN N Gn mites) tis i o ceate  now st

My Layers v

Radius {in miles) : 5

B

! 1 mile W=

. /
I 3 I n g S {ED Site name: : 12th Ave NE and NE 45th St, Seattle, WA 98105 l

\ Get reports.. .
2 miles B4 Edit site

Edit site colars
|¥| Show ring labels
Organize sites, ..

Compare sites..,

Clear this site from the map

© JR DelLisle, Ph.D.
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Donuts and Drive Times

© JR DeLisle, Ph.D.



Market Analysis:
Target Market Potential Commercial Tenants

» LargerSpaces:
= Meighborhood Bistro or Coffee Shop
= Doctor's Office
= Beauty Salon
Anomelous « Matural Dry Cleaner
Lifestyles Averagerent: S22/sffyr
» SmallerSpaces:
= Massage Therapist
= FlowerShop
= Art Gallery
= Artist Studio

Market Segmentation

Averagerent: 518/sffyr
Ballard Average Office Rent: 524.35/sffyr

Ballard Office Vacancy Rate: 4.8%
Seattle Office Vacancy Rate: 8.1%

Market Analysis:
Potential Residential Tenants

» Residential Studio
= Low to moderate income with litde need for extra space. Single Tenant.
SEATTLE: HOUSEHOLDS BY AGE AND INCOME » £750/Month — Required Annual Income of $36,000
25 25-34 3544 4554 » 2 Bedroom Apt

Income Less Than 315K BFIF 6672 5372 5012
Income 515K-25K 3833 6780 4477 3J8E3
Income $25K-35K 3159 907 5EBEZ 4678
Income S35H-50K 2797 11858 9315 TO7F 3 = 51,470/Month — Required Annual Income of $70,000 combined
Income SB0K-TEK 21581 14212 11,780 10387
Income S75H-T00K e TFA 7511 8743
Income 3100K-125K 385 3841 3907 4469 . B Ay

d Are
Income §125:- 150K 213 1818 2184 2341 z_;glg_;? Zﬁ;—ﬁ;gs %
Income 51 50K-200K 90 1AL 2139 2135 ; 1 i
Income $200K+ 867 1,293 Z331 2742

= Versatile. Couples, family, roommates, single with additional space,
home office.

Median Income

Total 638672 D4 738 49557

Source: Easidemographics

L, Market Analysis




Step 7: Identify Alternative Uses

Alternative Use Analysis

[
=] =
Alternative Layouts

TR §37.523,125 F20.T5T 0 F29.400.940 L5247 330 - §4.5000

TECm £30.333,337 FA0. 300,000 F40,4138, 543 SA3.E01,.330 L3740

Gag:

TRSjve

TECm. SLL,665,763 59,443,303 FLLAOL7,603 £5,254,550 53,7439

2 i —

%&?ﬁ'oi?@iﬁt?@,'see: The Interactive Design-Marketing Model in Determining Highest and Best Use



http://jrdelisle.com/research/IDMModel_AJJ85.pdf

Step 8: Select Optimal Use

o Specify Alternative Use Process/Level of Analysis
— Determine goals and objectives
— Select criteria for evaluation
— Assign weight to each criterion (e.g. 1 to 10)
— Rate strength of each alternative (1 to 10 scale)
— Weight (multiply) strength score by importance score

e Compare
— Relative rank order of alternatives based on total scores
— Total score vs. cost/return to make economic trade-off

e Understand
— Attribution Analysis
— Sensitivity Analysis

© JR DeLisle, Ph.D.



In the End, It’s All About the Numbers

Poar Uoratrucboes M prmeta
T o Srocesdal SR TTAnm
Mgt Coxa

Merigags Pwprana

Fay Repecemeant CoEs

Financial Returns

Rty Py sk

A

# Financial Calculations

2006 Team E2

R DeLisle,.Ph.D. . . ’ .
F0r more m?o on making numbers “easy to crunch,” see: Case 3: Frontdoor/Backdoor Analysis.



http://jrdelisle.com/cases_tutorials/Cases/jCase3_FDBDv6.pdf

Most Fitting Use: Standardizing Scores

Unweighted Most Fitting Use

© JR DeLisle, Ph.D.

Criteria Office | Retail |Industrial| Apartment| Hotel |AVG
Most Suitable Use 8.4 6.8 5.8 9.8 84| 79
Politically Palatable 6.1 8.2 2.6 6.8 6.3| 6.0
Highest & Best Use 5.9 4.0 3.7 7.5 6.3] 55
Unweighted Ratings 6.8 6.3 4.0 8.0 70, 6.4

Weighted Most Fitting Use

Criteria Wagts [ Office | Retail |Industrial| Apartment]| Hotel |AVG
Most Suitable Use 40% 3.4 2.7 2.3 3.9 34 31
Politically Palatable 30% 1.8 2.5 0.8 2.0 19/ 18
Highest & Best Use 30% 1.8 1.2 1.1 2.3 19| 16
Weighted Ratings 100% 7.0 6.4 4.2 8.2 72| 6.6

Attribution of MFU/Weighted

Criteria Office | Retail |Industrial| Apartment| Hotel |AVG
Most Suitable Use 48%| 43% 55% 48%| 47%| 48%
Politically Palatable 26%| 38% 18% 25%| 26%]| 27%
Highest & Best Use 25%| 19% 26% 271%| 26%| 25%
Weighted Ratings 100%]| 100%]| 100% 100%]| 100%| 100%

Deviation from Average

Criteria Office | Retail |Industrial| Apartment| Hotel |AVG
Most Suitable Use 7%| -13% -26% 25% 7% 0%
Politically Palatable 2%| 3% -57% 13% 5%| 0%
Highest & Best Use 8%| -27% -32% 37%| 15%| 0%
Weighted Ratings 6% -3% -36% 25% 9%| 0%




Step 9: Profile Use to Create Value

Recommendation Visualized

T ITY]

foeeeee
seee
11]

Montlake -
2006 Team C1

_____

5 Leaseable Floors
‘ 1 Structural Parking Floors
167 Parking Stalls Provided

162 Parking Stalls Reqguired

2006 Team A2 *

Off-street delivery

Building Footprint = 32,425 SF

© JR DeLisle, Ph.D. 2006 Team B1



Step 10: Specify Strategy to Control & CaptureValue

Solution-Investment Attributes Creating Value

= Arbitrage through strategic up-zone Controlling Value

. ) D —
«Early-to-market opportunity i
«Superior risk-return profile Analysis __/Development Djgetadion Disposition

«Enviable community appeal |ﬂa ﬂﬂa

O dB CapturingVaIue»

«Excellent marketability

«Flexible exit strategy I

Exit Strategy: 5-8 Year Hold

« OPTION 1: Institutional buyer or REIT
- Bundle with other properties for mass

- “We're seeing exit cap rates being adjusted
upward maybe 50 basis points”

= Mike Makar (Senior Managi ng Director, CBRE Melody),

MAIOP Breakfast, November 28, 2007

« OPTION 2: Condo-convert

- Sell off office and retail space to smaller
investor or to business owners

© JR DelLisle, Ph.D.



Summary

o The 3Cs: Creating, Controlling and Capturing Value

 Critical Thinking

o Applied Market Analysis

© JR DeLisle, Ph.D.
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