e selection for o new wuln

family complex begins in the

office with a business plan, nol

a realtor With 8 percent of 1he

gross nalional product ($830
Rillican ) spent every vear on new sites and
[acilities, companies recognize the inpaor-
lance ol these decisions and want new
sies and acquisitions 1w be in the right
place the first time Hlowever, successiul
ventures go far heyond the taditional
it of location, location, location tea
myvriad of other variables that determine
operational value, Balancing the impor-
tance of convenience 1o major roads,
shopping and receeational areas with the
vverall business plan and sirategy is the
challenge, and s where most Lail 1o
address their effons,

Fram a tactieal and operaticnal stand
paint, compantes olien lose feoes and
paticnce after spondding a good deal ol
tme and money nammowing their site
selection down 1o g lew choices. After
such countless hoors and dallars, execn
tives seck o guick site deeision so the
bnlding process may commence,

However, hasty  decision-making can
leaed 1 poror tactical site selection, which
can end up costing the company more in
the long ran Fom prablems including
insullicient imfrastructure, inability 1o
expand or inadegquate housing demand.
T ensure that proper site selection deci
sions arc made, companies should have
4 comsistent, integrated  approach that
comsiders strategic, tactical and opera

ticnal issues,

Start with a Business Plan

Thae st step inany site selection process
should alwiys be development of o pro-
ject business plan. The business. plan
should be consiswent with the company's
stated poals and  objectives, Based an
croms-finctional management inpat, and

include Torecasts for a mindmuom of e
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years, thowgh 10 vears would be ideal
Beginning with the business plan forces
discussion among company managemen
about key site ano wilding components
carky i the process. o this tine, manage
ment 15 aware el st agree o

the project objectives, assomptions and

Key Elements for
Proper Site Selection

« Business Plan
— Unit forecasts (five to 10 years
= Other business opportunities for
the site (requiring space).
— Key assumptions.
lisk assessment.
— Management objectivea
(cost end timing}.
- Management spproval,

= Needs Requirements
- [mfrastructure (power, watar,
ielephone, sewer, transportation

and labar).
- Hegulatory (zoning, permits and
envirenmental).

~ Space {under roof, ancillary and
total purchasea).

+ Selection Criteria

- Business considerations
{current and future growth).

- Financial considerations (capital,
appreciation, regulatory and tax
incentives),

ace considerations
Ze, shape and infrastructure).
— Environmental considerations

howmndaries (1e, capital limitadons), This
step provicdes the basis for determining the
projects needs and requirements

pany crucial items need 100 e ad-
dressed i the business plan, including g
list ol adl lonsing types and other Tacilities

cxpected 1w be invobved onesite: Al arhe
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|y Mical B, Kee

space-hased prigects that are éxpreted 1o
o during the plan horizon also shonld
be included (ie, o parking soricmore).

Ivs dmportant o consider whether the
such as club-
fitavess

site will liave “exiris”
houses; conflefence rooms or
rocns, Though these extras may not be
added  onil Taer, they require Targe
amaounts ol space and mare capital,
which makes them an imporant addi-
tiaan ter the business plan.

The wncertainty of the funire necessi-
taes the inclasion of a rsk assessment
plan thay specilically deals with the posi-
tive and  negative aspects related o
changes in the maonber of planned units
addition of other Tacilities, low accupancy
rates and changes of business need (for
cxample, new housing types on-site) 1o the
business plan, The public's growing con-
cernn about aos of werorism alse chal
levges mulGfamily executives o addeess
security and coergenoy responses in their
business plans and risk assessments.

Determine Needs Up-Front

Aller compiling the daa assembled for
the business plan and secouring approval
fromn all eam members, o needs assess
mment should be pedfonned, The needs
assessment should foeus onanfrastruciure
requirements and space regquirements.

Infrastruciure
utilities [ponwer, water andd sewer), env

recuirements  include

ronmental permins, access 1o major roads
anid highwares, and aailabilivy of skilled!
unskilled labor For an cxisting bosiness
that s expanding 1w a2 new  location,
infrastrocture requircments caan be deter-
mined based on the information i the
business plan along with data Trom eas
ing operations: 1F i mvolves o new buosi
ness of aperation, docoment assumed
recuirements in the business plan and
include them in the risk assessmem
Determining space requirements iy
usually viewed as the fun panal the



properiy management

project. Uinfortunately, this is often where
managers first become imvalved in the
priocess — after the Ginal siwe s sclected
and oo Late o the process 1o really make
a difference. This can lead 1w problems
based on differing goals and objectives
betwern the two partics — managers amd
teary members. By having imanagement
invalved from the first step of developing
the business plan, many of these prohleims
are alleviated before the site selection.

Adthougsh o scale sossors and alue wire
thie tooks used W Npure oul space reguine
roven s and Tvonoes in thie past, today these
tasks are performed  using sophisticated
computer-aided design [CALY) programs
and spreadshects. The first step s breaking
doveen all magor operations imto “reechod
ies " A freeshody is bess described ag a log-
ical space unit comprsed of redated iems.

For example, a standard - singlesstory
duplex maght be 2,500 square Teet, bl
with the additional space for driveways
andl back patios, the standard  duples
frei-bady ds 10000 square Teet This
samie exercise should be perlormed Tor
miajor utilities, oflive space and pools
Arvanting the free-hodees o wrions con
Ggurations helps dewernmine  propery
femgth and widich consideratons as well
as general space reguirements.

Mo ial vou bave a general ddea of
space recuarements; what aboot gotal
prarehase sized Vhimatel, the amonm of
fand purchased wall be some maliple of
the 1otal space requirements lgored
alviwe, called the site sizing Tactar {55F)

The final 5517 wilt aenend on o things:
the certainty of the ~oepess plan and the
amomnt of meney vou are willing Lo
spend 1o protect voursell against the risks
identified in the buesiness plan.

Fhe 5517 shouddnt = 2a set number for
a company o oan dustryy rather, e
should be determinea ana case-hy-case
basis. Teswever, bencnmarks: provide a
goand place o start,

Consider vour  existing operations.
Which are positioned well for gronwth?
Would additional ceDmprove Nexi-
bilivy? would Tess space reduce Mexibiling?
Aosurvey of local commpetitons may reveal
that the average land o building ratio in
the area s twio to one Consider that fact
along with their ahility 10 expand exist
ing developmene
divigion o
should be able wi a good ddea of
whene o stan. Modify thae staning poing
hased on vour long-term plans, risks and
ather vanables. 1 alter determining a
S515 the cost 15 Loo “h for the project,
fal fand purchase
Ilenwrevier, Bre suire 1o cs-tain a rght ol first
refusal an addinonal Land that might he
necded i the future,

o acd a new sub-
s duplexes. Yo

consider a smaller

Final Selection Criteria

Armed with the infrastructare and
space reguirements developed above, an
mternal real estate division or an ouside
read estane Braker showld have ne prah
lern findiong several pareels of Tand that

el The project’s needs,

Total LS. Expenditures on New Facilities

1999 2000

Source; B
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2001 2002 Projected

itias Faraning, 2nd edition, Tompking, et. al. WS, Deparimeant of Commeca
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Before You Take
the First Step

Answering these guestions may
seem simple, but thelr answers
are necessary and should help to
justify needs, as well as define a
successiul project.

1) Why am | expanding or building
a new facility? (Out of space,

nenw market, etc.)

for the

2} What are my objec
new site? (Increase market-
share, long-term growth, single
focus ve. mixed purpose)

at does success ook like?
[(Affordability, faw and regulatory
issues and timing)

lhese regquirements, along with tradi
tional oriteria such as daollars per square
Tt tax incentives and location, form the
hasis Tor seledtion erteria, A cross-funic-
ticmal team should spend Gme discussing
and randang the critenia, as all sies won't
v the same Tevel of atributes,

Wihile it may sound simplistic, writing
doven and apreeing W the relative tmpoar-
tance ol these eriteria Torces discussion
and alignment aving this done before
e decision deadline will alleviawe many
Beackaches ad long mectings.

The coneept developaent surts 1o pay
ol when candicdate parcels of lad ane vis-
ileel Al sites should Tiest e evaluased by
teving several lavout variations {long- and
shost-term) 1o ensare the property. will
meel space and layout needs, Propeny
attribanes (infrastructure) shoald then e
Histed and sites ranked according w thei
performanee v specilicd criteria

Combining subjective criteria rankings
with management boundaries, such as
cost oand tming, provides the basis o
make a well-informed selection decision:
Ty aadilivion, vou gain a bener idea of how
e dimplement the preject, resulting i
lemser precgect costs, reduced time 1o stan
up and a finished  produa that betier

suits yourl necds 0

Micich 1t Kee o orestdens and fownder of
The CAPLAN Group: He can be reached ot

micithigeefooaplan-wro, com.



