How to start: You will find a typical real estate economic analysis attached below this statement of the theory of how to introduce the theory of development for underutilized land and or buildings.  Please feel free to contact the Corps of Engineers District serving your POST for assistance with collecting and analyzing the data needed to fill in the green blocks and, for assistance with the completion of the Report of Availability.
Out-leasing for cash or in kind services of Real Estate owned by the United States in U.S. Army Custody begins with the introduction of the development process.

The procedure is similar to the  market driven development process.  Four generally accepted levels or, stages of endeavor, define the development process.  The levels: Conceptual Planing, Schematic Designing, Design Development and Construction Documentation correspond (roughly) with the Report of Availability, the Notice of Lease and the Execution of the Enhanced Use Lease.

Due Diligence should begin at the conceptual stage.  The economic analysis supporting Highest and Best Use of the property, as well as, the physical and legally possible elements of Highest and Best Use for the property, should be introduced at the conceptual or Report of Availability stage of the Garrison’s development process. The responsibility for the financial due diligence begins with the inception of the Report of Availability and, becomes more advanced as the Notice of Availability of Lease is published and the responses analyzed.  Responsibility for Due Diligence will extend   through the execution of the lease and, can extend through  the enforcement of the terms and conditions of the lease.  The return to the Army is defined in terms of cash however; Garrison’s and MACOM can also investigate the acceptance of the return in like kind services.


PRO FORMA AND MARKET TEST 






LOAN TO COST RATIO  






ASSUMING A LOAN WILL BE
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85.000%





OF THE GROSS INCOME INCOME DEVOTED TO 






DEBT AND OPERATING EXPENSE






known as the default ratio






BUILDING SIZE
100,000
IN NET RENTABLE FEET




EFFICIENCY
93.000%





BUILDING SIZE
107,527
GROSS CONSTRUCTION SIZE




COSTS
$85.00
PER GROSS FOOT OF CONSTRUCTION




TOTAL
$9,139,784.95
HARD COSTS




soft costs
7.50%
points, legal, accounting




TOTAL
$9,825,269
CONSTRUCTION COSTS











PREDICTED RENT
$27
PER RENTABLE FOOT




GROSS INCOME
$2,700,000
FROM SPACE




INCIDENTAL INCOME
$81,000.00
CONCESSIONS AND PARKING




TOTAL
$2,781,000
GROSS INCOME











AVAILABE FOR OPERATIONS AND DEBT







CASH BUDGET
$2,363,850.00
(85% OF GROSS)



EXPENSES/FOOT
$16.00
 FOR BUILDING OPERATIONS 




TOTAL EXPENSES
$1,600,000.00





EXPENSES/ FOOT
$1.50
FOR REAL ESTATE TAXES




R.E. TAX TOTAL
$150,000.00





RESERVES
$27,810.00
FOR REPLACEMENTS




OTHER EXPENSES
$13,905.00






$1,791,715.00
TOTAL EXPENSES




AVAILABLE FOR DEBT
$572,135.00






7.50%
LOAN CONSTANT




LOAN JUSTIFIED
$7,628,466.67
BY AVAILABLE CASH











CASH TO INVESTOR OR DEVELOPER






GROSS LESS BUDGET
$417,150.00
15.00%




LESS VACANCY  LOSS
$139,050
5.00%




AVAILABLE TO EQUITY
$278,100





EARNINGS REQUIRED
9.00%
PRE TAX




EQUITY CAN INVEST:
$3,090,000 





JUSTIFIED INVESTMENT
$10,718,466.67
FOR LAND AND BUILDINGS











LESS BUILDING COSTS
($9,825,269)





RESIDUAL LAND VALUE
$893,197.85












 LAND VALUE INDICATES A CHANCE FOR SUCCESS 






IF THE SALES OF SIMILAR LAND CLOSELY SUPPORT THE RESIDUAL LAND VALUE













THE NEXT LOOK IS THE DEBT COVERAGE RATIO EXAMINATION






LENDERS WILL TYPICALLY LOOK AT THE D.C.R  WHICH IS SIMPLY AN ALLOCATION OF






NET INCOME TO DEBT
A D.C.R  WRITTEN:
1.15




MEANS WE DIVIDE THE NET INCOME (N.O.I.) BY THE D.C.R. TO REACH DEBT SERVICE













GROSS INCOME
$2,781,000





LESS EXPENSES
$1,791,715.00





LESS VACANCY LOSS
$139,050





EFFECTIVE GROSS
$2,920,050





NET INCOME
$850,235.00





D.C.R.
1.15





DEBT SERVICE JUSTIFIED
$739,334.78





LOAN CONSTANT
7.50%





LOAN JUSTIFIED
$9,857,797.10





EQUITY RECEIVES
$110,900.22





EQUITY RETURN DESIRES
9.00%





EQUITY JUSTIFIED
$1,232,224.64





AMOUNT FOR LAND AND BUILDING
$11,090,021.74





LESS BUILDING COST
($9,825,269)





AVAILABLE TO LAND
$1,264,752.92












The second analysis helps corroborate the first













now just to check:






DEBT SERVICE
$739,334.78





EQUITY PAYMENT
$110,900.22





VACANCY LOSS
$139,050





OPERATING EXPENSES
$1,791,715.00





GROSS RENT REQUIRED
$2,781,000.00





NET RENTABLE AREA
100,000





$ PER FOOOT REQUIRED
$27.81





PREDICTED
$27












THE THIRD ANNALYSIS TELLS US ITS CLOSE TO DOABLE 






and we should continue our exploration of the highest and best use





