Financial Analysis and Feasibility Study
1. Land Value Analysis
As part of the financial analysis for Broadway Center, we began with identifying a realistic land residual based on development revenue and cost estimates (to be described in further detail below). By approximating Year 1 stabilized NOI for the property and applying a market cap rate, we were able to net out project costs and obtain a residual land value. We performed this simplistic analysis on the four site plan scenarios we generated in initially determining the best retail mix and layout for the site. 

We analyzed these scenarios to determine which would support the highest land value. Our Base Case scenario offered a land residual of $138k despite using a somewhat aggressive 7% stabilized cap rate. We considered a 2-story scenario whose higher costs and lower rents only made matters worse. We determined that a three pad scenario anchored by a drug store would support a land value of $1.7 million, but might impose additional permitting risk. Lastly, the Hybrid model with a grocery anchor, pharmacy pad and inline yielded a land value of $1.3 million. This assumes that exclusionary clauses in the grocery lease would not preclude a pharmacy on the same site. Detailed financial analysis and site plans for each of the scenarios can be found in the Appendix. 

Due to the hybrid case having the highest residual land value without substantial permitting risk, we ultimately selected this site plan as the model for Broadway Center. To confirm that the hybrid plan residual land value of $1.33 million was an acceptable price, we spoke with brokers, local community organizations and developers. 

A local broker indicated the land value should be between $1 and $5 million.
 Lawrence Community Works, a non-profit community development organization in Lawrence indicated that they would be able to pay approximately $1.5 million should the entire property be in Lawrence.
 Lastly, in asking developers what they would pay for the land, we repeatedly received the response: “Not much.”
 Thus, we felt assuming a land value of $1.33 million, which was on the low end of the broker’s estimate, was acceptable for purposes of this analysis. 

2. Development Costs
Development cost estimates were obtained by speaking to developers and brokers and consulting construction cost estimating tools such as RS Means.
 We are planning a standard retail product with attractive facades, but with overall simple finishes and design so that the project is profitable in a challenged demographic area. The total development budget includes the cost of land, hard costs, soft costs, including architectural, engineering and legal fees, a developer fee, construction interest and a construction loan guarantee fee. Total project costs are $14.5 million or $179 per buildable square foot.
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Hard costs include the construction of a “white box” and tenant-specific build out requirements (TI allowance) of $10 per building square foot. Major contracts will include foundation, concrete, asphalt surfacing, electrical, plumbing, HVAC, windows and roofing. 
Soft costs include traditional consulting and design fees. Since this is a fairly standard project we believe consultant costs can be kept to a reasonable minimum. Architectural design costs are estimated above. Engineering will likely include a traffic study required by the municipalities. A Phase I environmental report has already been commissioned by the seller with the results showing that the site is free of environmental contaminants. We will examine this during our due diligence to determine whether we can rely upon its conclusions.

A construction management fee of approximately $30,000 has been built into the budget for the 12-month construction period. F,F&E is not applicable for this project. Legal fees are estimated at $100,000 with an additional allowance of $160,000 for entitlements and permitting fees. Fees for leasing, construction and permanent financing are about $100,000 each. Lastly, we have provided for a 10% soft cost contingency should any of these costs increase.

A developer fee in the amount of 3% of total hard costs has been provided to cover overhead costs for the development team. 4% fees are common in the industry, however, due to our team’s relatively thin development experience, we have reduced this fee to 3%. Also, the development fee is not funded until construction starts. 

To obtain a guarantee on the construction loan, we have provided for a construction loan guarantee fee of approximately $150,000. Lastly, the construction financing is expected to have a 7.0% interest rate, with 50% of the funds outstanding for 50% of the construction period. It is assumed that the construction loan will be for approximately 80% of total project costs and could be provided by traditional construction financing lenders such as Bank of America. 
With permanent financing available from various sources at 200-300 bps over the 10-year treasury, the interest rate on our permanent loan could range from 6.5% to 7.5% (10-year treasury closed at 4.50% March 18th, 2006). The mortgage constant for our 10-year 30-year amortization permanent financing could range from 8.9%. Given our projected NOI and a 1.25x Debt Service Coverage Ratio, this gives us a total take-out loan of approximately $10.9 million, leaving the balance of $2.7 million to be financed with equity. The permanent loan is fully amortizing over a 25 year period.
While we would most likely have to use a national construction lender for the construction loan, for the permanent loan we could choose a national player such as Bank of America or a conduit CMBS lender, or a local player such as Sovereign Bank, Citizens’ Bank and TD Bank North. We could source equity via partnership with regional developers in Boston or other real estate opportunity funds in the area.
 Further information about the project’s capital structure is in the next section.

The detailed development cost budget is as follows:
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Total Cost

Cost PSF

Land Acquisition

1,333,000

                

 

6

                 

 

Site Work and Landscaping

962,500

                   

 

12

               

 

Anchor Cost

4,500,000

                

 

100

             

 

Inline Cost

2,503,600

                

 

110

             

 

Pharmacy Cost

1,612,800

                

 

120

             

 

Tenant Improvments

812,000

                   

 

10

               

 

Hard Contingency

478,945

                   

 

6

                 

 

Construction Mgmt

32,256

                     

 

0

                 

 

Architectural

150,000

                   

 

2

                 

 

Engineering

50,000

                     

 

1

                 

 

Legal

100,000

                   

 

1

                 

 

Entitlements & Permitting

162,400

                   

 

2

                 

 

Leasing Commissions

100,000

                   

 

1

                 

 

Construction Loan Fees

100,000

                   

 

1

                 

 

Permanent Loan Fees

100,000

                   

 

1

                 

 

Soft Contingency

100,000

                   

 

1

                 

 

Developer Fee

326,095

                   

 

4

                 

 

Loan Guarantee Fee

147,045

                   

 

2

                 

 

Construction Loan Interest

933,085

                   

 

11

               

 

Total Costs

14,503,726

              

 

179

             

 


3. Revenue Estimates 

Retail rental rates in the Lawrence & Methuen areas were estimated using sources such as realtor listings online and local developers.
 For the grocery anchor, we received rental rate estimates between $8 and $10 per square foot, triple net. Pharmacy pad tenants pay significantly higher rental rates of $23 to $35 per square foot. Lastly, inline retail tenants ranged from the low to high teens per square foot. Based on these estimates and recognizing that Broadway Center is in an economically challenged area, we applied the following rental rates to estimate revenues:
[image: image3.wmf]Summary of Rental Rates

Rent PSF

Annual Total

Anchor Rent

9

                           

 

405,000

          

 

Inline Rent

12

                         

 

273,120

          

 

Pharmacy Rent

24

                         

 

322,560

          

 

TOTAL GROSS ANNUAL RENT

1,000,680

       

 


Other assumptions for retail revenue included vacancy, lease renewal probabilities, lease terms and operating expenses. Detailed assumptions can be found below:

[image: image4.wmf]Assumptions

Grocery vacancy

5%

Pharmacy vacancy

5%

Inline vacancy

10%

Inline lease term

5 years

Inline renewal prob.

67%

6 months vacancy if no renewal, All leases NNN

Operating Expenses

(5.90)

$              

 

psf

Capital Expenditures

(0.30)

$              

 

psf

Cap rate for reversion event

7.75%

Ann. rent growth - Anchor

1.0%

Ann. rent growth - Inline

3.0%

Annual expense growth

2.5%


4. Capital Structure

The capital structure for Broadway Center is fairly straightforward. We have assumed an 80%-20% construction debt to equity ratio. The 20% equity is funded primarily by an opportunistic equity partner and 10% from the developer. The debt to equity ratio remains 80%-20% throughout the long-term hold of the project and the equity partners can remain constant or be taken out upon construction completion. 

[image: image5.wmf]Capital Structure 

Total Amount

As % of total

Interest Rate

Construction Loan

10,856,513

           

 

80.0%

7.0%

Permanent Loan (25 Year Amort.)

10,856,513

           

 

80.0%

7.5%

Equity Partner (90%)

2,442,715

             

 

18.0%

N/A

Equity from Developer (10%)

271,413

                

 

2.0%

N/A


5. DCF Analysis

To complete a full DCF analysis, we estimated a project timeline including a 3-year construction and leaseup phase with a 10-year long-term hold. 

Total Construction & Leaseup Timeline: 36 months

· Due Diligence / Negotiation: 
3 months
· Permitting / Planning: 

12 months
· Sitework: 



6 months
· Construction: 



12 months
· Leaseup: 



12 months
[image: image1.wmf]Cost Summary 

Total Cost

Cost PSF

Land Cost

1,333,000

             

 

16

                   

 

Hard Cost

10,869,845

           

 

134

                 

 

Soft Cost

894,656

                

 

11

                   

 

Developer Fee

326,095

                

 

4

                     

 

Loan Guarantee Fee

147,045

                

 

2

                     

 

Construction Loan Interest

933,085

                

 

11

                   

 

Total Development Cost

14,503,726

           

 

179

                 

 


We estimate the construction process to take 9-15 months. Approvals in Lawrence and Methuen require community board approval and could take approximately a year. We would not proceed with construction without leases in place for the anchor and at least major interest in the in-line. Given the dearth of new retail space in the trade area we believe leasing could proceed during construction and would be completed within six to twelve months following receipt of a Certificate of Occupancy.
To quantify rental revenue during the 12-month leaseup period, we have assumed that the grocery and pharmacy anchors begin paying rent upon construction completion as those properties were pre-leased. For the inline tenants, we assume quarterly leaseup in the amount of 25% of the retail inline space per quarter so that by year-end, the inline space is 100% leased.
 

The results of the DCF analysis, including all cost, revenue, operating, capital structure and sales assumptions above are as follows:

[image: image6.wmf]Key Financial Return Data

IRR of Project Cashflows

6.1%

Discount Rate / Cost of Capital

7.6%

Project NPV

(1,371,281)

       

 

IRR to Equity Investors

2.8%

Year 1 stabilized NOI

906,322

           

 

Yr 1 NOI Yield-to-Cost

6.2%


Since the IRR at the project level (6.1%) is less than the project’s cost of capital (7.6%), the NPV of the project is negative in the amount of -$1.37 million.
 Additionally, the IRR to equity investors of 2.8% is insufficient to attract equity capital. The YR 1 NOI Yield-to-cost is on the low side, but could be acceptable for institutional-quality retail properties. 
Due to these poor financial results, we will need alternative financing to be able to proceed with the project and attract traditional equity capital. One possibility for sub-market financing is the federal New Markets Tax Credit program. Because the proposed Broadway Center is located in a low income census tract, the project is eligible for this program. 

[Insert New Markets Tax Credit section]

Results from New Markets Tax Credit Financing
We replaced the maximum allowable 22% of debt financing for the proposed Broadway Center development with the NMTC subsidized loan that is subordinate to the traditional construction loan and long-term permanent financing. Because this subsidized loan charges only 1% interest, the financial results of the project were substantially altered. 
The revised capital structure for the project is as follows:

[image: image7.wmf]Capital Structure 

Total Amount

As % of total

Interest Rate

NMTC Loan

2,985,541

             

 

22.0%

1.0%

Construction Loan

7,870,972

             

 

58.0%

7.0%

Permanent Loan (25 Year Amort.)

7,870,972

             

 

58.0%

7.5%

Equity Contribution - USA (90%)

2,442,715

             

 

18.0%

N/A

Equity Contribution - Developer (10%)

271,413

                

 

2.0%

N/A


Additionally, because the amount and length of time that the construction loan was being used decreased, the total construction interest charged on the project also decreased. Total project costs decreased to $14.2 million, or $175 per square foot. This represents almost $300,000 in savings, or approximately $4 per square foot. Also, the overall results on the long-term hold benefited substantially from the 7-year NMTC subsidized financing. Results of the revised DCF analysis are as follows:
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w/ NMTC

$ / % Change

IRR of Project Cashflows

6.1%

0.0%

Discount Rate / Cost of Capital

6.3%

-1.3%

Project NPV

(149,510)

         

 

1,221,771

           

 

IRR to Equity Investors

7.9%

5.1%

Year 1 stabilized NOI

906,322

          

 

(0)

                        

 

Yr 1 NOI Yield-to-Cost

6.4%

0.2%


Two key things to note from these financial results are that the returns to equity investors increased more than 500 bps and the cost of capital to the project decreased by 1.3% causing the overall project NPV to become closer to zero. 
While these numbers represented a vast improvement over the scenario without subsidized NMTC financing, we recognized that the equity IRR of 7.9% was still unlikely to attract traditional equity capital. Thus, we ran several sensitivity analyses to determine at what point we may be able to achieve market equity returns.
The first sensitivity analysis we performed was on the land value. Specifically, we analyzed the effect a reduction in land price had on overall returns to equity. The results are as follows:
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Equity IRR

1,333,000

$               

 

7.9%

1,000,000

$               

 

9.0%

750,000

$                  

 

9.9%

500,000

$                  

 

10.7%

250,000

$                  

 

11.6%

Sensitivity Analysis


Even as the land price approached zero, the returns to equity were still barely reaching the threshold of market requirements. Thus, we recognized that a reduction in land price was unlikely to assist us in achieving financial feasibility.

Second, we tested the effect of a change in inline retail assumptions on overall returns to equity. Since we had received indication from some developers that inline rental rates in the low to mid teens could be achieved, we decided to test those scenarios. The results of this sensitivity analysis on rental rates are as follows:

[image: image10.wmf]Year 1 Inline

IRR to Equity

Retail Rental Rate

Investors

$ 12

7.9%

$ 14

10.0%

$ 16

11.9%

$ 18

13.6%

Sensitivity Analysis


Unfortunately, the equity returns did not attain market required returns until rental rates were at least $18 per square foot. Given the existing market in Lawrence, we believe it is highly unlikely that rental rates of this level could be achieved.

Conclusion of Financial Analysis
Based on our financial analysis and anecdotal evidence gained from the various market participants interviewed, we got the impression that the project should have been feasible given the overall development strategy. In speaking with Bill Beckeman of Linear Retail after the presentation last week, we learned of a recent transaction in Dorchester whereby a Stop & Shop was paying $12 per square foot as a grocery anchor tenant, far exceeding our estimate of $9 per square foot. This retail center was not unlike the concept we had proposed and the area demographics were comparable. Furthermore, we learned of an additional development in New Bedford, MA where a Price Right grocery anchor was paying $13 per square foot. 

Using these two inputs, we ran one more sensitivity analysis on the revised grocery anchor rents to quantify the effect on equity and overall project level returns. These results are as follows:
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$12 PSF

$13 PSF

IRR of Project Cashflows

7.8%

8.3%

Discount Rate / Cost of Capital

6.3%

6.3%

Project NPV

1,621,442

       

 

2,211,760

           

 

IRR to Equity Investors

13.4%

14.9%

Year 1 stabilized NOI

1,034,572

       

 

1,077,322

           

 

Yr 1 NOI Yield-to-Cost

7.3%

7.6%


Thus, from these results, it is evident that by identifying and securing a lease with a grocery anchor at $12 or $13 per foot (holding other original assumptions constant), Broadway Center becomes feasible and generates attractive returns with a positive project level NPV.
Detailed representations of the DCF analyses can be found in the Appendix. 

Appendix for Finance Slides
Residual Land Analyses

1. Broadway Center – Base Case


[image: image12] 
Base Case Site Plan

	
	
	
	

	 
	SF
	PSF
	$

	NNN Retail
	
	
	

	Grocery
	45,000
	$9.00
	$405,000

	In Line
	47,920
	$12.00
	$575,040

	
	92,920
	$10.55
	$980,040

	less Vacancy @ 5%
	
	
	$49,002

	Stabilized NOI
	
	
	$931,038

	
	
	
	

	Cap Rate
	
	
	7.0%

	
	
	
	

	Stabilized Project Value
	
	$143
	$13,300,543

	
	
	
	

	Total Hard and Soft Costs
	
	$142
	$13,161,931
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	Residual Land Value
	 
	 
	$138,612


	Development Costs
	
	
	

	 
	SF
	PSF
	$

	Hard Costs- Grocery
	45,000
	$100
	$4,500,000

	Hard Costs- In Line
	47,920
	$110
	$5,271,200

	Soft Costs
	
	$10
	$929,200

	Tenant Improvement
	
	$10
	$929,200

	Construction Loan Interest
	
	
	$569,831

	Site Work
	
	
	$962,500

	Total Hard and Soft Costs
	 
	$142
	$13,161,931

	
	
	
	


2. Broadway Center – Second Story
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Second Story Site Plan

	
	
	
	

	 
	SF
	PSF
	$

	NNN Retail
	
	
	

	Grocery
	45,000
	$9.00
	$405,000

	In Line - 1st Story
	47,920
	$12.00
	$575,040

	In Line - 2nd Story
	25,920
	$10.00
	$259,200

	
	118,840
	$10.43
	$1,239,240

	less Vacancy @ 5%
	
	
	$61,962

	Stabilized NOI
	
	
	$1,177,278

	
	
	
	

	Cap Rate
	
	
	7.0%

	
	
	
	

	Stabilized Project Value
	
	$142
	$16,818,257

	
	
	
	

	Total Hard and Soft Costs
	
	$147
	$17,484,091
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	Residual Land Value
	 
	 
	-$665,833


	Development Costs
	
	
	

	 
	SF
	PSF
	$

	Hard Costs- Grocery
	45,000
	$100
	$4,500,000

	Hard Costs- In Line
	22,000
	$110
	$2,420,000

	Hard Costs- 2-story In Line
	51,840
	$125
	$6,480,000

	Soft Costs
	
	$10
	$1,188,400

	Tenant Improvement
	
	$10
	$1,188,400

	Construction Loan Interest
	
	
	$744,791

	Site Work
	
	
	$962,500

	Total Hard and Soft Costs
	 
	$147
	$17,484,091

	
	
	
	


3. Broadway Center – Three pads
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Three pads Site Plan
	 
	SF
	PSF
	$

	NNN Retail
	
	
	

	Pharmacy Pad
	13,000
	$17.00
	$221,000

	2 Additional Pads
	7,000
	$24.00
	$168,000

	
	20,000
	$19.45
	$389,000

	less Vacancy @ 5%
	
	
	$19,450

	Stabilized NOI
	
	
	$369,550

	
	
	
	

	Cap Rate
	
	
	7.0%

	
	
	
	

	Stabilized Project Value
	
	$264
	$5,279,286

	
	
	
	

	Total Hard and Soft Costs
	
	$179
	$3,589,000
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	Residual Land Value
	 
	$85
	$1,690,286


	Development Costs
	
	
	

	 
	SF
	PSF
	$

	Hard Costs- Pad
	20,000
	$120
	$2,400,000

	Soft Costs
	
	$10
	$200,000

	Tenant Improvement
	
	$10
	$200,000

	Construction Loan Interest
	
	
	$189,000

	Site Work
	
	
	$600,000

	Total Hard and Soft Costs
	 
	$179
	$3,589,000

	
	
	
	


4. Broadway Center – Hybrid Case

	
[image: image16]

Hybrid Case Site Plan

	

	 
	SF
	PSF
	$

	NNN Retail
	
	
	

	Grocery
	45,000
	$9.00
	$405,000

	In-Line
	25,920
	$12.00
	$311,040

	Pharmacy Pad
	10,000
	$24.00
	$240,000

	
	80,920
	$11.81
	$956,040

	less Vacancy @ 5%
	
	
	$47,802

	Stabilized NOI
	
	
	$908,238

	
	
	
	

	Cap Rate
	
	
	7.0%

	
	
	
	

	Stabilized Project Value
	
	$160
	$12,974,829

	
	
	
	

	Total Hard and Soft Costs
	
	$144
	$11,641,631
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	Residual Land Value
	 
	 
	$1,333,198

	Note: Assumes grocery store lease does not exclude pharmacy on same site.

	Development Costs
	
	
	

	 
	SF
	PSF
	$

	Hard Costs- Grocery
	45,000
	$100
	$4,500,000

	Hard Costs- In Line
	25,920
	$110
	$2,851,200

	Hard Costs- Pharmacy Pad
	10,000
	$120
	$1,200,000

	Soft Costs
	
	$10
	$809,200

	Tenant Improvement
	
	$10
	$809,200

	Construction Loan Interest
	
	
	$509,531

	Site Work
	
	
	$962,500

	Total Hard and Soft Costs
	 
	$144
	$11,641,631

	
	
	
	


Summary of Residual Land Value Analyses
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DCF Analysis for Broadway Center with traditional financing (abbreviated)
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DCF Analysis

Yr 1 Yr 2 Yr 3 1 2 3 4 5 6 7 8 9 10

DEVPT COSTS

Land Cost (1,333,000)        -                       -                      

Hard Cost -                        (9,782,861)       (1,086,985)      

Soft Cost (417,506)           (318,100)          (159,050)         

Developer Fee -                        (293,486)          (32,610)           

Loan Guarantee Fee -                        (147,045)          -                      

TOTAL COSTS (1,750,506)        (10,541,491)     (1,278,644)      

PGI

Grocery Anchor 

636,975           636,975        647,128         657,477        668,027        678,782         689,746         700,924         712,320        723,941         735,790         

Pharmacy Pad

231,101           381,763        386,711         391,736        396,841        402,026         407,293         412,645         418,082        423,606         429,219         

Inline Retail 

237,558           366,664        377,059         387,752        398,749        410,061         421,696         433,663         445,972        458,633         471,656         

TOTAL PGI

-                      

1,105,633        1,385,402     1,410,898      1,436,965     1,463,617     1,490,869      1,518,735      1,547,231      1,576,374     1,606,180      1,636,664      

Op Ex + Taxes (479,080)          (479,080)      (491,057)       (503,333)       (515,917)       (528,815)       (542,035)       (555,586)       (569,476)       (583,712)        (598,305)        

NOI (1,750,506)        (10,541,491)     (652,091)          906,322        919,841         933,632        947,700        962,054         976,700         991,646         1,006,899     1,022,467      1,038,359      

Less Cap Ex -                       (24,360)            (24,360)        (24,969)         (25,593)         (26,233)         (26,889)         (27,561)         (28,250)         (28,956)         (29,680)          (30,422)          

PBTCF (1,750,506)        (10,541,491)     (676,451)          881,962        894,872         908,038        921,467        935,165         949,139         963,395         977,942        992,787         1,007,937      

Reversion Event

-                       -                      

13,205,156    

Const. Pd Interest

NMTC Loan Interest -                        -                       -                       -                   -                    -                    -                    -                    -                    -                    -                    -                     -                     

Construction Loan Interest -                        (197,199)          (735,886)          -                   -                    -                    -                    -                    -                    -                    -                    -                     -                     

Stabilized Pd. Interest

Less Debt Service (PERM) (962,744)      (962,744)       (962,744)       (962,744)       (962,744)       (962,744)       (962,744)       (962,744)       (962,744)        (962,744)        

Loan Take Out (PERM) (8,755,591)     

Less Debt Service (NMTC) -                   -                    -                    -                    -                    -                    -                    -                    -                     -                     

Loan Take Out (NMTC) -                     

EBTCF (1,750,506)        (10,738,690)     (1,412,336)       (80,782)        (67,872)         (54,706)         (41,277)         (27,579)         (13,605)         651                15,198          30,043           4,494,757      

Net CF to Equity (1,750,506)        (963,622)          -                       (411,674)      (67,872)         (54,706)         (41,277)         (27,579)         (13,605)         651                15,198          30,043           4,494,757      

IRR to Equity 2.8%



DCF Analysis for Broadway Center with subsidized New Markets Tax Credit financing (abbreviated)
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DCF Analysis

Yr 1 Yr 2 Yr 3 1 2 3 4 5 6 7 8 9 10

DEVPT COSTS

Land Cost (1,333,000)        -                       -                      

Hard Cost -                        (9,782,861)       (1,086,985)      

Soft Cost (417,506)           (318,100)          (159,050)         

Developer Fee -                        (293,486)          (32,610)           

Loan Guarantee Fee -                        (147,045)          -                      

TOTAL COSTS (1,750,506)        (10,541,491)     (1,278,644)      

PGI

Grocery Anchor 

807,975           807,975        819,838         831,914        844,209        856,725         869,468         882,443         895,655        909,109         922,810         

Pharmacy Pad

231,101           381,763        386,711         391,736        396,841        402,026         407,293         412,645         418,082        423,606         429,219         

Inline Retail 

237,558           366,664        377,059         387,752        398,749        410,061         421,696         433,663         445,972        458,633         471,656         

TOTAL PGI

-                      

1,276,633        1,556,402     1,583,608      1,611,402     1,639,798     1,668,812      1,698,458      1,728,751      1,759,709     1,791,348      1,823,684      

Op Ex + Taxes (479,080)          (479,080)      (491,057)       (503,333)       (515,917)       (528,815)       (542,035)       (555,586)       (569,476)       (583,712)        (598,305)        

NOI (1,750,506)        (10,541,491)     (481,091)          1,077,322     1,092,551      1,108,069     1,123,882     1,139,997      1,156,423      1,173,165      1,190,234     1,207,636      1,225,379      

Less Cap Ex -                       (24,360)            (24,360)        (24,969)         (25,593)         (26,233)         (26,889)         (27,561)         (28,250)         (28,956)         (29,680)          (30,422)          

PBTCF (1,750,506)        (10,541,491)     (505,451)          1,052,962     1,067,582      1,082,476     1,097,649     1,113,108      1,128,861      1,144,915      1,161,277     1,177,955      1,194,957      

Reversion Event

-                       -                      

15,642,451    

Const. Pd Interest

NMTC Loan Interest -                        (17,219)            (29,744)            -                   -                    -                    -                    -                    -                    -                    -                    -                     -                     

Construction Loan Interest -                        (78,052)            (517,184)          -                   -                    -                    -                    -                    -                    -                    -                    -                     -                     

Stabilized Pd. Interest

Less Debt Service (PERM) (697,989)      (697,989)       (697,989)       (697,989)       (697,989)       (697,989)       (697,989)       (697,989)       (697,989)        (697,989)        

Loan Take Out (PERM) (6,347,804)     

Less Debt Service (NMTC) (29,855)        (29,855)         (29,855)         (29,855)         (29,855)         (29,855)         (29,855)         (29,855)         (29,855)          (29,855)          

Loan Take Out (NMTC) (2,985,541)     

EBTCF (1,750,506)        (10,636,762)     (1,052,379)       325,117        339,737         354,631        369,804        385,263         401,017         417,070         433,433        450,110         6,776,218      

Net CF to Equity (1,750,506)        (963,622)          -                       456,111        339,737         354,631        369,804        385,263         401,017         417,070         433,433        450,110         6,776,218      

IRR to Equity 7.9%


� Yanni Tsipis, Meredith & Grew.


� Tamar Kotelchuck, Lawrence Community Works.


� Tom Maher, Eastern Development; Bill Beckeman, Linear Retail. 


� Meredith & Grew, Eastern Development, Linear Retail.


� The Urban Strategy America Fund provides equity capital to relatively inexperienced development teams. Per conversation with Amanda Strong, MIT CRE alumna.


� Commercial Multiple Listing Service, Linear Retail, Eastern Development.


� As indicated in the assumptions, a 10% vacancy loss is applied to the inline rental income throughout the leaseup period on whatever portion of the retail space is currently leased. 


� To calculate the project’s cost of capital, we have assumed a 10% cost of capital for the equity and 7% for the debt in accordance with the construction loan’s interest rate.
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Summary of Site Plan Alternatives

		Site Plan
Total SF		H+S     Avg
Costs  Rent
(psf)       (psf)		Hard + Soft Costs		Land Value 
(@ 7%)		Other

		Base Case
92,920 sf		$142      $11
		$13.2MM		$138,612		Preferable urban design

		2nd Story
118,840 sf		$147      $10
		$17.5MM		-$665,833		Infeasible

		3 Pads
20,000 sf		$179      $19
		$3.6MM		$1,690,286		Entitlement risk

		Inline + Grocery + Pad
80,920 sf		$144     $12
		$11.6MM		$1,333,198		Blend of ideas, Use NMTC to augment returns?













































Standard strip centers are being abandoned for shopping centers that have designs that are more attractive and create a sense of place. 

These innovations are not outlandish – people are creating them all over the place.

This is somewhat suburban, but given the context around the site – most of buildings around the site are up at the street. Makes sense in the context. 

Connecting this building to grocery in the back – doesn’t increase rental rates we can obtain, not sure much cost offset, but does increase entitlement risk. 
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