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A Problem for Whom?

Adjacent Property
and Business Owners

4 WALLTO WALL 1
= Ml ITEMS OFVRLUE BELOW COST 3

M INCLUDING FITURES

Current or Potential Downtown
Tenants Revitalization Efforts



For whom ighe White Elephant Building
Problem and How is it a Problem?

Property Owner




For whom ighe White Elephant Building
Problem and How Is it a Problem?

City




For whom igshe White Elephant Buildina
Problem and How Is it a Problem?

Adjacent Property

and Business Owners wNegative impact on
property values

wNegative impact on
rents

wReduced pedestrian
movement

wAdverse impact of
vacancy

wSense of faillure

wBroken Window
syndrome

wlmage of all business«Fs




For whom ighe White Elephant Building
Problem and How Is it a Problem?

Current or
Potential Tenants

WALLTO WALL

0 ITEMS OFVALUE BELOW COST 3
INCLEDING FINTURES |

wNegative impact on
business of building
condition

w Potential liability

wPotential impact on
Inventory

wlmage of the businesg
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rented are properties
that are ready to be
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For whom ighe White Elephant Building
Problem and How Is it a Problem?

Downtown
Revitalization Efforts




For whom ighe White Elephant Building
Problem and How Is it a Problem?

Others

wPreservationists
wPolice department

wlndustrial recruitment
office

wDlI NRSyYy Of d
clubs

wlnsurance agency
wProperty sellers

wFinancial institutions
with mortgages
downtown

wDowntown residents
oDthers
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What is the Source of the Problem’

The
Building




A Worldwide Economic chaos

A Continuing Uncertainty

A Residential real estate values down
20% to 40%

A Banks overburdened with mortgages

A Commercial real estate problems ove

next 34 years
A Institutional investors in real estate mortgages now

over reacting

A Strong credit rating and track record no longer
sufficient to obtain loan

A Even if rates are good, loan terms, loan to value ra
and debt coverage ratios will mudhUCHIess
favorable

A Very conservative appraisal environment




What can youwlo about the
National Factor?

Not a damn thing!




Since mfluencmg the National
CIF OU2NER A& 0Se?2

Work on the problems on which you can have an impact

Refuse to take the blame for factors you cannot influence

Use this time to plan and prepare for when the national

factors are more favorable

. Make sure you have (or are assembling) the tools needed
addresshe White Elephant Buildinghen that opportunity

arises

Make sure you understand the variables that affect the

problem
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reinvest in his/her building
when you think they
should?
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3) The avoidance of hassle

4) The project is not within their risk tolerance
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Four Facts of Life
about Historic
Buildings

1. There are far more
historic buildings
worthy of
preservation than
can be made into
museums




Four Facts of Life
about Historic
Buildings

2. Not the richest of
governments
have the financial
resources to
preserve all the
historic buildings.




Four Facts of Life
about Historic
Buildings

3. Historic buildings
are most at risk
when:

a) Thereis no
money

b) When there Is
lots of money




Four Facts of Life
about Historic
Buildings

4. Inthe end,
historic buildings
are real estate




Functional
Obsolescence. !




Functional obsolescence may
exist when:

AThe use for which a building was built no
longer exists

AThe use for which a building exists no
longer exists In that form

AThe systems (heating, electrical,
pl umbi ng, etc.) don

AWhen the spatial configuration of the
building Is extremely inefficient



What are our options?

1. Do nothing
2.Tear down
3.Reinsert old use
4.Museum
5.Manage as a ruin

6.Adaptively reuse



Do Nothing
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Reinsert old use




Museum
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Adaptive
Reuse




What are our options?
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6. Adaptively reuse




the response to
loss of utility
(functional

obsolescence)
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ASite Relationship: pedestrian, barrigee & vehicular
access

AGeometry: are, volume, orientation, expandability

ASpatial Character: room dimensions, proportions

AStructural Character: live load capacity, spans, load paths

ARobustness: fire & storm resistance, durability, thermal
efficiency

AOccupant health/safety: hazardous materials, egress

ASystems Infrastructure: efficiency, sustainability,
maintainability

AExternal services: water, sewer, communications
power & fuel, solar access
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Michael Henry, AIA, Watson & Henry Associates
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A
A
A

A Necessary for every humamé{wlty
A Buildings downtown arelnvestf

A

A Every Parcel Unique

Characteristics of Real Estate

~ixed In Place
~Inite In- Quantity

_asts longer than any ofits qusessor

All real estate iIs local




Measures of Investment Quality

Dependable Timing of the
Income Stream Return

Appreciation Favorable Tax Minimum Risk of
Potential Treatment Loss

Ease of

Leveragability Liquidity Management




Investment Criteria Excellent | Good |Fair |Poor
4 3 2 1
High Income o
Dependable Income O -
Timing of Return -
Appreciation Potential O ™
Favorable Taxation - O
Minimum Loss Risk O -
Leverability o o
Liquidity ® O
Ease of Management - O

@ Certificate of Deposit @ White Elephant Building



The Risk/Reward Relationship

RISK

REWARD



The Returns
from Real
Estate

A Cash

A Appreciation
A Amortization
A Tax Savings







The Cost/Value Relationship

When Value
Exceeds Cost
Capital will
flow quickly
to the
opportunity




Development
Incentives




In real estate what makes UpOST?

Acquisition Price
Construction Costs
Professional Services
Fees

Constructipn Financin
Miscellaneous Costs




In real estate what makes up
VALUE?

Rent
Vacancy
Expenses

Operation

Amount
Rate
Term

Risk
Alternatives
Tax Benefits

Appreciation
Market Liquidity
| Management



Lack of Tools




Development
Incentives
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== Directed to a particular need

2 2 NJ

== Directly related to the gap

== Paired with appropriate regulations

= Clearly communicated

== Actively marketed

== Simple in implementation

== Within an overall policy objective

== Depoliticized




Common
Denominators
of Successful

Historic

Adaptive

Reuse Projects



Common Denominators of Successful
Historic Adaptive Reuse Projects

¢

Imaginative
catalyst



Common Denominators of Successful
Historic Adaptive Reuse Projects

Public sector
participation



