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Chapter I
Introduction

This paper focuses on a single
real estate development project in
Boston, Massachusetts. It is composed
from the perspective of a consultant
working for a private developer or
real estate trust, charged with the
duty of examining investment opportun-
ities and providing recommendations.
The presentation format parallels that
of a prospectus which thoroughly re-
searches and analyzes the site to re-
veal its development potential for
varied types of investors.

The Bancroft-Rice School was
chosen as the subject of research for
two reasons. The first is because it
exhibits significant potential for
redevelopment, The school buildings,
although recently fallen into disre-
pair, are impressive examples of French
Academic architecture, quite uncommon
in Boston's South End. It is also one
of the few sites in the urban area
with existing on-site parking. The
school is excellently located within a
short distance from the fashionable
Back Bay District, in an area which is
beginning to experience considerable
reinvestment. In addition, the re-
cently completed Copley Place mixed
ise project, situated only two blocks
away, compounds the site's potential
value. The proximity to work centers
Aand access to retail, transportation,
rultural and recreational facilities
further expands the opportunities for
~ successfu' -~daptive reuse.

The second reason for studying
the Bancroft-Rice property is because
the disposition of public buildings,
particularly schools, is becoming more
and more common. The Citv of Boston
recently placed nine schools on the

market, while other communities have also

begun selling their surplus properties.

Tremendous development opportunities can
be realized pending favorable agreements
between municipalities and developers.
The presentation of a financially sound
project with community benefits out-
weighing public costs can often result
in a reduced selling price, making the
project economically very attractive.

Synopsis

I have set out to accomplish
five basic tasks: site description,
market analysis, formulation of
viable development alternatives, com-
plete financial analysis, and final
recommendation for optimum develop-
ment of the site. These tasks cor-
respond to the five following chap-
ters which are briefly summarized
below.

Chapter II. Description of the Site.
A detailed examination of the site

is presented including a discussion
of the architecture, size, condition
and selling price of the buildings.
This chapter also includes a sketch
plan and photographs to illustrate
the appearance and physical layout.

Chapter III. Market Analysis. This
chapter is organized into two parts.
The first section carefully explores
the indirect economic forces affect-
ing potential development. This in-
vestigation is generally focused on
the ever import locational factors
(ie. character of the area, access to
services, parking, etc) as well as
existing building and zoning regula-
tions. Immediately these indirect
influences begin to eliminate certain
development options while indicating
an increased potential for others.
The primary suitable use identified
for the area is residential with the
possibility for a minor office com-
ponent.




The second part of the chapter
then analyzes the direct economic
forces affecting supply and demand to
further specify the highest and best
use of the property. Census informa-
tion at three levels, census tract,
city wide, and SMSA is used to anal-
yze current trends indicating housing
demand, and also to identify the tar-
get population. Recent sales data
allows the identification of the most
marketable types, sizes, and prices
of housing units as well as the most
popular amenity features. This com-
bination of information presents a
true picture of current housing de-
mand. The following examination of
development currently underway and
existing housing supply allows the
projection of the estimated future
residential demand and determines the
marketability of the new units. The
chapter concludes with a summary of
market analysis findings and the re-
sulting suggested parameters for
optimum development of the site.

Chapter IV. Description of the Pro-
ject. The suggested parameters are
employed in this chapter to formulate
two development alternatives. The
first is an entirely residential
condominium development. The second
alternative is also primarily resi-
dential condominiums, but also con-
tains professional offices on the
first floor of both buildings. A
complete description accompanies each
alternative including the sizes,
prices, and amenities of the units,
as well as the financing arrangements
and detailed cost estimate. Sketch
plans and elevation drawings are also
included to illustrate the proposed
layout of the buildings and parking
lot.

Chapter V. Financial Analysis. The
financial feasibility of both devel-
opment alternatives is thoroughly
analyzed in this chapter. Three
scenarios varying from most optimis-
tic to '"worst case'' are detailed for

each alternative. They differ in
selling rate, price, rent, lease up
period, and construction cost. Com-
puter spread shéet models developed
for the two alternatives are then used
to test the varying scenarios, deter-
mining the sensitivity of these vari-
ables with regard to their effect on
the financial success of the project.
The key indicators used to indicate
the measure of success are: Total
Discounted Return After Taxes, Net
Present Value of Profit, Return on
Investment After Taxes, Internal Rate
of Return and Investment Value.

This chapter also examines the
possibility of developer assisted
mortgage financing. As determined by
the market analysis, a large percen-
tage of the target population has the
income necessary for mortgage payments
but not the savings for a down payment.
Therefore, reducing the initial equity
requirement may greatly increase the
sales appeal of the units. The cost
of this type a buy down is weighed
against the benefits of a potentially
shortened selling time. The Total
Discounted Return After Taxes result-
ing from varying selling periods is
examined. This indicates the poten-
tial value of having the units sell
more quickly and suggests a dollar
amount parameter for investment in a
buy down of this type.

The chapter concludes with the
comparison of the two development
alternatives. Each option is evaluat-
ed with regard to the differing needs
of individual investors.

Chapter VI. Conclusion. Finally,
the conclusion is presented in two
parts. The first summarizes the
analyses conducted, reiterates the
recommendations for optimum develop-
ment of the site and indicates the
types of investors which would most
likely gain from investment in the
project. The second part focuses on
how the project would benefit the




City of Boston. This is particularly
important because the site is being
sold at the City's discretion and it
will be necessary to prove that the
financial revenues and other advan-
tages outweigh the public costs in-
curred. The results of a fiscal im-
pact analysis are presented with
other supporting information illus-
trating the lasting value of the
project.
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Chapter 11
Market Analysis

The market analysis is accom- A Indj.reCt ECOIIOIniC

plished in two steps. First, the in-

direct economic influences which be- Il.lfl

gin to suggest suitable uses for the uenCeS

site are explored. This includes All indirect economic influences
locational factors such as proximity are examined at the onset of the mar-
to services and character of the area ket analysis. These factors instant-
as well as existing building and zon- ly begin to eliminate certain develop-
ing regulations. Secondly, after the ment alternatives while illustrating
most appropriate general uses have an increased potential for others.
been cited, the direct economic in- These influences are investigated un-
fluences are examined in detail. The der the following topics:

forces of supply and demand are ex- ) o
amined to yield the best estimate of Location, tbe genergl descrlpt}on and
market conditions. The conclusion of background information concerning the
the chapter utilizes the results of neighborhood,

the market study to identify paramet- Character of the Immediate Area, an
eis for the optimum development of indication of the visual impression
the site. the area projects,

Transportation Linkages, an illustra-
tion of the site's accessibility to
emplovment, retail and residential
centers,

Parking, a description of the loca-
tion, quantity and type of parking
available to potential site users,

Access to Services, the proximity to
commercial, cultural and recreational
facilities,

Existing Regulations, the limitations
on potential uses and restrictions
affecting building expansion or al-
teration,

AND

Points of Interest, an identification
of significant sites which exert an
attracting force on potential devel-
opment .




Location

The Bancroft-Rice site is located
on Appleton Street at the inter-
section of Dartmouth Streei in Boston's
Historic South End. The area is pre-
dominantly residential with a limited
number of small first floor retail
establishments and occasional offices.
To understand the composition of this
neighborhood, it is necessary to exam-
ine its developmental history. This
city neighborhood developed pri-
marily between 1850 and 1870 as a
fashionable residential quarter. Three
and four story brick townhouses with
swell-fronts, mansard roofs, high
stoops and black iron railings lined
the streets. The area prospered and
grew until the turn of the century.
At that time the neighborhood began to
decline. After wealthy residents
abandoned the area, most large homes
were converted to rooming houses and
apartment buildings, housing poor im-
migrants. The crime rate rose sharply
in the following years hastening the
South End's decay.

Redevelopment efforts began in
the 1960's and can be viewed as having
occurred in two phases. The first
phase benefited the low income resi-
dents who remained in the South End
after the middle class exodus to the
surrounding suburbs. Subsidized hous-
ing and other publicly aided projects
helped to rejuvenate the area for its
current population.

The second phase of redevelopment
began in the late 70's and has con-
tinued into the 80's, coinciding with
the renewed desire on the part of the
middle and upper class to live within
the City, and the redevelopment
of the adjacent Back Bay District.
Many areas of the South End, particu-
ularly those at the fringe of the Back
Bay, have experienced redevelopment,
generally of the small scale, building
by building type. These private ef-
forts are geared to attract middle

and upper income residents into the
area, an objective quite different
from that of the first redevelopment
phase.

It is helpful to note that most
of the phase one type redevelopment
has occurred in the Southern - most
section of the South End and most of
the phase two type has occurred in the
Northern - most section bordering Back
Bay. In between these two areas and
within them as well, rows of original
townhouses from the 1850's and 60's,
primarily used for rental housing, re-
main potential targets for redevelop-
ment.

The Bancroft-Rice School is lo-
cated in the Northerly section of the
South End as illustrated on the fol-
lowing map. This map as well as oth-
ers depicting neighborhood influences,
shows a significant portion of Back
Bay, as the site's proximity to this
prestigous residential, commercial and
cultural center has a large impact on
its desirability. Back Bay's Victor-
ian buildings, brick sidewalks and
historic lighting have created an im-
pressive neighborhood attracting many
residents who can affort its high
prices and disappointing those who
cannot. The logical spillover area
for those wishing proximity to the
elegance of high quality galleries,
specialty shops, hotels and restau-
rants, but finding Back Bay unattain-
able, is the adjacent South End, lend-
ing greater potential to the Bancroft-
Rice School location. Further, the
site is only 1% blocks from the new
Copley Place Development with its mix
Jf hotels, offices and retail estab-
lishments,
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Regulation of Uses

The site's zoning classification
is H-3, In general, the '"H" indicates
that the District is intended for pri-
marily residential use. All types of
attached, detached and semi-detached
single family, two family, and multi
family dwellings are allowed. All
commercial and industrial uses are
prohibited. However, service estab-
lishments such as barber shops,
dining rooms, and news stands are per-
mitted as accessory uses to buildings
with 50 dwelling units or more, as
long as they are entered from within
the building and geared primarily to
serve the occupants of the site. Of-
fices of an accountant, architect,
attorney, dentist, physician or other
person not accessory to a main use may
be located in an H District as a con-

" ditional use. This requires the prop-
erty owner to apply for a Conditional
Use Permit from the Board of Appeal
which will then make a determination
on the case after public notice and
hearing. Appendix A provides
a complete list of uses permitted by
right as well as conditional uses
allowed within the H Districts.

Dimensional Regulations

The ''3'" in the site's H-3 zoning
classification is indicative of a
floor ratio requirement. This means
that the floor area of a structure
can be no greater than three times
the total lot size. This is only one
of the dimensional requirements impos-
ed on the Bancroft-Rice property.
Appendix B summarizes the
dimensional regulations, interprets
what they mean in terms of the site
and examines the current status of
compliance or non-compliance with the
regulations.

Parking Requirements

All parking spaces provided on-
site must have minimum dimensions of
at least 8! feet by 20 feet. The num-
ber of parking spaces required is de-
pendent on the type of use:

Use Requirement

Residential .6 space per dwel-
ling unit

Office 1 space per 900 sq.

ft. of ground floo:
area and/space per
1,800 sq. ft. of
other floor area

1 space per 1,800
sq. ft. of floor
area

Institutional

Points of Interest

Specific points of interest ex-
isting in the area surrounding the
Bancroft-Rice School Site are describ-
ed and pictorially represented in
Appendix C. The purpose of this
display is to familiarize the reader
with the many attractions of the
neighborhood which may entice poten-
tial users to the site. These amen-
ities increase the desirability of
the site location and consequently
also increase the potential market
price once redeveloped. The Copley
Place Development, designated as a
point of interest is discussed in de-

tail later in the chapter.



Summary of Indirect
Economic Influences

The examination of indirect eco-
nomic influences indicates the site's
propensity for residential uses. To
begin with, the immediate neighborhood
is primarily a residential quarter,
where considerable redevelopment is
occurring. It's location offers many
attractions for residents. The most
important one being the proximity to
the fashionable Back Bay District,
where every desirable commercial, cul-
tural and recreational service is a-
vailable. The site is also easily
accessible to many transportation
modes, including a new subway line
which will link the area with all com-
muter trains. The parking require-
ments of a residential use could be
accomodated on the site. In addition,
resident parking is available on most
of the surrounding streets.

The existing zoning regulations
also encourage residential development,
All types of housing is permitted in
the district, while industrial and al-
most all commercial uses are prohibit-
ed. Specific types of professional
offices such as those of a physician,
architect, or accountant are allowed
as a ''conditional use''. However, this
type of use is less established in the
area. There may be a potential market
for offices in the area but currently
this remains relatively untested.

After initial review of the neigh-
borhood, the permitted use which appears
most viable is residential. A small
number of offices may be considered as
part of a mixed use development, but
the most appropriate use is residen-
tial. No prohibited use appears
attractive enough to con-

21

template the likelihood of a zoning
change or variance.

In addition, many historical, cul-
tural, architectural, and recreational
points of interest are located within
close proximity to the site. They
seem to attract residents who wish to
live near them. Their notariaty also
helps to advertise and spotlight the
neighborhood. All the preceeding
factors add to the marketability of a
residential development at the Ban-
croft-Riee site.



B. Direct Economic
Influences

While indirect economic influ-
ences tend to limit viable development
opportunities to some type of residen-
tial units, the analysis of factors
directly affecting supply and demand
further specifies the highest and best
use for the property. The influences
are investigated under the following
topics:

Description of Market Area Population,
general background information on con-
sumers in the market area and identi-
fication of the target population,

Market Conditions, interpretation of
present trends and other information
regarding current conditions,

Recent Development, examination of all
types of new development, with partic-
ular attention given to residential
projects,

Projected Housing Demand, estimation
of future residential demand,

AND

Competing Housing Projects, identifi-
cation of current and expected future
housing development.

The chapter concludes with a
summary of market analysis findings
and an indication of parameters for
optimum development of the site.
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Market Condit]

The influx of this new-type res-
ident group is expected to continue,
increasing the demand for higher qual-
ity housing accordingly. To substan-
tiate this assumption as well as the
existence of generally perceived char-
acteristics of the new population,
current trends are analyzed and inter-
preted. For reader-ease, the informa-
tion is organized by general interpre-
tive claims which are supported by the
available data. Census information is
examined at three levels: the census
tract (encompassing the site and com-
prising a portion of the Back Bay
fringe area), the City of Boston
(showing City wide trends), and the
SMSA (indicating activity in the en-
tire metropolitan area).

Appendix D illustrates the
location of the number 707 Census
Tract, which encompasses the site.

2A

1. THE POPULATION OF THE IMMEDIATE
AR NDIN H T N-

CREASING.

While the population of the SMSA
and the City has remained relatively
constant over the last two decades,
the census tract has experienced an 8%
increase. The area had seen a decline
in population through the 1960's but
began enjoying a renewed popularity
after 1970.

Population Change

X Change Tract
8 [}
City
o
4 SMSA
®

1960 1970 1980

® U.S. Census of Pop. and Housing 1960,.70.6 80




2. THE INCREASE IN POPULATION IS

PRINMARILY DUE TO THE IN-MIGRATION
OF YOUNG, SINGLE OR NEVWLY MARRIED

'YOUNG

INDIVIDUALS HOSTLY WITHOUT CHILDREN,

AND WHOH DEMONSTRATE THE DESIRE AND
ABILITY TO PAY FOR RELATIVELY HIGH

QUALITY HOUSING.

This claim is broken down into
the following three main components:

25

The percentage of the population
ages 25-34 was distributed relatively
evenly over the tract, city, and SMSA
in 1960. However, between 1970 and
1980, the portion of total population
in the tract comprised by this group
rose sharply. As of the last decen-
nial census, approximately a third of
all the people living in the area sur-
rouding the sites are between the ages
of 25 and 34,

Percent Population
Ages 25-34
Tract
40 0
City
30 F SJ?A
B
20 F
10
0

1960 1970 1980

" U.S. Census of Pop. and Housing 1960,70,6 80




SINGLE OR NEWLY HARRIED, HOSTLY
vIT R

The majority of the new popula-
tion appears to be either single or
childless couples. The median persons
per household in the tract has de-
creased from 1.9 in 1970 to 1.59 in
1980. This is considerably less than
the median household size found in
the City or SMSA. This difference
supports the notion that the immedi-
ate area is an urban neighborhood
whose population turns over as its
pre-family couples move to the
suburbs when they decide to have
children and new singles and coup-
les seeking the amenities of urban
life move in.

Median Persons
per Housing Unit
Tract
4 i
City
3T SMSA
B
2 K
B
1t é}
o LKz
1960 1970 1980
® U.S. Census of Pop. and Housing 1960.70.6 80

DESIRE AND ABILITY TO PAY FOR
RELATIVELY HIGH QUALITY HOQUSING

The percent of population in the
neighborhood able to purchase relativ-
ely high quality housing has tripled
since 1960. In 1980, one out of five
households could afford a home valued
at $65,000 or more. This compares
with one out of seven households in
the City and one out of four house-
holds in the SMSA. It is also impor-
tant to note that these percentages
have been decreasing in the City and
SMSA while the census tract has exper-
ienced a steady increase. This infor-
mation demonstrates that the area is
attracting households with higher in-
comes and gentrification is occurring.

In the rental market, 39% of the
census tract could afford $500 or
more in 1980 compared to only 20% in
the City and 31% in the SMSA. In
other words, in 1980, there was a
greater percentage of households earn-
ing $20,000 or more than in either
the City or SMSA.



Income

Ability to Afford High Quality Housing ™

100
£
30
20 f- |

10 -

Percent of the
b population

able to afford
high quality
housing
(>$65,000

home In 1980
& comparable
in 1960 and 70)

A

1960~ [
1970%
1980

¢ Constant Dollars 1980

19808 = CPI 1980 X 19608

CPI 1960
$30,000 = 246.7

8.7 X 19603
19608 = §10,786

CPI 1970

$30,000 = 246.7 X 1970$
116.3

19708 = $14,143

Sources:

s affordability 1980 based on:
Mortgage d 14%. 30 yrs..L/V= .8
Insurance = .09/sq. ft.

Tax rate = 2% Full Market Value
Annusl Hortgage Payment < 30%
Annual Income

U.S. Census of Pop.6 Housing 1960-80

Econoajc Report of the President, 1982
Council Economic Advisers, U.S. Cov. 1982

1982 Income/Expense Analysis, IREM,1982
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The examination of property val-
ues and contract rents also support
the claim that the new neighborhood
population is able to afford compara-
bly high quality housing. In 1960
the census tract exhibits a relatively
low median home value and rent level.
However, by 1980, due to the influx

of the new resident group, rents and
home values in the tract had surpass-
ed both the City and SMSA. The rela-
tively high median housing prices, in
light of the declining vacancy rates
indicates a greater demand for hous-
ing and a preference for high quality
residences.

Owmner Occupied Units Tract

Median Value

80000 =
cit
60000 SMSA
00
40000
20000 -
0 Fffﬂwééj o
1960 1970
® .S. Census of Pop. and Wousing 1960,70,6¢ 80
Median Rent
Renter Occupied Units Tract
250 — o)
‘ City
200
SHSA
150 s
100
50 : (3
0 X

1960

* U.S. Census of Pop. and Housing 1960,70.6 80

1980
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3. IN RESPONSE TO THE GROWTH IN

POPULATION. HOUSING CONSTRUCTION IS

INCREASING.

The neighborhood's renewed popu-

larity has increased demand and caused

a sharp incline in residential con-
struction since 1970.
ed to a decrease in construction in
both the City and SMSA.
struction is generally in the form of
renovation of existing structures.
New housing units are created within
old buildings. The majority of new
units are specifically geared to the
characteristics of the new population
group.

This is compar-

This new con-

Housing Construction

CITY
# Units
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Housing Construction
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4. THE VACANCY RATE IN THE
IHH ATE AREA NIN

The decreasing vacancy rate of
the census tract contrasts sharply
with the increasing rate existing in
the City. This trend parallels the
expanding population. However, the
vacancy rate still appears somewhat
high. A partial explanation for the
high rate lies in the type and condi-
tion of existing units. Many vacant
units are in poor condition and exist
in deteriorated buildings. In addi-
tion, many units lack the amenities
which seem to attract the new resident
population.

Vacancy Rate

vacancy Rate Tract
16 o
City
a

1zt SMSA
'S

0 ! | - | |

1960 1970 1980

© U.S. Census of Pop. and Housing 1960.70,¢ 80

rda)

5. THE _HIGH DEMAND FOR HOUSING IN
THE BACK BAY DISTRICT HAS CREATED
A_SPILLOVER EFFECT IN THE ADJACENT
SOUTH END FRINGE AREA, WHICH IS
EXPECTED TO CONTINUE.

From the onset, the in-migration
of middle-upper income residents into
the South End has been closely related
to the redevelopment activity in Back
Bay. As Back Bay re-emerged as a
prime prestigous residential quarter
with its abundance of attractive amen-
ities, housing in the area became more
and more scarce and less and less af-
fordable. The available rental hous-
ing is very limited and may only be
obtained by procurring the services
of a realtor generally charging a
minimum of one month's rent. The high
demand and relatively short supply has
also significantly elevated selling
prices. New condominium units range
primarily from $90,000. to $140,000.
for one bedroom and approximately
$120,000. to $250,000 for two bed-
rooms. The logical spillover area for
potential residents desiring the
amenities of Back Bay, but unable to
pay the high price, is the South End.
The South End is also particularly
attractive to residents who need to
purchase property for tax benefits.
Back Bay residents find they can pur-
chase a home for close to the same
monthly payments as they pay for rent
in Back Bay.




The five following claims result
from an informal survey of the area
realtors and developers.* These state-
ments are also compatible with the
interpreted census data.

6. THE TYPICAL CONDOHMINIUM PURCHASER FIREPLACES, EXPOSED BRICK, HARDWOOD
IN THE AREA IS A FIRST TIME HOME- FLOORS AND PARKING.

BUYER CURRENTLY RENTING AN APART-

HENT AND MOST LIKELY PRICED OUT OF

THE_BACK_BAY AND BEACON HILL 10. NEW CONDOMINIUH UNITS APPRO-
NEIGHBORHOODS. THE PURCHASE OFTEN  PRIATELY PRICED AND ACCESSORIZED
INVOLVES A TWO INCOME, CHILDLESS SELL_QUICKLY. THE AVERAGE TIME ON
COUPLE. THEY ARE USUALLY PAYING THE HARKET IS TWO MONTHS.

RENT CLOSE TO $700 OR MORE AND _

DESIRE THE TAX BENEFITS OF HOME

OUNERSHIP. COMMONLY THE POTENTIAL
BUYERS HAVE SIZEABLE INCOMES BUT
LIMITED SAVINGS FOR A DOWN PAYHENT.

7. CONDOMINIUM PRICES IN THIS
SECTION OF THE SOUTH END RANGE FROH
$50,000 TO $140,000, THE UNITS
UNDER $70, 000 ARE HOSTLY CONVERED
APARTHENTS WITH ONLY COSHETIC IN-
PROVEHENTS. THE UNITS WELL OVER
$100,000 ARE LUXURY UNITS. PERHAPS
T00 LUXURIOUS FOR THE AREA, AND
HAVE NOT SOLD WELL. THE MAJORITY
JF_DEHAND APPEARS TO BE FOR UNITS

FROH $70,000 TO $100,000.

8. THE HOST HARKETABLE UNITS ARE

LOCATED IN THE FRINGE AREA ADJACENT
TO BACK BAY.

9. POPULAR AHENIT FEATUR R
PATIOS OR DECKS, RESTORED FACADES,_









Comparable Condominium Sales Data °

ADDRESS SQ. FT./# BEDROOMS PRICE " AMENITIES
11A  Appleton St. 950%%+/2 bdrms $103,000.
Appleton St. & /1 bdrm $ 63,000. |fireplace, hardwood
West Canton floors
Appleton St. & /2 bdrm $125,000.
West Canton
s.f.
Appleton St. 700 /1 bdrm $ 62,000. |AC, 2 level loft
s.f.
50 Berkley St. 635 /1 bdrm $ 70,000.
s.f.
50 Berkley St. 872 /2 bdrms $ 97,000.
s.f.
50 Berkely St. 872 /2 bdrms $ 98,500,
s.f.
53 Chandler St. 1581 /2 bdrms $130,000.
s.f.
73 Dartmouth 1000 /2 bdrms $130,000.
s.f.
127 Penbroke St. 800 /2 bdrms $ 90,000. fhardwood floors, pri-
vate decks, parking
Rutland Sq. /1 bdrm $ 70,000.
s.f.
604 Tremont St. 1020 /2 bdrms $ 98,500. {penthouse with roof
rights, parking
3 Union Pk, /2 bdrms $104,000. |JAC, fireplace, 1 1/2
baths
3 Union Pk. /2 bdrms $§165 000. {lux penthouse, AC,
fireplace 1 1/2
baths
s.f.
33 Union Pk. 940 /2 bdrms $112,000.
s.f.
Union Pk. 950 /2 bdrms $105,000. (deck, AC
s.f.
42 Union Pk. 940 /1 bdrm + study] $105,000.
Union Pk. /2 bdrms $108,000.

* In cases where the actual selling price was unavailable, feasible listing prices were substituted,
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Comparable Condominium Sales Data °

ADDRESS SQ. FT./# BEDROONS PRICE. AMENITIES
Union Pk. 20005 £ /2 barms $185,000, [2 1/2 baths, roof
deck
s.f.
68 Waltham St. 950 /2 bdrms $ 96,500. |deck, fireplace, hard-
wood floors
s.f.
93 Waltham St. 700 /1 bdrm $ 59,000. |patio
93 Waltham St. /2 bdrms $ 77,900. |fireplace, AC
s.f.
93 Waltham St. 950 /2 bdrms $ 93,900. |brick walls, hardwood
floors
West Canton St. /2 bdrms $148,000. |[patios
171 Warren Ave. /2 bdrms $115,000. |fireplace, hardwood
floors, patio
84 West Concord /1 bdrm $ 49,900.
s.f.
110 West Concord 1200 /2 bdrms $103,000.
116 West Concord /2 bdrms $ 79,000. |marble fireplace, ex-
posed brick walls
111 West Dedham St. /2 bdrms $ 97,000. |fireplace, patio

® In cases where the actual selling price was unavailable, feasible listing prices were substituted.
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Projected Housing Demand
The 1985 projected tract popula-

tions assuming that the 1970-1980

trend will continue (as predicted by
the preceeding indicators), is estimat-
ed at 2,159. This represents an increase
of 576 people or approximately 362
households. When compared to the 95
vacant units reported in the 1980 Census,
there appears an excess of 267 units.
Assuming an even absorbtion over the
five year period from 1980-1985, there
would be an expected demand of 53 u-
nits annually. A closer examination-
of the vacant housing units reported
within the Census tract reveals that a
large number were located in delapi-
dated buildings. If half of the va-
cant units are assumed deteriorated

and not counted as part of the viable
supply, the excess projected demand is
314 units over 5 years of 63 units

annually. There is no guaruntee that
current trends will continue and this
demand will be realized, however the
indicators studied thus far point in
that direction. In addition, there is
always the possibility that introduc-
ing housing units of the most popular
size, price and amenity features into
the market will create their own de-
mand and attract residents who many
otherwise have settled in adjacent
areas.

Population Projection

1950 1960 1970 1980 1990 2000

*U.S. Censys of Pop. *= Ratio Projection
and Housing 1960,70 assu'ling 1970-80
6 80 trend will continue

ABSORBED OVER 5 YRS.

Housing Unit Demand

1985 PROJECTED POULATION
INCREASE TRANSFORMED TO

4000 NO. OF UNITS 576/1.59* = 362
NO. OF VACANT UNITS 1980 95
3000 |
EXCESS DEMAND 1980-85 267
2000 ABSORBED OVER 5 YRS. 53 UNITS ANNUALLY
L sNO. OF VACANT UNITS 1980 48
1000
EXCESS DEMAND 1980-85 314
0 4 A 4 ]

63 UNITS ANNUALLY

*Assuning 1/2 vacent units deteiorated and should not be
counted &s supply

*=Median persons per household







C. Market Analysis

E; « « « PARAHETERS
FOR OPTIMUM DEVELOPHENT

The following summary presents
the condensed findings of the market
analysis and indicates the resulting
parameters for optimum development of
the site.

GENERAL USE: RESIDENTIAL

The indirect economic factors,

in particular, the existing composi-
tion of the neighborhood and current
zoning, limit the potential viable uses
for the site to primarily residential
development. A small number of pro-
tessional offices may be considered as
part of a mixed use development but this

would constitute a relatively new, un-
tested use for the area.

ESTIMATED HOUSING DEMAND:
LOw 267 UNITS (53 UNITS ANNUALLY)

MED =314 UNITS (63 UNITS ANNUALLY)
HIGH DEMAND CREATED BY NEW UNITS

There appears to be an increasing
demand for housing in the immediate
area. Many factors contribute to the
area's renewed popularity: readily
available services, proximity to the
prestigous Back Bay, access to trans-
portation, neighboring points of in-
terest, etc. These elements have
attracted a new group composed pri-
marily of young childless profession-
als with relatively high incomes.

This influx of population is ex-
pected to continue, creating an excess
demand over the next several years.
The preceeding table attempts to
quantify this demand. The low esti-
mated figure assumes that all existing
vacant units must be filled before
there is an excess demand. The med-
ium figure assumes that approximately

1/2 of the vacant units exist in de-
teriorated buildings and should not
be counted as part of the viable sup-
ply. Although no specific estimate

is given, the table also indicates the
possibility that the new development,
if composed of outstanding units with
popular characteristics, may create
its own demand and attract people who
may have otherwise settled in adjacem

SPECIFIC USE: CONDOMINIUMS

One of the major attractions of
potential residential development of
the Bancroft-Rice site is the prospect
for home ownership at close to the
monthly cost of renting in the neigh-
boring Back Bay. The typical new
housing consumer in the area earns, an
income high enough to dictate the need
for the tax benefits of ownership. In
addition, the expected high cost of
renovation may well require rent lev-
els to be set only slightly lower than
those of Back Bay. Very few high
priced, luxury rental units currently
exist in the South End. Most renters
willing to pay high prices seem to
demonstrate a preference for more
established and prestigous areas.

SIZE AND PRICE OF UNITS:

1 BR. $65, 000 - 75,000

2 BR. $90, 000 - 100,000

1 BR. APPROX. 700 SQ. FT.
2 BR. APPROX. 950 SQ. FT.

Examination of recently construct
ed (and sold) condominiums in the area
reveals that the most popular units
have two bedrooms, approximately 950
sq.ft. and are priced around $110,000.



One bedroom units are slightly smaller
and prices range the mid 60's to mid
70's. This is consistent with the
perceived needs of the target popula-
tion.

AMMENITIES TO INCLUDE:

DECKS., PATIOS, FIREPLACES, PARKING
AND HARDYOOD FLOORS

An informal survey of area real-
tors combined with the investigation
of recent sales indicates that these
amenities improve marketability.

ADDITIONAL INCENTIVE:
DEVELOPER FINANCING

The analysis of the target popu-
lation indicates that the majority of
qousing consumers have a sizable in-
come but may have difficulty meeting
iown payment requirements. Developer
financing with adjusted terms sensi-
tive to this dilemma could significant-
ly enhance demand for the units. This
is particularly true in the case of
attracting current Back Bay renters
who could purchase for close to their
present monthly rent if the burden of
a down payment was lessened.
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Chapter IV

Description of the Project

The parameters for optimm development

of the site suggested in Chapter III are

employed in the following chapter to
formulate two development alternatives.
The first, the basic development alter-
native, consists entirely of residen-

tial condominiums. The second develop-

ment option represents a variation of
the first, consisting primarily of
residential condominiums with offices
on the first floor of both buildings.
A complete description accompanies
both alternatives including the sizes,
prices, and amenities of the units as
well as the financing arrangements and
detailed construction cost estimate.
Sketch plans and elevation drawings
are included to illustrate the layout
of the buildings and parking lot.

The final section of the chapter
describes the option of providing de-
veloper assisted mortgage arrangements
for condominium purchasers. This op-
tion along with both development al-
ternatives will then be thoroughly
analyzed for financial feasibility in
. the following chapter.

Basic Development
Alternative - Residential
Condominiums

LAYOUT

The suggested layout of both
buildings is illustrated on the fol-
lowing pages. Living spaces are ar-
ranged in a manner which takes the
most advantage of walls with windows.
Kitchens and bathrooms are situated
near the central core of each building
so as to simplify plumbing system de-
sign. All units will be entered via
the central hallway. There will be a
limited number of exterior entrances
to each building in order to reduce
security risks. The Bancroft has two
entrances, one from the parking lot on
the first floor and one from Appleton
Street on the second floor. The Rice
has three entrances, one from the
parking lot on the first floor and two
on the second floor, one from Appleton
Street and one from Dartmouth Street.

The possibility of expanding the
buildings either vertically or hori-
zontally was considered. However, the
potential destruction of the historic
character of the buildings and diffi-
culty in obtaining variances makes
this option unattractive.

CONDOMINIUM UNITS

The layout of the buildings com-
fortably allows a total of 46 units,
38 two bedroom and 8 one bedroom.

This quantity is well within demand
projections cited in the market a-
nalysis. Significantly fewer one bed-
room units are included as they appear

to be less popular in the South End.
The two bedroom units generously

average 950-1,050 square feet of liv-
ing space paralleling the currently
most marketable units in the area.
The one bedroom units approximate 700
square feet.

AMENITIES AND SPECIAL FEATURES
ROOF DECK AND TERRACES

Usable outdoor space is a re-
occurring feature in newly renovative
properties of the neighborhood which
seems to improve sales  appeal. Al-
though a great deal of open area ex-
ists between the buildings, it does
not lend itself to a court yard or
other passive recreational use. This
is mainly due to three factors: 1)
the area is ten feet below street lev-
el with very little light and no pri-
facy, 2) the area would directly abut
the parking area with its accompanying
noise and smell of exhaust, and final-
ly 3) this space could be better used
for additional parking. Consequently,
with the ground level not an option,
the alternatives are reduced to roof
decks and terraces.

The Bancroft building is well
suited for a roof garden because it
has a completely flat roof with no
architectural detail. The common
roof deck would provide residents a
place for outdoor cooking, dining and
sun-bathing which would be secure and
private. In addition, the vegetation
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ist Floor 2nd Floor
RES./OFFICE CONDOMINIUMS OFFICE RENTALS RES. CONDOMINIUMS
A $ 85,000 £ $ 90,000 A $600/M0 E $700/MO A $ 100,000 E $ 100,000
B & 65,000 F $ 90,000 B $500/M0 F $700/M0 B $ 80,000 F $ 100,000
C & 9,000 G $ 90,000 C $700/M0 6 $700/M0 C $ 110,000 G $ 110,000
D $ 85,000 D $600/MD D $ 90,000
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attractiveness of the building by
giving the roof distinction. On the
other hand, this is not appropriate
for the Rice building with its well
articulated mansard roof. Instead,
the building seems to lend itself to
terraces on its West side between the
two corner pillars. This provides
enough room to accomodate private
terraces for three units on each of
the above ground floors. These ter-
races would offer residents outdoor
enjoyment and a pleasant view.

PARKING

One of the most valuable ameni-
ties that Bancroft Place has to offer
is on-site parking. Employing a 45
degree, one way system the lot will
accomodate 54 spaces. These spaces
would be sold with the units. At
first the spaces would be allocated
one to each unit. The remaining
eight spaces would be offered for
sale to owners of two bedroom units
on a first come first serve basis.
After the sale of units whose owners
do not wish to purchase parking
spaces, those too will be offered to
future or recent buyers. Each space
will be priced at $5,000. (Parking
space rental in the adjacent Back
Bay area is $60-$70 per month.) The
price may be raised or lowered de-
pending on demand.

If any spaces remain after all
the units are sold, they will be
sold to the condominium association
and designated for visitor parking.

A fee will then be incorporated into
the monthly condominium fee to cover
this cost. However, it is not ex-
pected that there will be many
spaces, if any, leftover. (Even
though there is resident street park-
ing available, it is limited and of-
fers no vehicle security.) The model
assumes that 1.17 spaces will be sold
with each unit projecting that all
units will be eventually sold. (See
"Alternative Development Option'" for
office parking space arrangements.)
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GOURMET KITCHENS

The kitchens will contain top
quality appliances including range,
refrigerator, dishwasher and disposal.
There will also be ample built-in
cabinet space and a place for a micro-
wave oven. The modern kitchens will
provide an attractive draw for current
back bay renters as most apartment
kitchens in the area are poorly
equipped.

ELEVATORS

An elevator will be installed in
each building. Although four floor
walk-ups are not at all uncommon in
the area, the elevator is necessary
to distinguish the condo complex as
"luxury living."

HARDWOOD FLOORS

The living/dining room of each
unit will be completed with hardwood
floors. Although expensive to in-
stall, this feature promises to im-
prove sale - ability of the units
beyond the cost incurred. (as per
market study information.)

OTHER AMENITIES AND FEATURES

Other amenities and features such
as fireplaces and exposed brick walls
were cited as popular additions in
the market study. However, these
items did not originally exist within
the building and would be too expen-
sive and architecturally obtrusive
to be added now.

EXTERIOR RENOVATION

The buildings will be maticu-
lously cleaned and resurfaced to re-
store the natural beauty of the
masonry. The three existing entry
ways will be repaired, stripped,
sanded and stained. An additional
entry way will be created on the
first floor of each building. They
will be compatible in style to the
original street level doors. All
windows be replaced with gray tint
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thermo panes and the roof will be
repaired as necessary.

The terraces on the Rice build-
ing will be composed of black wrought
iron in keeping with the historic
character of the structure. The roof
deck on the Bancroft will be patio
floored with landscaping, benches,
and a few tables. A solarium of gray
tint thermo pane glass and black steel
dividers will also be constructed to
provide a sun room and receive the
stairs from the fourth floor.

The existing walkways will be
rehabbed and new ones will be created
as illustrated on the sketch plan.
The front and side yards as well as
the parking lot will be generously
landscaped with grass and hardy salt-
resistent trees. This is particular-
ly important in the parking area to
buffer the harsh visual impact of
automobiles and improve the view
from the lower level units.

PRICE

Unit prices range from §$65,000
to $80,000 for one bedroom units and
from $85,000 to $110,000 for two
bedroom units. These prices are com-
patible with the results of the mar-
ket analysis. The individual condo-
miniums are priced according to their
amenity combinations. The suggested
pricing is illustrated on the layout
sketch plans. Bancroft Place offers
a wide range of prices and unit
styles to provide buying opportunity
for many different types of consumers
in the target group.

The first floor of both build-
ings contain the least desirable u-
nits. This is due to the less than
pleasant view onto the parking lot
or retaining wall and the increased
security risk. Consequently, these
units are priced lower than the up-
per floors. Their reduced market-
ability has prompted examination of
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an alternative to residential use
which will be described later in the
chapter.

Apart from the first floor, the
main distinction in price lies with
the quality of the view and the ex-
istence or non-existence of a ter-
race. In general the North facing
units of both buildings and the East
facing units of the Rice Building
have the best views. For this reason
they are priced slightly higher. The
South facing units have a poor view,
looking onto the parking lot and the
alley. Although somewhat offset by
the sunny exposure, these units are
priced lower. The West facing units
of the Bancroft Building have the
worst view with little natural light,
and consequently the lowest price-
tag.

The terraces and roof deck add
to the maretability and sales price
of the units. Nine condos have ter-
races and are priced accordingly.
The roof deck of the Bancroft adds
to the value of all its units and
offsets the fact that it is less
architecturally interesting than the
Rice.

CONSTRUCTION COST

A detailed estimate of the pro-
ject renovation cost is described in
the following table. The total cost
is just over $2.5 million. This
price includes approximately
$100,000 for site work; parking lot
and grounds and 2.4 million for
building rehab., This averages
around $38 per square foot.




Renovation Cost Estimate

1
ITEM DESCRIPTION COST/UNIT )(T # UNITS = TOTAL
I. Exterior
1. Two additional Entrances 450.00 ea| 2 900
2. Rehab. three existing entrances-| 100.00 ea| 3 300
scrape, paint
3. Clean, repaint masonry, repair 2.47/SF| 52,150 128,811
window encasements
4. Replace windows with insulated 200.00 ea. approx. 28,000
glass windows 140
5. Re-roofing 1.18/SF| 15,725 18,555
6. Terraces 4,500
7. Roof deck
A. Benches, tables 2,000
B. Landscaping 8,000
C. Flooring/drainage 7.20/SF 4,475 32,220
8. Parking lot
A. Paving/striping/curbing 4.75/SF| 16,725 79,444
B. Landscaping 10,000
9. Landscape Grounds 8,000
10. Total Exterior 320,730

II. Interior

1. Tear Out and Cleaning 3.40/SF| 64,500 219,300

2. New Walls - non-bearing with 1.37/SF 52,440 71,843
average amount of framing for
doors, closets and corners
including studding-furring

3. All Walls, gypsum dry wall, .75/SF| 104,880 78,660
fire code
4., Redo Ceilings, gypsum dry wall, .75/SF| 64,500 48,375
5. Carpet common hallways, en- 2.61/SF] 18,500 48,285
trances, stairs, etc.
6. Passenger Elevators 15,000 2 30,000
7. Lighting - common areas 3,000
8. Blown in fiber glass insulation 1.29/SF| 15,725 20,285
9, Electrical System 3.52/SF{ 64,500 227,040
10, Heating, Ventilation, Air- 1.36/SF| 64,500 87,720
Conditioning
11. Plumbing 3.04 64,500 196,080
12. Sliding insulated glass doors 924.00 ea 9 8,316
for units with terraces
13. Laundry Facilities, coin operat-|1,400.00 2 2,800
ed washer, dryer, installation
15. Interior Painting (Walls § .32/SF! 169,380 54,202
Ceilings) avg.
" SOURCE: HONE-TECH REMODELING AND RENOVATION COST ESTIMATOR 1984. VOL. 1. Field Manual.Henry Reynolds,

Honme~-Tech Publications, Bethesda, Maryland, 1084,
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Renovation Cost Estimate (CONTINGED)

ITEH DESCRIPTION COST/UNIT * # UINITS = TOTAL

16. Total Interior except standard 1,095,906
unit components
17. Units

A. Kitchens
1. Appliances (including
installation, plumb-
ing and electrical)

-Single wall electric 543.00 ea.| 1 543
range
-Dishwasher 800.00 ea 1 800
-Garbage disposal 468.00 ea 1 468
-8" fan 175.00 ea. 1 175
-Refrigerator 600.00 ea 1 600
2. C(Cabinets, counters, sink}1,800.00 ea 1 1,800
installation
3. Broom closet 255.00 ea. 1 255
B. Bathroom
1. Sink, toilet, tub, 3,000.00 ea. 1 3,000

shower, plumbing,
vanity (installation
and plumbing)

2. Recessed medicine cab- 71.00 ea. 1 71
inet, mirrored door,
light
3. Tub/shower sliding glass 158.00 ea. 1 158
doors
C. General-Unit
1. Two closets/doors 275.00 ea. 2 550
2. Floors: viny/covering - 1.26/SF 25° 315
kitchen/bathroom
3. Floors: hardwood-living/ 4.,43/SF 45° 1,994
dining room
4. Carpet: bedroom 3.15/SF 300 945
5. Three-four doors 110.00 ea. 3.9 avg. 429
6. Lighting 400
D. Std. Total Components-Units 124.04 46 570,538
III. Subtotal
1. Subtotal + 10% area cost modi- 2,027,674
fication

IV. General

1. Architectural, engineering ser- 13% job (2,230,441 289,957
vices and plans, permits price
» SOURCE: -TECH NG AT T ESTINAT . VOL. 1. Field Manual.Henry Reynolds.

Home-Tech Publications, Bethesda, Naryland, 1984,
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Renovation Cost Estimate (CONTINED)

{ [
ITEM OESCRIPTION COST/ZUNIT X # UNITS = TOTAL
*
Total 2,521,398
*
Total Exterior Site Work - parking, 99,444
grounds, etc.
*
Total Building Rehab. 2,421,959
*
Avg. Building Rehab. Per Square Foot $38
* SOURCE: =T N Al T ESTINAT 4, VOL. 1. Field Hanual. Henry Reynolds,

Home-Tech Publications, Bethesda, Maryland,1984.
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FINANCING

Construction financing would be
required to build the project. This
would be the only financing necessary
if the entire project is to be sold
as condominiums. If the office ren-
tal alternative is chosen, take out
financing would be needed for the
portion of the buildings which re-
maims in the ownership of the develop-
er. In this case the specified por-
tion of the construction financing
would roll over into a mortgage.
terms of both the construction and
possible take out financing are
described below.

The

CONSTRUCTION FINANCING
Equity Participation:

-Irrevocable letter of credit
for 10-20% of the project which
can be called on at any time
(funds will be earning interest
at this time) plus ownership of
the building.

Length of the Loan:

-18 months to 2 years with a
charge of one point to renew
the loan (length will depend
on the rate of condo sales.)

Funding:

-Costs are funded monthly as
work is completed according to
the hard cost (construction,
materials, etc.) and soft cost
(marketing, legal fees, etc.)
budgets.

-For the purpose of analysis the
loan is assumed to be received
in equal monthly installments
over the period of construction
(1 year).

Payback:

-Interest on the amount of funds
advanced is paid monthly.

-90% of each condominium sale
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is paid to the bank (the selling
rate determines the length of
the deal.)

Interest Rate:

-2 points over prime,
(assume 14% for analysis.)

Points:

-1.5 points upon initiation and
1 point to renew the loan.

*The bank may also require letters
from residential mortgage lenders
expressing willingness to grant
mortgages for the condominiums within
the project.

*There would be no pre-construction
sale requirement, given the current
market conditions in the area.

TAKE OUT FINANCING

If the office rental alternative
is chosen, the portion of the project
remaining in ownership would require
a mortgage.

Term:

-30 years.

Loan/Value Ratio:

-.8 (the increase in value post
construction would automatically
make the loan less than 80% of
the value. Consequently, no
down payment would be required.)

Interest Rate:

-1 point over prime (assume 13%
for analysis.)



B. Alternative Development

Option - First Floor Offices

The first floors of each build-
ings contain the least desirable
space for residential use. The win-
dows view primarily onto either the
parking area or the ten foot retain-
-ing wall which surrounds the property
on two sides. There is also a secur-
ity problem (even if it may be only a
perceived problem) associated with
residing on the first floor. For
these reasons one option which will
be considered is creating luxury ren-
tal office units. These may be sold
later as office condominiums after
the neighborhood has gentrified more
significantly. If the situation de-
mands these units could also be con-
verted to residential units.

SUITABILITY OF OFFICE USE

As discussed in Chapter II, the
office market in the area appears
yet untested. However, the two block
proximity to Copley Place holds the
potential for a prestigous address.
There is also ample parking for the
few number of offices suggested and
easy access from many commercial and
residential centers. No use variance
would be required as many types of
professional offices are permitted.
The marketability of the offices could
be tested as tenants are sought in the
pre-construction phase.

INVESTMENT TAX CREDIT

Perhaps the largest benefit is
that the creation of offices would
allow the developer to take a 20%
Investment Tax Credit on the Rehab-
ilitation Cost. The building is more
than 40 years old which qualifies it
for the tax credit, however, the use
must be non-residential. Consequently,
the ITC would only be for the portion
of the building intended for offices.
The rehabilitation costs would be
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comparable to condo development
totaling $616,116 for the first floors
of both buildings (although the of-
fices will not have full kitchens,
they will have kitchenettes and other
custom features which would make the
condo rehab. price an adequate esti-
mate). The 20% Investment Tax Credit
on this amount would be $123,223.
This is significantly larger than

the initial investment into the pro-
ject (initial investment, rental
segment, includes: purchase price,
construction interest, points,
$106,093.)

SIZE

For the purpose of analysis, two
sizes of offices are contemplated.
The smaller offices would be large
enough for approximately 3 rooms, one
each for the professional, secretary/
receptionist and library/equipment.
There would also be a bathroom and
kitchenette. The larger offices
would allow for additional rooms to
accomodate more than one professional
OoTr extra examination rooms. However,
during the pre-construction phase
when tenants are being sought, the
space may be cut up differently as
individual needs demand.

NUMBER OF UNITS

A layout comparable to that for
the residential units will be used
for analysis. This yields 12 offices,
three of the smaller type, and nine
larger. Of the larger offices, two
have poor views and seven have better
views. As previously stated this may
change according to the needs of
potential tenants. The analysis re-
mains reasonably valid regardless of
how the space is cut up as the rent
is calculated per square foot.

RENT

The suggested rent for the of-
fice units range from seven to eight
dollars per square foot. This is



just slightly less than prevailing
rates for comparable space in Back
Bay. The monthly rent for the small
units would be $500. There would be
two distinctions of larger office
groups. Those with the poorest view
would start at $600 per month, and
those with the better view would be
set at $700 per month. The model
assumes a 5% increase in rent annual-
ly. Parking space rental would be
set at $50 per month, slightly less
expensive than the going rate in

Back Bay. The model assumes an aver-
age of one space will be rented for
each office and a 5% annual increase
in rent.

LIQUIDATION

As property values rise and the
neighborhood gentrifies more signifi-
cantly, the units can be sold as of-
fice condominiums. It is unlikely,
given the current composition of the
neighborhood, that these units would
sell easily at the present time.
Consequently, renting would allow the
owner to carry the units until the
property had sufficiently appreciated
in value. Some amount of remodeling
and capital improvements would be
needed prior to sale. Ten percent of
the selling price should be budgeted
for this purpose.

C. Additional Consideration -

§7

Decreased Down Payment
Requirement for Condo-
munium Purchasers

Another option considered is the
possibility of the developer buying
down the initial equity requirement
for condominium purchasers. The
reason for this is that the market
analysis showed a large percentage of
potential buyers have the necessary
income to meet mortgage payments but
not the savings for the down payment.
Therefore, reducing the initial equity
requirement may greatly improve mar-
ketability.

However, from the developer's
perspective, buying down the initial
payment is effectively decreasing the
sales price. Consequently, this al-
ternative would have to be judged
against the benefits of a potentially
shorter selling period. Or, the
possibility of increasing the pur-
chase price in light of this favor-
able financing opportunity could be
examined. This would not decrease the
profit to the developer but may still
provide an additional incentive to
buyers. In other words, it may be
worthwhile for condominium purchasers
to pay more in the long run if they
could invest less initially.

The project alternatives des-
cribed in the preceeding chapter will
be investigated and refined further
as a result of the feasibility anal-
ysis which follows.



Chapter V
Financial Analysis

The following chapter provides a
financial feasibility analysis of the
proposed project. The two basic devel
opment alternatives described in Chap-
ter IV will be examined. The first
utilizes both buildings for the crea-
tion of residential condominiums. The
units are priced, sized and equipped
according to information resulting
from the market investigation. The
second -option is also composed primar-
ily of condominiums. However, recog-
nizing the decreased marketability of
the ground floor, office rental units

are proposed at this location in both
buildings.

Three scenarios varying from most
optimistic to 'worst case' are detail-
ed for each development alternative.
They differ in selling rate, price,
lease up period, rent, and construc-
tion cost. The computer aided spread
sheet analysis is used to test the
sensitivity of these variables with
regard to their effect on the finan-
cial success of the project. These
findings will determine the best de-
velopment option as well as its pro-
jected economic feasibility.

The contents of the chapter is
presented in the following sequence:

1. At the onset, the general
assumptions implicit in the
spread sheet model are ex-
plained. This is intended
to clarify the inputs and
theories employed in the de-
sign of the model.

2. The main focus of the chapter
provides a financial analysis
of each development opportun-
ity as presented in three
varying scenarios. This

exposes the vulnerable as-
pects of the project and
illustrates the anticipated
results if projected market
conditions are not realized.

Following the analysis, the
additional consideration of
developer assisted residen-
tial mortgage arrangements is
explored as it applies to the
two proposed development
plans.

Finally, the optimum develop-
ment alternative will be
recommended in accord with
the results of the financial
analysis.



A. Assumptions

CONSTRUCTION FINANCING

The construction financing ar-
rangements assumed for the project
represent the terms of a typical loan
for condominium development. The con-
struction loan agreement is discussed
fully in Chapter IV, However, it
bears brief repeating here due to the
many accompanying assumptions which
are necessary to model the project.

Equity Participation:

Irrevocable letter of credit for 15%
of project rehabilitation cost and
ownership of the building.

Length of Loan:

2 years, renewable, the rate at which
the units sell actually determines the
length of the loan.

Points:

1.5 point upon initiation.
1 point to renew loan.

Funding:

Costs are funded monthly as work
is completed. The model assumes
that the loan is received in
twelve equal installments over
the course of the construction
time - one year.

Interest Payments:

Interest is calculated only on
the amount currently loaned out.
The model calculates the interest
owed quarterly although it is
actually paid monthly. (Interest
rate - 14%).

Principal Payments:

Payments of principal occur when
condominiums are sold. As each
unit is sold, 90% of the selling
price must go to the bank as a
principal payment. For the
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purpose of analysis the model
calculates the sales rate and
principal payments quarterly.

TAKE OUT FINANCING

Take out financing would be nec-
essary only for the portion of the
buildings which were developed as
offices.

Term:

30 years.
Interest Rate:
13%.

Points:
1.5

TAXES

Tax Rate:

The investor is assumed to be
taxed 50% at the federal level
and 5.375% in the State of
Massachusetts.

Investment Tax Credit:

An ITC equal to 20% of the re-
habilitation cost is assumed for
the office segment of the project.
The buildings are eligible for
this credit because they are more
than 40 years old. Two condi-
tions accompany the ITC - the
amount of the credit must be de-
ducted from the basis for depre-
ciation purposes, and the
straight line method of deprecia-
tion must be elected. The ITC

is actually larger than the i-
nitial investment. Consequently,
for the purpose of analysis,
rather than deducting the ITC
from the initial outlay, yield-
ing a negative .number and making
it impossible to calculate in-
ternal rate of return, the ITC is
viewed as income in the first



year.

Depreciation:

As previously stated straight
line depreciation must be used
for the office segment because
of the ITC. The model also as-
sumes straight line depreciation
for the condominiums. This
method was chosen because of the
greater ease in estimation and
the short amount of time the
units would be depreciated.
units may only be depreciated
after the building is placed
"in service", which would be when
the construction is complete,

and only until the time that they
sell, Consequently, the model
uses the amount of time that the
units remain unsold to calculate
the depreciation allowed.

The

INITIAL INVESTMENT OUTLAY

The analysis model assumes that
the initial investment for the rental
segment is equal to that amount of the
purchase price, construction loan
interest, and points which is attrib-
utable to the office portion of the
buildings.

The analysis model assumes that
the initial investment for the con-
dominium segment is equal to the pur-
chase price (which also constitutes
the equity participation necessary
for the loan.). The construction
loan interest and ppints are calcu-
lated in with the loan principle and
other costs associated with the re-
habilitation.

DISCOUNT FACTOR

The discount factor assumed with-
in the model is 12.8%, equal to the
current interest rate for long term
treasury bill rates.

Ezgenses

The office rental expenses were
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estimated using information from the
Institute of Real Estate Management
Income/Expense Analysis for Office,
Apartment and Condominiums. The ex-
penses are assumed to increase 2%
annually.

RENT

The model assumes a 5% annual in-
crease in rent.

PARKING SPACES

The model assumes that 1.17 park-
ing space will be sold with each con-
dominium. This indicates that there
will be a demand for every space.

The model also assumes that one space
will be rented with each office.

When the office units are sold the
price will include one space per
unit.




B. Basic Development

Alternative - Residential

Condominiums Only

desirable first floor units. These

The residential condominium al-
ternative is presented and tested in
three scenarios. These scenarios are
sunmarized in the following table.
Selling rate, price, and construction
cost are varied in order to illustrate
the resulting financial consequences.
The lengthy selling time reflects the
fact that there are a number of less

units constitute approximately 25% of
the entire project.

PESSIMISTIC MODERAT
VARIABLE E OPTINISTIC
SCENARIO SCENARIO SCENARIOD
Selling Rate
pre construction 10% 10% 20%
yr 1, qrters 1 & 2 30% 40% 40%
yr 1, qrters 3 § 4 20% 15% 20%
yr 2, qrters 1 & 2 20% 15% 20%
yr 2, qrters 3 § 4 20% 20% 0
Total Sales Price
Condominiums 3,897,000 4,330,000 4,763,000
Parking Spaces 243,000 270,000 297,000
Construction
Cost 2,587,686 2,464,463 2,218,017
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C. Findings: Basic Development
Alternative - Condominiums

Only

The following figures and narra-
tive illustrate the financial analysis
of the basic development alternative
under three varying scenarios. The
table presents a summary of the key
measures of success. These indicators
are interpreted and explained in the
following text. The complete detailed
financial spread sheets are then pre-
sented at the conclusion of the sec-
tion.

It is clear in all three scen-
arios that the value added to the
property through condominium develop-
ment is substantial. Even though the
estimated gross selling price, varies
close to one million dollars from the
worst to best case projections, the
return remains high. Under the opti-
mistic scenario, the total discounted
return is $1,873,280. This assumes
that the condominiums will sell within
a year and a half after the building

is placed in service and that the sel-
ling prices will be slightly higher
than the current average for the
neighborhood. - However, even if the
units take two full years to sell and
comnand prices ten percent below the
current area average, the project
yields a discounted return of $843,215.
The moderate scenario, most closely
reflecting present market conditions
shows a discounted return of
$1,262,462.

The Net Present Value of the
project is positive under all these
scenarios. This indicates that the
investor is receiving greater than
his required rate of return. The
model assumes 12.8% as the required
rate. (This is equal to the current
long term treasury bill rate.) It
is clear at a glance that the project
is yielding a much higher precent.
The net present value for the moder-
ate scenario is $997,462. Even under
the pessimistic scenario, the net
present value is over half of a
million dollars. This is, of course,
because all the units are being sold

SUMMARY OF KEY INDICATORS

PESSINMISTIC MODERATE OPTIMISTIC

SCENARIO SCENARIO SCENARIO
Total Return After Taxes and 1,001,198 1,479,252 2,114,489
Brokerage Fees
Total Discounted Return At 843,215 1,262,462 1,873,280
NPV of Profit 578,215 997,462 1,608,280
% Return on Initial Investment 378% 558% 798%

At

Internal Rate of Return 181% 402% infinity
Investment Value 3,430,901 3,726,925 4,091,292

62




within a short period of time (2 yrs
even in the pessimistic scenario) and
the discount factor has less of an
impact.

While the positive net precent
value indicates the rate of return is
greater than 12.8% (the discount fac-
tor employed), the actual rate is i-
dentified as the internal rate of re-
turn. The IRR calculated for the
three scenarios is extremely high.

As previously noted, this is because
the units are developed and sold all
in a short period. The discount fac-
tor has less of an impact because the
return on the investment is received
so quickly. The pessimistic and mod-
erate scenarios show an internal rate
of return of 181% and 402% respective-
ly. The IRR for the optimistic is
actually infinity. This is because
the "best case'" scenario assumes that
20% of the units will be sold during
the pre-construction stage. Under
this scenario, more proceeds from
sales are received than funds are
expended in the start up year. Con-
sequently, regardless of the discount
factor employed the net present value
will never equal zero.

The return on the initial equity
investment projected for all three
scenarios is tremendous. Again, as-
suming the investor's required rate
of return is 12.8%, the return on
initial investment is 378% under the
pessimistic scenario, 558% under the
moderate scenario and 798% under the
optimistic scenario. This illustrates
the project's overwhelming potential
for profit compared to the initial
equity required.

The final measure of success,
investment value, indicates the
amount the investor would be justi-
fied in paying for acquisition and
renovation costs, according to the
selling schedule of the units.
According to the selling rate pro-
jected in the moderate scenario, the
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investor would be justified in paying
$3,726,925. However the actual cost
is only $2,729,463. Consequently,
the project represents a very good
deal as the property is substantially
under-priced. The optimistic scen-
ario represents the project as even a
better deal with an investment value
of $4,091,297 compared to a cost of
$2,483,017. The investment value
under the pessimistic scenario is
also far in excess of the actual
acquistion and renovation price,
$3,430,901 compared to $2,582,686.

From all indications, under all
three scenarios, the project appears
a sound investment with an extremely
high potential for return. Only one
other factor need be considered,
particularly when comparing the
basic development alternative with
the mixed use office alternative.
That is, the risk involved with the
sale of the first floor units. Al-
though the pessimistic scenario as-
sumes a lowered price and long sel-
ling period for these units, there
may be an outside chance that they
would not sell in two years or only
at a very unreasonable price. If the
units did not sell the total dis-
counted return would be reduced from
$843,215 to $116,672 under the
pessimistic scenario. The net
present value in this case would
actually fall below zero at
-$148,328 making the project a los-
ing investment. The uncertain sales
appeal of these first floor units
should be considered when evaluating
the two development alternatives.



Scenario Pro Formas

Residential Condominiums Only

PESSINISTIC SCENARIO

ASSUMPTIONS YEAR 0 1 2 3 4
Purchase Price 265,000
Est. Land Value 100,000
Rehabilitation Cost-Total 2.587.686
Acquisition Price ¢ Renov ,852,686
Total Floor Area (square fut;
Const Loan (hard ¢ soft costs) 2, 587 686 FUNDED AS WORK IS CONPLETED
Equity Puuupauon LETTER OF CREDIT
Pay Back ﬂ()le INTEREST ON FUNDED LOAN PORTION « 90% CONDO SALES

Construct. Loan Ann Int Rats
Construct. Loan Int Rate/Month 011666667

.015 Points 38,815
.01 Points to Renew Loan ()
1 Construction Time 1
Construction Loan Term 2Yr-Renew

fprox. funding Schedule/Month 215,640
. Est. Pre Comp. Condo Sales 389,700
Est. Pre Comp Pkg Space Sales 24,300
flo Fund. w/90% pre cons sales 186,413
Int Construct Loan (1st 6mos 45,671
Int Construct Loan(2nd 6 mos 123,965
TOTAL CONST LOAN INT SU YR 169,636
Renain Prin at End Start Up Yr 2,236,956
1,184,766 -218154

Renain Prin Con Loan(162 qrtrx) 1,184,766 0
483,306 -701460
Renain Prin Con Loan(364 qrtr) 483,306 0
.3 Condo Sales Yr 1(1st ¢ 2nd art 1,169,100
Pkg Space Sales Yr 1 (162 grtr 72,900
.2 Condo Sales Yr 1(3rd € 4th qrt 779,400
Pkg Space Sales Yr 1(364 qrtr) 48,600
.2 Condo Sales Yr 2 (1 € 2 qrtr) 779,400
Pkg Space Sales Yr 2(384 qrtr) 48,600
.2 Condo Sales Yr 2 (3 € 4 qrtr) 779, 400
Pkg Space Sales Yr 2(3¢4 qrtr) 48,600
o PayBack w/90% C Salesél&ar 175.365 116,910
Ho PayBack w/90% C Sales(364qr 116,910 116,910
66,018 8,732
Int Cons Loan(1st grter ) 66,018 8,732
47,605 (3.544)
Int Cons Loan(2nd qrter ) 47,605 0
45,559 (15,819)
Int Cons Loan(3rd qrter ) 45,559 0
33,283 (28,095)
Int Cons Loan(4th qrter ) 33,283 0
TOTAL CONST LOAN INT 192,464 8,732
Prop val-Condo Seg(sales price 3,897,000
Pkg Space Val-Condo Seg(sales 243,000
Acquis-Renov. Cost-Condo Seg 2,852,686
Est Land Value 100 000
Initial Investnent-Condo Seg 265,000
Constant for Acc Deprec. 1.75
Income Tax Rate 0.50
Econ Life of Bldg 15
128 Investor Req. ROI .128
No. of Units 46
Initial Equity 265,000

CONDOHINIWM ¢ PKG SPACE SALES
Estinated Cross Sale Price 414,000 2,070,000 1,656,000
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0.06

2,587,686

0.06

.5
05375

TRY DF'S
TILL NPY=0

MUST RECALC

RUST RECALC
FOR CHANGES

0 1

Brokerage Fees 24,840 124, 200
Net Selling Price 389,160 1,945,800
Book value of Unsold Units 2,477,417 1,426,320
Book Value of Building

Acc Depreciation i

Est. Acc Deprec. Unsold Units

SL Depreciation 165,161

Est SL Deprec. Unsold Units 123,871
Book Val of UnitsGSpaces Sold 285,269 1,426,343
Capital Gains 128,731 643,657
Depr.Subj.-0rd IncTax(Dep>SL)

Ant Subj.-Cap Gains Tax 128,731 643,657
Capital Cains Tax Rate 2

TOTAL TAX LIABILITY(fron sale) 25.746 128,731

Purchase Price-Condo Seg 198,750
CONDO SEG COSTS
Costruct. Loan Prin 258,769 1,293,843
Const Loan Interest 169,636 192, 464
Points 38,815 0
Brokerage Fees 24,840 124,200
Tax Liability From Sales 25.746 128,731
TOTAL COSTS-CONDO SEG 517,806 1,739,239
CONDO SEG REVENUES
Sun Of Tax Deductibles 233,291 316,664
Fed Tax Shelter 116,646 158,332
Hass St Tax Shelter 12,539 17,021
TOTAL TAX SHELTER 129,185 175,353
Condominium § Pkg Space Sales 414,000 2,070,000
TOTAL REVENUES 543,185 2,245,353
TOTAL AFTER TAX RETURN 25.379 506,114
CUM AFTER TAX RETURN _ 25,379 531,493
DISC. RETURN 25,379 448,683
TOTAL DISC. RETURN 25,379 474,062
NPV OF PROFIT (239,621) 209,062
ROI AFTER TAXES (cum) 0.10 2.01
INTERNAL RATE OF RETURN
Trial Disc Factor 1.81

Total Disc Return (Trial OF) 25,379 180.112
Cun Total Disc Return{Trial OF 25,379 205,491
Net Present Value

INTERNAL RATE OF RETURN

INVESTHENT VALUE 2,613,065 3,036,369

KEY INDICATORS

RESIDENTIAL CONDOMINIUM SEG
INVESTHENT LIQUIDATION

Estimated Cross Sale Price 414,000 2,070,000
TOTAL TAX SHELTER - ST €& FED 129,185 175,353
ROI AFTER TAXES 0.10 2.01
TOTAL DISC. RETURN 25,379 474,062
NPV OF PROFIT (239,621) 183,683
INTERNAL RATE OF RETURN (5 yrs

INVESTHENT VALUE 2,613,065 3,036,369
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2

99, 360
1,556,640
(0)

90,839
1,141,074
514,926

314,926
102,985

1,035,074
8,732

99,360
102,985
1,246,152

108,092
54,046
5,810
59,856
1.656,000
1,715,856

469.704
1,00 .198
578,215
843,215
578,215

3.78

59,486
264,976
(24)
181.0
3,430,901

1,656,000
59,956
3.78
843 213
578,215
181.0

3,430,901



Residential Condominiums Only
MODERATE SCENARIO

ASSUMPTIONS YEAR 0 1 2 3 4
Purchase Price 265,000
Est. Land Value 100,000
Rehabilitation cost-Toul 2,464,463
Acquisition Price ¢ Renov 7 463
Total Floor Area (square fut;
Const Loan (hard ¢ soft costs) 2, 464 463 FUNDED AS  WORK IS  COMPLETED
Equity Participation + LETTER OF CREDIT
Pay Back namu INTEREST ON FUNDED LOAN PORTION « 90% CONDO SALES

Construct. Loan Ann Int Rate
Construct. Loan Int Rate/Month 011666667

015  Points 36,967
01 Points to Renew Loan (]
1 Construction Tine 1
Construction Loan Term 2Yr-Renew

fprox. Funding Schedule/Month 205,372
.d Est. Pre Conp. Condo Sales 433,000
Est. Pre Comp Pkg Space Sales 27,000
o Fund. w/90% pre cons sales 172,897
Int Construct Loan (1st 6mos 42,360
Int Construct Loan(2nd 6 mos) 114.976
TOTAL COMST LOAN INT SU YR 157,336
Renain Prin at End Start Up Yr 2,074,763
515,963 -584550

Renain Prin Con Loan(162 qrtr) 515,963 0
(68,587) =779400
Renain Prin Con Loan(364 qrtr) 0 0
.4 Condo Sales Yr 1(1st € 2nd qrt 1,732,000
Pkg Space Sales Yr 1 (102 qrtr 108,000
.15 Condo Sales Yr 1(3rd € 4th qrt 649,500
Pkg Space Sales Yr 1(3¢4 qrtr) 40,500
15 Condo Sales Yr 2 (1 & 2 qrtr) 649,500
Pkg Space Sales Yr 2(3¢4 qrtx) 40,500
.2 Condo Sales Yr 2 (3 ¢ 4 qrtr) 866, 000
Pkg Space Sales Yr 2(3¢4 qrir) 54,000
o PayBack w/90% ¢ Salosilf.qu 259,800 97,425
o PayBack w/90% C Sales(364qr 97.425 129. 900
54,431 (6. 820)
Int Cons Loan(1st qrter ) 54,431 0
27,152 (17,049)
Int Cons Loan(2nd qrter ) 27,152 0
45,338 (36.372)
Int Cons Loan(3rd qrter ) 45,338 0
35,108 (50,012)
Int Cons Loan(4th qrter ) 35,108 0
TOTAL CONST LOAN INT 162,028 ]

Prop Val-Condo Seg(sales price 4,330,000
Pkg Space Val-Condo Seg(sales 270,000
Acquis+Renov. Cost-Condo Seq 2,729,463
Est Land Value 100,000
Initial Investnent-Condo Seg 265,000
Constant for Acc Deprec. 1.75

Incone Tax Rate 0.50
Econ Life of Bldg 15
128 Investor Req. ROI 128
No. of Units 46
Initial Equity 265,000

CONDIVINIUN & PKG SPACE SALES
Estinated Cross Sale Price 460,000 2,530,000 1,610,000
0.06 Brokerage Fees 27,600 151,800 96,600
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2,464,463

0.06

S5
05375

TRY OF 'S
TILL NPV=0

RUST RECALC

HUST RECALC
FOR CHANGES

0

Net Selling Price 432,400
Book Value of Unsold Units 2.366,517
Book Value of Building

Acc Depraciation .

Est. Acc Deprec. Unsold Units

SL Depreciation ) 157.768
Est SL Deprec. Unsold Units

Book Val of UnitstSpaces Sold 272,946

Capital Gains 187,054
Depr.Subj.-Ord IncTax(Dep>SL)

Ant Subj.-Cap Gains Tax 187,054
Capital Gains Tax Rate 2

TOTAL TAX LIABILITY(fron sale) 37.411

Purchase Price-Condo Seg 198,750
CONDO SEG COSTS
Costruct. Loan Prin 246,446
Const Loan Interest 157,336
Points 36,967
Brokerage Fees 27,600
Tax Liability From Sales 37.411
TOTAL COSTS-CONDO SEG 505,760
CONDO SEG REVENUES
Sun Of Tax Deductibles 221,903
Fed Tax Shelter 110,952
Hass St Tax Shelter 11,927
TOTAL TAX SHELTER 122,879
Condoniniun ¢ Pkg Space Sales 460,000
TOTAL REVENUES 582,879
TOTAL AFTER TAX RETURN 77.119
CUM AFTER TAX RETURN 77.119
DISC. RETURN 77,119
TOTAL DISC. RETURN 77.119
NPV OF PROFIT (167,881)
ROI AFTER TAXES (cunm) 0.29

INTERNAL RATE OF RETURN

Trial Disc Factor 4,019
Total Disc Return (Trial DF) 77.119
Cun Total Disc Return(Trial DF 77,119
Net Present Value

INTERNAL RATE OF RETURN

INVESTHENT VALUE 2,541,582

KEY INDICATOR3

RESIDENTIAL CONDOMINIUM SEG
INVESTHENT LIQUIDATION

Estimnated Cross Sale Price 460,000
TOTAL TAX SHELTER - ST & FED 122,879
ROI AFTER TAXES 0.29
TOTAL DISC. RETURN 77.119
NPV OF PROFIT (187,881)
INTERNAL RATE OF RETURN (5 yrs
INVESTHENT VALUE 2,541,582

1 2

2,378,200 1,513,400
1,228,237 (0)

114,381 86,772
1,501,205 955,312
1,028,795 654,688

1,028,795 654,688
205,759 130,938

1,355,455 862,562
162,028 0

0
151,800 96,600
205,759 130,938
1,875,042 1,090,100

313,828 96,600
156,914 48,300
16,868 5,192
173,782 53,492
2,530,000 1,610,000
2,703,782 1,663,492
828,740 573,393
905.859 1,479,252
734,699 450,644
811,818 1,262,246
546,818 165,644
3.42 5.58

165.121 22,762
242,239 265,002
2
401.9
3,276,281 3,726,925

2,530,000 1,610,000
173,782 53,492
3.42 5.58
811,818 1,262,462
469,699 185,644

401.9

3,276,281 3,726,925
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Residential Condominiums Only
OPTIMISTIC SCENARIO

ASSUMPTIONS YEAR 0 1 2 3
Purchase Price 265,000
Est. Land Value 100,000
Rehabilitation Cost-Total 2,218,017
Acquisition Price € Renov 2,483,017
Total Floor Area (square fnt; 64,500
Const Loan (hard ¢ soft costs) 2,218,017 FUNDED AS WORK IS CONPLETED
Equity Participation BLOG. « LETTER OF CREDIT
Pay Back HONTHLY INTEREST ON FUNDED LOAN PORTION
Construct. Loan Ann Int Rate 14
Construct. Loan Int RateMonth .011666667
.015 Points 33,270
.01 Points to Renew Loan 0
1 Construction Time 1
Construction Loan Term 2Yr-Reneu
. fprox. Funding Schedule/Month 184,835
.2 Est. Pre Comp. Condo Sales 952,600
Est. Pre Conp Pkg Space Sales  59.400
Mo Fund. w/90% pre cons sales 113,390
Int Construct Loan (1st 6nosg 27,780
Int Construct Loan{2nd 6 mos 75,404
TOTAL CONST LOAN INT SU YR 103,185
Remain Prin at End Start Up Yr 1,360,677
) (354,003) -857340
Renain Prin Con Loan(162 qrtr) 0 0
(857,340) 0
Renain Prin Con Loan(364 qrtr) 0 0
.4 Condo Sales Yr 1(1st € 2nd qrt 1,905,200
Pkg Space Sales Yr 1 (162 qrtr 118,800
2 Condo Sales Yr 1(3rd ¢ 4th qrt 952,600
Pkg Space Sales Yr 1(364 qrtr) 59,400
.2 Condo Sales Yr 2 (1 € 2 qrtr) 952,600
Pkg Space Sales Yr 2(3C4 qrtr) 59,400
0 Condo Sales Yr 2 (3 ¢ 4 qrtr) (]
Pkg Space Sales Yr 2(3€4 qrtr) 0
ffo PayBack w/90% C Salesil&qu 285,780 142,890
flo PayBack w/90% C Sales(364qr 142,890 0
27,619 (10,002)
Int Cons Loan(lst qrter ) 27,619 0
(2,388) (25,006)
Int Cons Loan(2nd qrter ) 0 0
7.614 0
Int Cons Loan(3rd qrter ) 7.614 0
(7.389) 0
Int Cons Loan(4th qrter ) 0 0
TOTAL CONST LOAN INT 35,234 0
Prop Val-Condo Seg(sales price 4,763,000
Pkq Space Val-Condo Seg(sales 297,000
Acquis+Renov. Cost-Condo Seg 2, 483 017
Est Land Value 100,000
Initial Investnent-Condo Seg 265,000
Constant for Acc Deprec. 1.75
Incone Tax Rate 0.50
Econ Life of Bldg 15
.128 Investor Req. ROI .128
No, of Units 46
Initial Equity 265,000
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0.06

CONDONINIUNM € PXC SPACE SALES
Estimated Qross Sale Price
Brokerage Fees

Net Selling Price

Book Value of Unsold Units
Book Value of Building

* Acc Depreciation

2,218,017

0.06

5
.05375

TRY DF°'S
TILL NPV=0

RUST RECALC

HUST RECALC
FOR CHANGES

Est. Acc Deprec. Unsold Units
SL Depreciation )

Est SL Deprec. Unsold Units
Book Val of UnitstSpaces Sold
Capital Gains

Depr.Subj.-0rd IncTax(Dep>SL)
Ant Subj.-Cap Gains Tax
Capital Gains Tax Rate

TOTAL TAX LIABILITY(fron sale)
Purchase Price-Condo Seg
CONDO SEG COSTS

Costruct. Loan Prin

Const Loan Interest

Points

Brokerage Fees

Tax Liability Fron Sales
TOTAL COSTS-CONDO SEG

CONDO SEC REVENUES

Sun Of Tax Deductibles

Fed Tax Shelter
nass St Tax Shelter

TOTAL TAX SHELTER
Condoniniun € Pkg Space Sales
TOTAL REVENUES

TOTAL AFTER TAX RETURN

CUM AFTER TAX RETURN

DISC. RETURN

ToTAL DISC. RETURN

NPV OF PROFIT

ROI AFTER TAXES (cunm)

INTERNAL RATE OF RETURN

Trial Disc Factor

Total Disc Return (Trial DF)
Cun Total Disc Return(Trial OF
Net Present Value

INTERNAL RATE OF RETURN
INVESTRENT VALUE

KEY INDICATORS

RESIDENTIAL CONDOMINIUM SEG
INVESTHENT LIQUIDATION
Estinated Cross Sale Price
TOTAL TAX SHELTER - ST & FED
ROT AFTER TAXES

TOTAL DISC. RETURN

NPV OF PROFIT

INTERNAL RATE OF RETURN (5 yrs

INVESTRENT VALUE

1,012,000
60,720
951,280
1,906,414

127,094

496,603
515,397

515,397
2

103,079
198,750

443,603
103,185

743,858

197,175
98,587
10,598

109,186

1,012,000
1,121,186
377,328
377,328

377,328

377,328

112,328

1.42

2000
377,328
377.328

2,595,345

1,012,000
109,186
1.42
377,328
112,328

2,595,345

1

3,036,000
162,160
2,853,840
993,188

88,966
1,489,810
1,546,190

1,546,190
309,238

1,330,810
35,234

0
182,160
309.238

1,857,442

217,394
108,697
11,685
120,382
3,036,000

3,156,382
1,298,940
1,676,268

1,151,543

1,528,870

1,263,870
6.33

649
377,977

3,746,887

3,036,000
120,382
6.33
1,528,870
1.263.870

3,746,887
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1,012,000
60,720
951, 280

(0)

76,257
496,603
515,397

515,397
103,079

443,603
]

60,720
103.079
607,403

60,720
30,360
3,264
33,624
1,012,000
1,045 624

438,221
2.114,489
344,409
1,873,280
1,608,280
7.98

0
377.977
112,977
Infinity

4,091,297

1,012,000
33,624
7.98
1,873,280
1.608,280

Infinity

4,091,297



D. Alternative Development

Option - Condominiums

With First Floor Offices

Similar to the basic development
alternative, the first floor office
alternative is presented and tested

in three scenarios.

These scenarios

are summarized in the following table.
Selling rate, price, rent, lease up
period, vacancy rate, construction
cost and office liquidation price are

resulting financial consequences.

ggried in order to illustrate the

VARIABLE PESSIMISTIC MODERATE OPTIMISTIC
SCENARIO SCENARIO SCENARIO
Selling Rate
pre construction 10% 10% 20%
yr 1, qrters 1 § 2 30% 40% 40%
yr 1, grters 3 § 4 30% 40% 40%
yr 2, qrters 1 § 2 20% 10% 0%
yr 2, qrters 3 § 4 10% 5% 0%
Total Sales Price
Condominiums 2,947,000 3,330,000 3,663,000
Parking Spaces 189,000 210,000 231,000
Total Rent Offices and 97,200 97,200 106,920
Parking Spaces increasing 5% increasing 5% |increasing 5%
annually annually annually
Lease up Period/ yr 1 30%
Vacancy Rate >r 1l 6% 5% 3%
Construction Cost 2,587,686 2,464,463 2,218,017
Selling Price no appreciation % annual % annual
of Office Condominiums appreciation appreciation
yrl 1,000,000 1,020,000 1,030,000
yr 2 1,000,000 1,040,000 1,060,900
yr 3 1,000,000 1,061,208 1,092,727
yr 4 1,000,000 1,082,432 1,125,509
yr 5 1,000,000 1,104,081 1,159,274
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E. Findings: Alternative

Option - Condominiums
With First Floor Offices

The following figures and narra-
tive illustrate the financial analysis
of the mixed use alternative under the
three varying scenarios. The five
tables present a summary of the key
measures of success. The first table
addresses the residential segment of
the project, the next three refer to
the office segment and the final
table deals with the entire project.
These indicators are interpreted and
explained in the following text. The
analysis will focus first on the res-
idential condominium segment alone,
then on the office segment, and
finally on the entire project. The
complete detailed financial spread
sheets are then presented at the con-
clusion of the section.

RESIDENTIAL CONDOMINIUM SEGMENT

Just as in the evaluation of the
preceeding alternative, it is clear

in all three scenarios that the value
added to the property through condo-

minium development is substantial.
Even though the estimated gross sel-
ling price varies close to a million
dollars from the worst to best case
projections, the return remains ex-
tremely high. Under the optimistic
scenario the total discounted return
for just the condominium segment of
the project is $1,483,469. 1It's
important to compare this figure with
the return projected under the opti-
mistic scenario for the ''condominiums
only" alternative. Although the mixed

use development offers 12 fewer units
for sale, the return is only $400,000
less (much less than the actual cost
of the units). This vividly illus-
trates the advantages of fewer units
that sell quickly over a large number
of units with a longer selling per-
iod. The total discounted return
under the other two scenarios is even
closer to the all residential alter-
native.

The net present value of the

SUHNARY OF KEY INDICATORS

RESIDENTIAL CONDOMINIUNM SEGHENT

PESSIMISTIC MODERATE OPTINISTIC
SCENARIO SCENARIO SCENARIO
Total Return After Taxes and 738,556 1,171,692 1,637,501
Brokerage Fees
Total Discounted Return At 628,491 1,030,689 1,483,469
NPV of Profit 429,741 831,939 1,284,719
% Return on Initial Investment 372% 590% 824%
At
Internal Rate of Return 186% 558% infinity
Investment Value 2,569,255 2,879,036 3,146,982
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project is positive in all three
scenarios. This indicates the inves-
tor is receiving greater than his re-
quired rate of return. Again the NPV
of the optimistic scenario ($1,284,719)
is relatively close to the NPVof the
"condominiums only'" alternative.

This indicator under the pessimistic
($429,741 ) and moderate ($831,839 )
scenarios is just slightly less than
the preceeding alternative.

While the positive NPV’s indicate
the rate of return is higher than
12.8%, the internal rate of return
identifies the actual rate. The IRR
is very high in all three scenarios.
As noted in the preceeding alterna-
tive this is because the condominiums
are sold in a short period of time.
The optimistic scenario exhibits an
IRR of infinity because the pre-
construction sales are greater than
the initial investment. The IRR for
the pessimistic and optimistic
scenarios are 186% and 558% respec-
tively.

The relatively small equity par-
ticipation required makes the return
on investment extremely high. The
optimistic scenario shows an ROI of
824%. The moderate scenario exhibits
an ROI of 590% and even though the
pessimistic alternative yields a much
lower return, the initial investment
is more than tripled,

The final measure of success,
investment value, indicates that,
according to the selling rate of the
moderate scenario, the investor would
be justified in paying $2,879,036 for
acquisition and renovation. Since
the actual cost is only $2,047,097 ,
the investor is receiving a good deal
(more than his required rate of re-
turn). The optimistic scenario
illustrates the project as even a
better deal with an investment value
of $3,146,982 compared to the
actual cost of $1,862,263. And,
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the investment value is much greater
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OFFICE SEGMENT

Operation Phase

The main financial benefit of the
property during the first five years
is its ability to shelter other in-
come. This is evidenced by the nega-
tive before tax cash flows and posi-
tive after tax cash flows. Tax
shelter ability decreases over the
life of the project reflecting the
ratio of interest to principal. The
total tax shelter (federal and state)
under the moderate scenario ranges
from $49,954 to $34,899 over the
five year span.

The after tax cash flow is par-
ticularly high in the first year due
to the project's eligibility for an
Investment Tax Credit. This is one
of the most attractive features as-
sociated with the office segment.
This allows the investor to receive
a tax credit equal to 20% of the
rehabilitation cost. The building is
eligible because it is more than 40
years old. However, only the office
segment may receive an ITC, residen-
tial uses are excluded. To use the
ITC, the straight line method of
depreciation must be employed and the
amount of the credit must be deducted
from the depreciable basis. For the
purpose of analysis, the ITC is
viewed as income in the first year,
$123,223 wunder the moderate scenario.
Another way to view the ITC is in
relation to the initial investment.
In this case, the ITC reduces the
initial investment from $106,093. to
-$17,130, strikingly portraying its
advantages.

Due to the ITC, the return on
investment is significantly high in
the first year of all three scenarios,
well over 100% under the moderate and
optimistic, and 91% under the pes-
simistic scenario, Years two
through five exhibit a much lower re-
turn on investment, ranging from 2%
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to 5% under the worst case scenario
and from 11% to 17% under the best
conditions.

This pattern is paralleled in
the discounted after tax cash flows.
The positive discounted ATCF's in
all years of all three scenarios in-
dicates that the project is never
yielding less than the required rate
of return. However, this indicator
is large in the first year and very
small in the following years. Under
the moderate scenario, after the
cash flows have been discounted at
12.8%, the excess in years twqg
through five is only between $2,000
and $4,000. This illustrates that
the project is yielding at just
slightly over the required rate of
return in these years.

The internal rate of return
takes into account the after tax cash
flows for all five years as well as
the initial investment. The pessi-
mistic scenario exhibits an operation
phase IRR of only 2%. The moderate
and optimistic scenarios show a much
greater potential with IRR's of 32%
and 59% respectively.

Termination Phase

The purpose of retaining owner-
ship of the office segment of the
project is not only to utilize the
tax shelter, but also to wait until
property values have appreciated
significantly and the units would
bring a higher selling price. Con-
sequently, examining the termination
phase is critical to evaluation of
the investment. The three scenarios
approximate varying market conditions
at the time of sale.

In general, the model assumes
that 5% of the property value will
be devoted to renovation of the
units before their sale as office
condominiums. The base price in
year one for all the units is
$1,000,000. This includes a parking



SUMMARY OF KEY INDICATORS: OFFICE SEGMENT - PESSIMISTIC SCENARIO

OPERATION PHASE YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
Before Tax Cash Flow (71,612) (43,800) (40,081) (36,144) (31,977)
Return on Investment BT{| (.52) (.32) (.29) (.26) (.23)
Total Tax Shelter (Fed. 67,021 46,121 43,793 41,168 38,181

§ State)
After Tax Cash Flow 124,793 2,321 3,712 5,025 6,205
Disc. After Tax Cash 110,632 1,824 2,587 3,104 3,398
Flow
Return on Investment AT| 91% 2% 3% 4% 5%
Total Benefit (ATCF § 112,379 116,176 121,220 127,585 135,470
Equity)
Internal Rate of Return 2.29%

TERMINATION PHASE YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR S

Discounted Net to Sel- 197,290 171,339 150,437 134,070 121,919
ler
Total Discounted Return| 307,105 282,714 264,149 250,654 241,683

AT
NPV of Profit 171,550 147,159 128,595 115,099 106,129
Internal Rate of Return 39.49%
Investment Value 882,776 858,385 839,821 826,325 817,355

SUMMARY OF KEY INDICATORS: OFFICE SEGMENT MODERATE SCENARIO

OPERATION PHASE YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR S
Before Tax Cash Flow (43,224) (39,712) (35,993) {(32,056) (27,889)
Return on Investment BT| (.41) (.37) (.34) (.30) (.26)
Total Tax Shelter (Fed. 49,954 42,772 40,457 37,853 34,899

& State)
After Tax Cash Flow 129,953 3,060 4,464 5,798 7,010
Disc. After Tax Cash 115,207 2,405 3,110 3,581 3,839

Flow
Return on Investment AT| 122% 3% 4% 5% 7%
Total Benefit (ATCF §& 115,870 121,154 126,605 133,292 141,404

Equity)

Internal Rate of Return 31%

TERMINATION PHASE YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR S
Discounted Net to Sel- 230,137 212,718 198,133 186,232 176,996

ler
Total Discounted Return| 345,344 330,329 318,855 310,535 305,137

AT
NPV of Profit 239,251 224,236 212,762 204,442 199,044
Internal Rate of Return 66.95%
Investment Value 895,209 880,195 868,721 860,400 855,003
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SUMMARY OF KEY INDICATORS: OFFICE SEGMENT - OPTINISTIC SCENARIO

OPERATION PHASE YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR S

Before Tax Cash Flow (23,773) (19,697) (15, 386) (10,386) (6,008)

Return on Investment BT} (.27) (.22) (.17) (.12) (.07)

Total Tax Shelter (Fed. 36,488 29,518 26,901 23,966 20,744
§ State)

After Tax Cash Flow 123,617 9,821 11,515 13,168 14,737

Disc. After Tax Cash 109,509 7,718 8,023 8,134 8,070
Flow

Return on Investment AT| 140% 11% 13% 15% 17%

Total Benefit (ATCF § 111,086 120,497 130,626 141,554 153,470
Equity

Internal Rate of Return 58.48%
TERMINATION PHASE YEAR 1 YEAR 2 YEAR 3 YEAR & YEAR S5

Discounted Net to Sel- 283,292 266,438 251,717 239,077 228,578
ler

Total Discounted Return| 392,881 383,746 377,048 372,542 370,112
AT

NPV of Profit 304,498 295,363 288,665 284,159 281,729

Internal Rate of Return 89.5%

Investment Value 881,136 872,000 865,302 860,796 858, 366

space for each unit. The breakdown
is comparable to the prices for resi-
dential units in the '"condominiums
only' alternative.

The pessimistic scenario repre-
sents the worst possible market con-
ditions in which the units do not
appreciate in value. The moderate and
optimistic scenarios assume an annual
appreciation rate of 2 and 3 percent
respectively.

From the termination phase in-
formation the investment appears safe.
Even if units sell only at the base
price, the net present value of pro-
fit is $106,129. In the more likely
event of the property value appreciat-
ing, as in the moderate and optimistic
scenarios, the NPV is significantly
larger (ie. moderate - $199,044 and
optimistic - $281,729). In either
case the project is yielding much
greater than the required rate of re-
turn.

The actual rate, the IRR, is 39%
under the pessimistic scenario, 67%
under the moderate and 90% under the
optimistic scenario (if sold in the
fifth year). This indicates a signif-
icant payoff to the investor which
makes the office option attractive if
the first floor residential units are
not expected to sell easily.

The investment value calculated
for the three scenarios supports the
previous findings. In the moderate
scenario, if the office condominiums
are sold in year five, the investment
value is $855,003. This compares
to an actual cost of only $682,366,
and representing a very good deal.
This holds true even under the worst
case scenario where the investment
value is close to $110,000 greater
than the actual cost.



Scenario Pro Formas

Condominiums With First Floor Offices
PESSINISTIC SCENARIO

FESIPTIONS VEAR y 1 7 3 3 3
Purchase Price 265,000
Est. Land Value 100,000
Rehabilitation Cost-Total 2,587,686

Acquisition Price & Renov 2,852,686
Total Floor Area (square feetg 64,500
Const Loan (hard € soft costs) 2,587,686 FUNDED AS YORK IS CONPLETED

Equity Participation BLDG. »  LETTER OF CREDIT
Pay Back HONTHLY INTEREST ON FUNDED LOAN PORTION - 90% CONDO SALES
Construct. Loan Ann Int Rate 14

Construct. Loan Int Rats/Month .011%66667

.015 Points 38,815
.01 Points to Renew Loan 1,122
1 Construction Time 1
Construction Loan Term 2Yr-Renew

fprox. Funding Scedule/Month 215,641
A Est. Pre Conp. Condo Sales 294,700
Est. Pre Conp Pkg Space Sales 18,900
flo Fund. w/90% pre cons sales 193,538
Int Construct Loan (1st 6nos; 47,417
Int Construct Loan(2nd 6 nos 128,703
TOTAL CONST LOAN INT SU YR 176,120
Renmain Prin at End Start Up Yr 2,322,456
1,438,356  112206.15

Remain Prin Con Loan(162 qrtr) 1,438,356 112,206
642,666 -153023.85
Remain Prin Con Loan(364 qrtr) 642,666 0
.3 Condo Sales Yr 1{1st € 2nd qrt 884,100
Pkg Space Sales Yr 1 (162 qrtr 56,700
3 Condo Sales Yr 1(3rd 6 4th qrt 884,100
Pkg Space Sales Yr 1(364 qrtr) 56,700
2 Condo Sales Yr 2 (1 § 2 qrtr) 589,400
Pkg Space Sales Yr 2(3€4 qrtr) 37,800
1 Condo Sales Yr 2 (3 6 4 qrtr) 294,700
Pkg Space Sales Yr 2(364 gqrtr) 18,900
Mo PayBack w/90% C Salos§162qt 132,615 88,410
Ho PayBack w/90% C Sales(3C4qr 132,615 44,205
72,003 16,305
Int Cons Loan{1lst grter ) 72.003 16,305
58,078 7.022
Int Cons Loan(2nd qrter ) 58.078 7.022
44,154 10,116
Int Cons Loan(3rd qrter ) 44,154 10,116
30,229 5,474
Int Cons Loan(4th qrter ) 30,229 5,474
TOTAL CONST LOAN INT 204, 464 38,916
Prop Val-Condo Seg(sales price 2,947,000
Pko Space Val-Condo Seg(sales 189,000
Acquis+Renov. Cost-Condo Seq 2.139,515
Est Land Value 75000
Property Value-Rentsl Seg 1,000,000
Floor Area 15,725
Renovation Cost- Rental Seg 646,922
Est Land Value-Rental Seg 25000
Take Out Finan.- Rental Seg 646,922
Acquis.+Renov.Cost-Rental Seq 713,172
Est Land Value-Rental Seg 25000
.015 Points 9,704
.8 Hortgage L/V .8
L/V Rental Seg 41.14
$ Down Paynment, 0.80
Hortgage Int, Rate .13
30 flortgage Term - Yrs 30
1327 Hortgage - Debt Constant .1327
Initial Investment(Purchase §) 265,000
.2 Investnent Tax Credit (office) 129,384

Initial Invest-Rental Seg(inc
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0 1 2 3 4 5
Cons Loan Int €& Points) 137,080
137,080
Initial Investnent-Condo Seg 198,750
Constant for Acc Deprec. 1.73
Incone Tax Rate 0.50
Econ Life of Bldg 15
.128  Investor Req. ROI .128
No. of Units 46
Initial Equity 265,000
CONDOHINIW ¢ PKG SPACE SALES
Estimated Gross Sale Price 313,600 1,881,600 940,800
0.06 Brokerage Fees 18,816 112,896 56,448
Net Selling Price 294,784  1.768.704 884 352
Book Value of Unsold Units 1,858,063 855,787 0
Book Value of Building
Acc Depreciation
Est. Acc Deprec. Unsold Units
SL Depreciation 123,871
Est SL Deprec. Unsold Units 86,709 68,129
Book Val of UnitstSpaces Sold 213,951 1,283,709 641,854
Capital Gains 99,649 597.891 298,946
.5 Depr.Subj.-Ord IncTax(Dep>SL)
Ant Subj.-Cap Cains Tax 99,649 597,891 298,946
.2 Capital Cains Tax Rate .2
TOTAL TAX LIABILITY(fron sale) 19,930 119,578 59,789
Purchase Price-Condo Seq 198,750
CONDC SEG COSTS
1,940,765 Costruct. Loan Prin-Condo Seg 194,076 1,164,459 582,229
Const Loan Interest-Condo Seg 176,120 153,348 29,187
Points-Condo Seg 29,111 842
0.06 Brokerage Fees 18,816 112,396 56, 448
Tax Liability From Sales 19,930 119,578 59,789
TOTAL COSTS-CONDO SEG 433,053 1,551,123 727,654
CONQQ SEG REVENUES
Sun Of Tax Deductibles 224,047 267,086 85,635
.5 Fed Tax Shelter 112,024 133,543 42,818
L0537 Nass St Tax Shelter 12,043 14,356 4,603
TOTAL TAX SHELTER 124,066 147,899 47,421
Condoniniun & Pkg Space Sales 313,600 1,881,600 940, 800
TOTAL REVENUES- CONDO SEG 437,666 2,029,499 988,221
TOTAL AFTER TAX RETURN (387 479,376 250,567
Cln AFTER TAX RETURN (387 477,989 738,556
DISC. RETURN §}87§ 424,092 204,786
TOTAL DISC. RETURN 387 423,705 628, 491
NPV OF PROFIT (199.137) 224,955 429,741
ROI AFTER TAXES (cum) (0.00) 2.40 3.72
INTERNAL RATE OF RETURN
TRY OF°S Trial Disc Factor 1.86
TILL NPV=0 Total Disc Return (Trial OF) 2387; 167,264 31,856
Cum Total Disc Return(Trial DF 387 166,877 198,733
Net Present Value 17)
NUST RECALC INTERNAL RATE OF RETURN 186.0
INVESTNENT VALUE-Condo Seq 1,940,377 2,364,470 2,569,256
REVENUE FROIM RENTALS
.05 fo. Rent Type #1 500 525 551 579 608
No. of Type #1 Units 3
.05 Mo. Rent Type #2 600 630 662 695 729
No. of Type #2 Units 3
.05 flo. Rent Type #3 700 735 772 810 851
No. of Type #3 Units 6
1.05 Mo Pkg Rental for 12 Spaces 12 600 630 662 695 729
GROSS SCHED INCOME 97,200 102,060 107,163 112,521 118,147
.05 Vacancy Allowance 29,160 5,103 5,358 5,626 5,907
Ny | Bad Debt Allow. 972 1,021 1,072 1,125 1,181
EFFECTIVE GROSS INC RENTALS 67,068 95,936 100,733 105,770 111,058
EXPENSES FOR RENTALS 12 Units
025 Property Taxes 25,000 25,500 26,010 26.530 27.061
.09 Insurance 1,415 1,444 1,472 1,502 1,532
.09 Hater/Sewer 1,415 1,444 1,472 1,502 1,532
.59 Adninistration/Manangenent 9,278 9,463 9,653 9,846 10,043
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51
1.57
table

PASTE IN
DEP METHOD

S5
05375

TRY OF 'S
TILL NPV=0

HUST RECALC
FOR CHANGES

0.06
.08

TRY DF °S
TILL NPY=0

0 1 2 3 4 5

Heat 8,020 8,180 8,344 8,511 8,681
Rubbish Renoval 314 321 327 334 340
TOTAL EXPENSES - RENTALS 52,833 53,890 54,968 56,067 57.188
NET OPERATING INC. 14,235 41,026 44,694 48,578 52,688
Annual Debt Service 85,183 85,183 85,183 85,183 85,183
NET CASH FLOW BT (70,948) (44.157) (40.489) (36.605) (32.494)
ROI BT -0.523 -0.326 -0.299 -0.270 -0.240
TAXABLE INCONE-RENTAL SEC
Net Operating Inc. 14,235 41,026 44,694 48,578 52,688
Points 9,629
fortgage Interest 83,430 83,224 82,745 81,948 80,730
Straight Line Depreciation 41,128 41,128 41,128 41,128 41,128
fcc Depreciation 3175% D8 220,690 134,285 55,129 50,330 45,532
Book Value of Bldg 513,659 472,531 431,403 390,275 349,147
SL Dep of Ren Bk. Val 36,690 36,349 35,950 35,480 34,915
Ann Nort. Principal 1,733 1,959 2.438 3,235 4,453
Cun.Principal /Equity Buildup 1,733 3,692 6,130 9,365 13,818
Renaining Hort Prinec. 640,188 636,497 630,367 621,001 607,183
Straight Line Depreciation 41,128 41,128 41,128 41,128 41,128
TAXABLE INCONE (119,972)  (83,327) (79,179) (74, 498) (69,170)
FED TAX SHELTER (TAX DUE) 59.986 41, 39.589 37.249 .
MASS ST. TAX SHELTER (TAX DUE) 6,448 4,479 4,256 4,004 3,718
TOTAL TAX SHELTER 66,434 46,142 43,845 41,253 38,303
Investnent Tax Credit 128,384
CASH FLOW AFTER TAXES 123,871 1,985 3,356 4,648 5,808
ROI AT 0.914 0.013 0.023 0.034 0.043
DISC AT CASH FLOW 109,814 1,560 2,338 2,871 3,181
CU. DISC AT CASH FLOW 109,814 111,374 113,713 116,584 119,764
Net Present Value (15.790)
Tot. Benefit(Cun D ATCF+Equity 111,548 115,066 119,843 125,949 133,583
INTERNAL RATE OF RETURN
Trial Disc Factor .0229
AT CASH FLOW(Disc.at Trial Of) 121,097 1,897 3,136 4,246 5,187
Cun. ATCF (Disc. at Trial DF) 121,097 122,995 126,130 130,376 135,562
Net Present Value 8
INTERNAL RATE OF RETURN (S yrs 2.29

INVESTRENT LIQUIDATION OFFICE

RENTAL SEG ASS NO APPREC 1,000, 000

Estinated Cross Sale Price 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
Brokerage Fees 0.06 60,000 60,000 60,000 60,000 60,000
Capital Improvemants 50,000 50,000 50,000 50,000 50,000
Net Selling Price 890, 000 890, 000 890,000 890,000 890, 000
Book Value of Property 588,659 547,531 506,403 465,275 424,147
Capital Cains 411,341 452, 469 493,597 534,725 575,853
Depr .Subj.-0rd IncTax{Dep>SL) (] 0 0 0 0
Tax Deductable Expenses " 110, 000 110,000 110,000 110,000 110,000
Ant Subj.-Cap Cains Tax 411,341 452, 469 493,597 534,725 575.853
Capital Gains Tax Rate .2

TOTAL TAX LIABILITY 27,268 35,494 43,719 51,945 60,171
NET TO SELLER-1 222,544

NET TO SELLER-2 218,010

NET TO SELLER-3 215,914

NET TO SELLER-4 217,054

NET TO SELLER-5 222,647
DISC. NET TO SELLER 197,290 171,339 150, 437 134,070 121,919
TOTAL DISC. RETURN 307,105 282,714 264,149 250,654 241,683
NPV OF PROFIT 171,550 147,159 128,595 115,009 106,129
INTERNAL RATE OF RETURN

Trial Disc Factor . 3949

Disc Net To Seller(Trial OF) 159,541 112,044 79,552 57,332 42,160
DISC. AT CASH FLOW 88,802 1,020 1,237 1,228 1,100
CUM. DISC AT CASH FLOW 88_802 89.823 91,059 92,287 93,387
Net Present Value (42,168)
Total Disc Return(At Trial OF) 248,343 201,867 170,611 149,619 135,547
NPV OF PROFIT 112,789 66,312 35,057 14,064 (8)
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NPV OF PROFIT 112,789 66,312 33,057 14,064 (8)
0 1 2 3 4 5
MUST RECAL INTERMAL RATE OF RETURN (5 yrs 39.49
FOR CHANGES
INVESTHENT VALUE 882,776 858,385 839,821 826,325 817,355
© KEY INDICATORS
OFFICE RENTAL SEGMENT
OPERATION PHASE
NET Before Tax CASH FLOW (70,948) (44,157) (40, 489) (36.605) (32.494)
ROI BT (0.52) (0.33) (0.30) (0.27) {0.24)
TOTAL TAX SHELTER - ST & FED 66,434 46,142 43 845 41,253 38,203
After Tax Cash Flow 123.871 1,985 3.356 4,648 5,808
DISC. AT CASH FLOM 109,814 1,560 2,338 2,871 3,181
ROI AT 0.91 0.01 0.02 0.03 0.04
cuM. DISC AT CASH FLOW 109,814 111,374 113,713 116,584 119,764
Disc. Total Benefit (ATCF - Equity) 111,548 115,066 119,843 125,949 133,583
MUST RECALC INTERNAL RATE OF RETURN (5 yrs 2.29
FOR CHANGES
TERMINATION PHASE
USING EST. ANN APPREC.=0
Estimated Gross Sale Price 1,000,000 1,000,000 1,000,000 1,000,000 1.000,000
DISC. NET TO SELLER 197,290 171,339 150,437 134,070 121.91%
TOTAL DISC. RETURN 307,105 282,714 264,149 250,654 241,683
NPV OF PROFIT 171,550 147,159 128,595 115,099 106,129
NUST RECALC INTERNAL RATE OF RETURN (5 yrs 39.49
FOR CHANGES
INVESTHENT VALUE 882,776 858,385 839,821 826,325 817,355
RESIDENTIAL CONDOMINIUM SEG
INVESTHENT LIQUIDATION
Estinated Gross Sale Price 313,600 1,881,600 940,800
TOTAL TAX SHELTER - ST € FED 124,066 147,899 47,421
ROI AFTER TAXES (0.00) 2.40 3.72
TOTAL DISC. RETURN (387) 423,705 628,491
NPV OF PROFIT (199,137) 224,955 429,741
MUST RECALC INTERNAL RATE OF RETURN (5 yrs 186.0
FOR CHANGCES
INVESTHMENT VALUE 1,940,377 2,364,470 2,569,256
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Condominiums With First Floor Offices

MODERATE SCENARIO

ASSUNPTIONS YEAR 0 1 p) 3 4 5
Purchase Price 265,000
Est. Land Value 100, 000

Rehabilitation Cost-Total 2,464,463

Acquisition Prics 6 Renov 2 3 )

Total Floor Area (square fut; 64,500

Const Loan (Ml’d ¢ soft costs) 2,464,463 FUNDED AS WORK IS COMPLETED

Eqnty Participation BLDC, + LETTER OF CREDIT
ay Back HOMTHLY INTEREST ON FUNDED LOAM PORTION - 90% CONDO SALES

Omm Loan Ann Int Rats .14
Construct. Loan Int Rate/Month 011666667

.015 Points 36, 967

.01 Points to Renew Loan

1 Construction Time 1
Construction Loan Tern Z2Yr-Renew

Aprox. Funding SceduleMonth 205,372
1 Est. Pre Comp. Condo Sales 333, 000
Est. Pre Comp Pkg Space Sales 21,000
flo Fund. w/90% pre cons sales 180 397
Int Construct Loan (1st 6mos 44,197
Int Construct Loan(2nd 6 mos 119,964
TOTAL CONST LOAN INT SU YR 164,161
Renain Prin at End Start Up Yr 2,164,763

832,763 -299700
Renain Prin Con Loan(162 grtr) 832,763 0
(366,037) 0
Renain Prin Con Loan(364 qrtr) 0 0
4 Condo Sales Yr 1(1st € 2nd qrt 1,332,000
Pkg Space Sales Yr 1 (162 qrtr 64,000
4 Condo Sales Yr 1(3rd ¢ 4th qrt 1,332,000
Pkg Space Sales Yr 1(364 qrtr) 64,000
1 Condo Sales Yr 2 (1 6 2 qrtr) 333,000
Pkg Space Sales Yr 2(3¢4 qrtr) 21.000
0 Condo Sales Yr 2 (3 € 4 qrtr) 0
Pkg Space Sales Yr 2(364 qrtr 0
Ho PayBack w/90% C Sdnél&?ﬂr 199,800 49,950
flo PayBack w/90% C Sales(364qr 1990@ 0

61,761 (3.496)

Int Cons Loan(1st qrter ) 61,701 0
40,802 (8.741)
Int Cons Loan(2nd qrter ) 40,802 0
19,823 0
Int Cons Loan(3xd qrter ) 19,823 0
(1,156) 0
Int Cons Loan(4th qrter ) 0 0
TOTAL COMST LOAN INT 122,405 0
Prop val-Condo Seg(sales pnco 3,330,000
Pkg Space Val-Condo Seg(sal 210,000
is*Renov. Cost-Condo Soo 2.047.097
Est Land Value 5000
Property Value-Rental Seg 1,000,000
Floor Area 15,725
Renovation Cost- Rental Seg 616,116
Est Land Value-Rental Seg 25000
Take Out Finan.- Rental 616,116
Acquis.+Renov.Cost-Rental 682,366
Est Land Value-Rental Seg 25000
015 Points 9,242
.8 fortgage L/V .8
L/V Rental Seq 39.18
% Down Paynent 0.80
fortgage Int. Rate .13
30 flortgage Term - Yrs 30
.1327  Hortgage - Debt Constant 1327

Initial Investnent(Purchase 8; 265.000
.2 Investnent Tax Credit (ofhu 123,223

Initial Invest-Rental Seqg(i

Cons Loan Int ¢ Points) 106,093

106093.015
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0 1 2 3 4 5
Initial Investment-Condo Seg 198,750
Constant for Acc Deprec. 1.7%
Incons Tax Rate 0.50
Econ Life of B%g? 13
128 Investor Req. .128
No. of Units 46
Initial Equity 265,000
CONDONINIWN € PKG SPACE SALES
Estinated Gross Sale Price 354,000 2,832,000 354,000
0.06 Brokerage Fees 21,240 169,920 21,240
Net Selling Price 332,760 2,662,080 332,760
Book Value of Unsold Units 1,774,888 409,410 (0)
Book Value of Building
Acc Depreciation
Est. Acc Deprec. Unsold Units
SL Oepreciation 118,326
Est SL Deprec. Unsold Units 70,995 65,079
Book Val of UnitsCSpaces Sold 204,710 1,637,678 204,710
Capital Gains 149,290 1,194,322 149,290
5 Depr .Subj.-Ord IncTax(Dep»SL)
At Subj.-Cap Gains Tax 149.290 1,194 322 149,290
.2 Capital Gains Tax Rate .2
TOTAL TAX LIABILITY(from sale) 29,858 238,864 29,858
Purchase Price-Condo Seg 198,750
CONDO SEG COSTS
1,848,347 Costruct. Loan Prin-Condo Seg 184,835 1,478,678 184,835
Const Loan Interest-Condo Seg 164,161 91,804 0
Points-Condo Seg 27,725 0
0.06 Brokerage fees 21,240 169,920 21.240
Tax Liability From Sales 29,858 238,864 29,858
TOTAL COSTS-CONDO SEG 427,819 1,979,266 235,933
CONDO SEGC REVENUES
Sun Of Tax Deductibles 213,126 201,724 21,240
.5 Fed Tax Shelter 106,563 130,862 10,620
.05375  nass St Tax Shelter 11,456 14,068 1,142
TOTAL TAX SHELTER 118,019 144,930 11,762
Condominiun € Pkg Space Sales 354,000 2,832,000 354,000
TOTAL REVENUES- CONDO SEG 472,019 2,976,930 365,762
TOTAL AFTER TAX RETURN 44,200 997,663 129,829
CUM AFTER TAX RETURN 44,200 1,041,863 1,171,692
DISC. RETURN 44,200 884,453 102,036
TOTAL DISC. RETURN 44,200 928,653 1,030,689
NPV OF PROFIT (154,550) 729,903 831,939
ROI AFTER TAXES (cunm) 0.22 5.24 5.90
INTERNAL RATE OF RETURN
TRY DF*S Trial Disc Factor 5.584
TILL NPV=0 Total Disc Return (Trial OF) 44,200 151,528 2,995
Cun Total Disc Return(Trial OF 44,200 195,728 198,723
Net Present Value (27)
MUST RECALC INTERNAL RATE OF RETURN 558.4
INVESTHENT VALUE-Condo Seg 1,892,547 2,777,000 2,879,036
REVENUE FROM RENTALS
.05 Ho. Rent Type #1 500 525 551 579 608
No. of Type #1 Units 3
.05 fo. Rent Type #2 600 630 662 695 729
No. of Type #2 Units 3
.05 Mo. Rent Type #3 700 735 772 810 851
No. of Type #3 Units 6
1.05 Ho Pkg Rental for 12 Spaces 12 600 630 662 695 729
GROSS SCHED INCOME 97,200 102,060 107,163 112,521 118,147
.05 Vacancy Allowance 4,860 5,103 5,358 5,626 5,907
.01 Bad Debt Allow. 972 1,021 1,072 1,125 1,181
EFFECTIVE GROSS INC RENTALS 91,369 95,936 100,733 105,770 111,058
EXPENSES FOR RENTALS 12 Units
.023 Property Taxes 25,000 25,500 26,010 26,530 27,061
.09 Insurance 1,415 1,444 1,472 1,502 1,532
.09 Uater/Sewer 1,415 1,444 1,472 1,502 1,532
.59 Adninistration/Manangenent 9,278 9,463 9,653 9,846 10,043
.47 Repairs/Maintenance/Security 7.391 7,539 7,689 7,843 8,000
51 Heat 8,020 8,180 8,344 8,511 8,681
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0 1 2 3 4 5

1.57 TOTAL EXPEMSES - RENTALS 52,833 53,800 54,068 56,067 57,188
NET OPERATING INC. 38,535 42,046 45,766 49,703 53,870
table fnnual Debt Service 81,759 81,759 81,759 91,759 81,759
NET CASH FLOW BT (43,224)  (39,712)  (35,993)  (32,056) (27,889)
$ ROT BT -0.407 -0.374 -0.339 -0.302 -0.263
TAXABLE INCOME-RENTAL SEG
Net Operating Inc. 38.535 42,046 45,766 49,703 $3.870
Points 9,242
" fortgage Interest 80,095 79.879 79.418 78,653 77,485
Straight Line Depreciation 39,408 39,408 39,408 39,408 39,408
Acc Depreciation a175% DB 260,026 81,602 53.122 48,524 43,926
Book Value of Bldg 494,735 455,327 415,919 376,512 337,104
SL Dep of Ren Bk. val 35,338 35,025 34,660 34,228 33,710
ann fort. Principal 1,664 1,880 2,340 3,105 4,274
Cua.Principal /Equity Buildup 1,664 3,543 5,884 8,989 13,263
oASTE TN Remaining Mort Princ. 614,452 610,909 605,025 596,036 582,774
OEP NMETHOD Straight Line ODepreciation 39,408 39,408 39,408 39,408 39,408
TAXABLE INCOME (90,210) (77.240) (73.060) (68,358) (63,022)
9 FED TAX SMELTER (TAX DUE) 45,105 38,620 36,530 34,179 31,511
.05375  NASS ST. TAX SHELTER (TAX DUE) 4,849 4,152 3,927 3,674 3,387
TOTAL TAX SHELTER 49,954 42,772 40,457 37.853 34,899
Investment Tax Credit 123.223
CASH FLOUW AFTER TAXES 129,953 3,060 4,464 5,798 7.010
ROI AT 1.225 0.029 0.042 0.055 0.066
DISC AT CASH FLOW 115, 207 2,405 3,110 3.581 3,839
CUrt. DISC AT CASH FLOW 115,207 117,611 120,722 124,303 128,141
Net Present value 22,048
Tot. Benefit(Cun D ATCF+Equity 116,870 121,154 126,603 133,292 141,404
INTERNAL RATE OF RETURM
TRY DF'S  Trial Disc Factor 7
TILL NPV=0 AT CASH FLOM(Disc.at Trial OF) 98,673 1,764 1,954 1,927 1,769
Cun. ATCF (Disc. at Trial OF) 98,673 100, 437 102,392 104,319 106,088
Net Present Value (5)
MUST RECALC INTERNAL RATE OF RETURN (5 yrs 31.70
FOR CHANGES
INVESTHENT LIQUIDATION OFFICE
.02 RENTAL SEC ASS 2% APPREC 1,000,000
Estimated Gross Sale Price 1,020,000 1,040,400 1,061,208 1,082,432 1,104,081
0.06 Brokerage Fees 0.06 61,200 62,424 63,672 64,946 66,245
.05 Capital Improvenments 51,000 52,020 $3.060 54,122 55,204
Net Selling Price 907,800 925.956 944,475 963,365 982,632
Book Value of Property 570,735 532,347 493,980 455,633 417,308
Capital Gains 449,265 508,053 567,228 626,799 686,773
Depr.Subj.-Ord IncTax{Dep>SL) 0 0 0 0 ]
Tax Deductable Expenses 112,200 114,444 116,733 119,068 121,449
ant Subj.-Cap Gains Tax 449,265 508,053 567,228 626,799 686,773
2 Capital Gains Tax Rate 2
TOTAL TAX LIABILITY 33,753 44,389 55.079 65,826 76,630
NET TO SELLER-1 259.595
NET TO SELLER-2 270,658
NET TO SELLER-3 284,371
NET TO SELLER-4 301,502
NET TO SELLER-S 323,228
DISC. NET TO SELLER 230,137 212,718 198,133 186,232 176,996
TOTAL DISC. RETURN 345,344 330,329 318,855 310,535 305,137
NPV OF PROFIT 239,251 224,236 212,762 204,442 199,044
INTERNAL RATE OF RETURN
TRY OF 'S Trial Disc Factor .6695
TILL NPV=0 Disc Net To Seller(Trial OF) 155,493 97.107 61,112 38,810 24,922
DISC. AT CASH FLOW 77.839 1,098 959 746 540
CUM. DISC AT CASH FLOW 77,839 78,937 79.897 80,643 81,183
Net Present Value (24.910)
Total Disc Return(At Trial OF) 233,332 176,044 141,008 119,453 106,105
NPV OF PROFIT 127,239 69,951 34,915 13,360 12
NUST RECAL INTERNAL RATE OF RETURN (5 yrs 66.95
FOR CHANCES
INVESTRENT VALUE 895,209 880,195 868,721 860, 400 855,003
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INVESTHENT VALUE 893,209 880,193 868,721 860, 400 835,003
0 1 2 3 4 5
KEY INDICATORS
OFFICE RENTAL SEGHENT
OPERATION PHASE
NET Before Tax CASH FLOU (43,224) (39,712) (35,993) (32,056) (27.889)
ROI BT (0.41) (0.37) (0.34) (0.30) (0.26)
TOTAL TAX SHELTER - ST & FED 49,954 42,772 40,457 37.853 34,899
After Tax Cash Flow 129,953 3,060 4,464 5,798 7,010
DISC. AT CASH FLOM 115,207 2,405 3,110 3.581 3,839
ROI AT 1.22 0.03 0.04 0.0% 0.07
CUn. DISC AT CASH FLOW 115,207 117,611 120,722 124,303 128,141
Disc. Total Benefit (ATCF « Equity) 116,870 121,154 126,605 133,292 141,404
NUST RECALC INTERNAL RATE OF RETURN (5 yrs 31.70
FOR CHANGES
TERINATION PHASE
USING EST. ANN APPREC.=0
Estinated Gross Sale Price 1,020,000 1,040,400 1,061,208 1,082,432 1,104,081
DISC. NET TO SELLER 230,137 212,718 198,133 186,232 176,996
TOTAL DISC. RETURN 345,344 330.329 318.855 310,535 305.137
NPV OF PROFIT 239,251 224,236 212,762 204, 442 199,044
NUST RECALC INTERNAL RATE OF RETURN (5 yrs 66.95
FOR CHANGES
INVESTHENT vALUE 895,209 880,195 868,721 860, 400 855,003
RESIDENTIAL CONDOMINIUM SEG
INVESTHENT LIQUIDATION
Estinated Cross Sale Price 354,000 2,832,000 354,000
TOTAL TAX SHELTER - ST & FED 118,019 144,930 11,762
ROI AFTER TAXES 0.22 5.24 5.90
TOTAL DISC. RETURN 44,200 928,653 1,030,689
NPV OF PROFIT (154,550) 729,903 831,939
MUST RECALC INTERNAL RATE OF RETURN (5 yrs 558.4
FOR CHANGES
INVESTMENT VALUE 1,892,547 2,777.000 2,879,036
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Condominiums With First Floor Offices

OPTINISTIC SCENARIO

ASSIPTIONS YEAR 0 1 2 3 4 s
Purchase Price 265,000
Est. Land Value 100,000
Rehabilitation Cost-Total 2,218,017
ficquisition Price ¢ Renov 2, 03 017
Total Floor Area (square fm;
Const Loan (hard ¢ soft costs) 2, 210 017 FUNDED AS m IS  COMPLETED
Ewity participation BLDG. + LETTER OF CREDIT
ay Back noum.v INTEREST ON FUNDED LOAN PORTION < 90% CONDO SALES
const.tuct Loan Ann Int Rate
Construct. Loan Int Rats/onth 0116“667
015 Points 33, 270
01 Points to Renew Loan
1 Construction Tins 1
Construction Loan Tern 2Y1-Renew
fprox. Funding Scedule/Month 184,833
2 Est. Pre Comp. Condo Sales 732,600
Est. Pre Comp Pkg Space Sales  46.200
o Fund. uw/90% pre cons sales 129,890
Int Construct Loan (1st 6mos 31,823
Int Construct Loan(2nd 6 mos 86,377
TOTAL CONST LOAN INT SU YR 118,200
Renain Prin at End Start Up Yr 1,558,677 95,477 0
Renain Prin Con Loan(162 qrtr) 93,477 0
Q. 225 203) 0
Renain Prin Con Loan(3¢4 qrtr) 0
4 Condo Sales Yr 1(1st ¢ 2nd qrt IQSZN
Pkg Space Sales Yr 1 (162 qnx 92, 400
4 Condo Sales Yr 1(3rd 6 4th qr 1,465,200
Pkg Space Sales Yr 1(304 qn.x) 92,400
0 Condo Sales Yr 2 (1 & 2 qrtr) 0
Pkg Space Sales Yr 2(3¢4 qrtr) 0
0 Condo Sales Yr 2 (3 ¢ 4 qrtr) 0
Pkg Space Sales Yr 2(384 qrtr) 0
o PayBack w/90% C Sdnilt!qr 219,780 0
fo PayBack w/90% C Sales(3t4qr 2’199.17&0 g
Int Cons Loan(1st qrter ) 39,169 0
16,092 0
Int Cons Loan(2nd qrter ) 16,092 0
(6.985) 0
Int Cons Loan(3rd qrter ) 0 0
(30,062) 0
Int Cons Loan(4th qrter ) 0 0
TOTAL CONST LOAM INT 55,261 0
Prop Val-Condo Seg(sales price 3,663,000
Pkg Space Val-Condo Seg(sales 231,000
Acquis*Renov. Cost-Condo Seg 1,362,263
Est Land Valus 75000
Property Value-Rental Seg 1,000, 000
fFloor Ares 15,725
Renovation Cost- Rental Seg 554,504
Est Land Valus-Rental Seg 25000
Take Out Finan.- Rental Seg 554,504
Acquis.+Renov.Cost-Rental Seg 620,754
Est Land Value-Rental Seg 25000
.015 Points 8,318
.8 Hortgage L/V .8
L/V Rental Seg 35.26
% Down Payment 0.80
fortgage Int. Rate 13
30 Hortgege Torn - Yrs 30
1327 Hox - Debt Constant .1327
Initaal Investnent(Purchase §) 265,000
.2 Investment Tax Credit (ofhco 110,901
Initial Invest-Rental
Cont Loan Int & Points) 88,383
3682 .8862
Initial Investnent-Condo Seg 198,750
Constant for Acc Deprec. 1.7
Incone Tax Rate 0.50



0 1 2 b 4 T
Econ Life of Bldg 15
128 Investor Req. ROI .128
No. of Units 46
Initial Equity 265,000
CONDOMINIUN & PKG SPACE SALES
Estinated Cross Sale Price 778,800 3,115,200 0
0.06 Brokerage Fees 46,728 186,912 0
Net Selling Price 732,072 2,928,288 0
Book Value of Unsold Units 1,429,810 372,443 0)
Book Value of Building
fcc Depreciation
Est. Acc Deprec. Unsold Units
SL Depreciation 95.321
Est SL Deprec. Unsold Units 57,192 57.192
Book Val of Units€Spaces Sold 372.453  1.489.810 0
Capital Gains 406,347 1,625,390 0
.5 Depr.Subj.-Ord IncTax(Dep>SL)
Ant Subj.-Cap Gains Tax 406,347 1,625,390 0
2 Capital Gains Tax Rate .2
TOTAL TAX LIABILITY(from sale) 81,269 325,078 0
Purchase Price-Condo Seg 198,750
CONDO SEG COSTS
1.663.513 Costruct. Loan Prin-Condo Seg 332,703 1,330,810 0
Const Loan Interest-Condo Seg 118,200 41,446 0
Points-Condo Seg 24,953 0
0.06 Brokerage Fees 46,728 186,912 0
Tax Liability Fron Sales 81,269 325,078 0
TOTAL COSTS-CONDO SEC 603,852 1,884,246 0
CONDO SEGC REVENUES
Sun Of Tax Deductibles 189,880 228,358 0
S Fed Tax Shelter 94,940 114,179 0
.05375  Nass St Tax Shelter 10,206 12,274 0
TOTAL TAX SHELTER 105,146 126,453 0
Condoniniun & Pkg Space Sales 778,800 3,115,200 0
TOTAL REVENUES- CONDO SEC 883,946 3,241,653 0
TOTAL AFTER TAX RETURN 280,094 1,357,407 0
CUN AFTER TAX RETURN 280,094 1,637,501 1,637,501
DISC. RETURN 280,094 1,203,375 0
TOTAL DISC. RETURN 280,094 1,483,469 1,483,469
NPV OF PROFIT 81,344 1,284,719 1,284,719
ROI AFTER TAXES (cum) 1.41 8.24 8.24
INTERNAL RATE OF RETURN
TRY DF°S Trial Bisc Factor 2000
TILL NPV=0 Total Disc Return (Trial OF) 280,094 678 1
Cum Total Disc Return{Trial DF 280,094 280,772 280,772
Net Present Value 82.022
MUST RECALC INTERNAL RATE OF RETURN INFINITY
INVESTRENT VALUE-Condo Seg 1,943,607 3,146,982 3,146,982
REVENUE FROM RENTALS
.05 Ho. Rent Type 1 500 525 551 579 608
No. of Type #1 Units 3
.05 Ho. Rent Type #2 600 630 662 695 729
No. of Type #2 Units 3
.05 Ho. Rent Type #3 700 735 772 810 851
No. of Type #3 Units 6
1.05 Mo Pkg Rental for 12 Spaces 12 600 630 662 695 729
GROSS SCHED INCORE 106,920 112,266 117,879 123,773 129,962
.03 vacancy Allowance 3,208 3,368 3,536 3,713 3,899
.01 Bad Debt Allow. 1,069 1,123 1,179 1,238 1,300
EFFECTIVE GROSS INC RENTALS 102,643 107,775 113,164 118,822 124,763
EXPENSES FOR RENTALS 12 Units
.025 Property Taxes 25,000 25,500 26,010 26,530 27,061
.09 Insurance 1,415 1,444 1,472 1,502 1,532
.09 Water/Sewer 1,415 1,444 1,472 1,502 1,532
99 Administration/fanangenent 9,278 9,463 9,653 9,846 10,043
.47 Repairs/Haintenance/Security 7,391 7.539 7,689 7,843 8,000
.51 Heat 8,020 8,180 8.344 8,511 8,681
.02 Rubbish Removal 314 321 327 334 340
1.57 TOTAL EXPENSES - RENTALS 52,833 53,890 54,968 56.067 57.188
NET OPERATING INC. 49,810 53,885 58,196 62,755 67,575
table Annual Debt Service 73,583 73,583 73,583 73,583 73,583
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PASTE IN
DEP METHOD

5
05375

TRY DF'S
TILL NPV=0

MUST RECALC
FOR CHANGES

.03

0.06
.05

TRY DF°S
TILL NPV=0

HUST RECAL
FOR CHANCES

Straight Line Depreciation
Acc Depreciation a175% DB
Book Value of Bldg

$L Dep of Ren Bk. Val

Ann Hort. Principal
Cun.Principal /Equity Buildup
Renaining Mort Princ.

Straight Line Depreciation
TAXABLE INCOME

FED TAX SHELTER (TAX OVE)
HASS ST. TAX SHELTER (TAX DUE)
TOTAL TAX SHELTER

Investment Tax Credit

CASH FLOW AFTER TAXES

ROI AT

DISC AT CASH FLOW

CUM. DISC AT CASH FLOW

Net Present Value

Tot. Benefit{Cun D ATCF-Equity

INTERNAL RATE OF RETURN

Trial Disc Factor

AT CASH FLOM(Disc.at Trial DF)
Cun. ATCF (Disc. at Trial OF)

Net Present Value

INTERNAL RATE OF RETURN (5 yrs

INVESTRENT LIQUIDATION OFFICE
RENTAL SEGC ASS 3% APPREC
Estinated Cross Sale Price
Brokerage Fees

Capital Improvements

Net Selling Price

Book Value of Property
Capital Cains
Depr.Subj.-0rd IncTax{Dep>SL)
Tax Deductable Expenses
Ant Subj.-Cap Cains Tax
Capital Cains Tax Rate
TOTAL TAX LIABILITY

NET TO SELLER-1

NET TO SELLER-2

NET TO SELLER-3

NET TO SELLER-4

MET TO SELLER-S

DISC. NET TO SELLER

TOTAL DISC. RETURN

NPV OF PROFIT

INTERNAL RATE OF RETURN

Trial Disc Factor

Disc Net To Seller(Trial OF)
DISC. AT CASH FLOM

CUrt. DISC AT CASH FLOW

Net Present Value

Total Disc Return(At Trial OF)
NPV OF PROFIT

INTERNAL RATE OF RETURN (5 yrs

INVESTHENT VALUE

1
35,300
235,587
449,553
32,111
1,497
1,497
553,007

35,300
(65.893)
32,947
3,542
36,488
110,901
123,617
0.111
109,589
109,589

111,086

78,001
78,001

1,030,000

61,800
51,500
916,700
526,053
5036947

113,300
503,947

44,139
319,554

283,292
392,881
304, 498

168,630
65,233
65,233
233,863
145,480

881,136
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2
35,300
52,448
414,253
31,866
1,692
3,189
549,818

35,300
(53.306)
26,653
2,865
29,518

9,821

0.130

7,718
117,308

120,497

3,910
81,912

1,060,900

63,654
53,045
944,201
492,298
5686602

116,699
568,602

55,371
339,012

266,438
383,746
295,363

94,405
2,735
67.968

162,373
73,990

872,000

5
35,300
48,329
378,953
31,579
2,106
3,295
544,523

35,300
(48.580)
24,290
2,611
26,901

11,515
0.149
8,023

125,331

130,626

2,893
84,805

1,092,727

65,564
54,636
972,527
458,589
6346138

120,200
634,138

66,728
361,277

251,717
377,048
288,665

53,090
1,692
69,660

122,750
34,367

865,302

"]
35,300
44,211

343,652
31,241

2,795
8,090
536,433

35,300
(43,333)
21,666
2,329
23,996

13,168
0.167
8,134

133,464

141,554

2.088
86,892

1,125,509
67.531
56,275

1,001,703

424,928
7006581

123,806
700,581

78,213

387,057

239,077
372,542
284,159

30,015
1,021
70,681

100,696
12,313

860,796

>
35,300
40,093
308,352
30,835
3,846
11,937
524,496

35,300
(37.462)
18,731
2,014
20,744

14,737

8,070
141,534
53,151
153,470

1,159,274
69,556
57.964

1,031,754
391,316
7676958

127,520
767,958

89,832

417,426
228,578
370,112
281,729

17.082
603
71,284

858,366



1 1 2 3 4 S
KEY INDICATORS
OFFICE RENTAL SEGHENT
OPERATION PHASE
NET Before Tax CASH FLOW (23,773 (19.697) (15, 396) (10,827) (6,008)
ROI BT (0.27) 0.22) . (0.17) 0.12) (0.07)
TOTAL TAX SHELTER - ST € FED 36,488 29,518 26,901 23,996 20,744
After Tax Cash Flow 123,617 9,821 11,515 13,168 14,737
DISC. AT CASH FLOW 109,589 7,718 8,023 8,134 8,070
ROI AT 1.40 0.11 0.13 0.15 0.17
CUM. DISC AT CASH FLOW 109,589 117,308 125,331 133,464 141,534
Disc. Total Benefit (ATCF + Equity) 111,086 120, 497 130,626 141,554 153, 470
MUST RECALC INTERNAL RATE OF RETURN (S yrs 58.48
FOR CHANGES
TERMINATION PHASE
USING EST. ANN APPREC.=0
Estinated Gross Sale Price 1,030,000 1,060,900 1,092,727 1,125,509 1,159 274
DISC. NET TO SELLER 283,292 266,438 251,717 239,077 228,578
TOTAL DISC. RETURN 392,881 383,746 377.048 372,542 370,112
NPV OF PROFIT 304, 498 295,363 288,665 284,159 281,729
MUST RECALC INTERNAL RATE OF RETURN (5 yrs 89.50
FOR CHANGES
INVESTHENT VALUE 881,136 872,000 865,302 860,796 858,366
RESIDENTIAL CONDOMINIUM SEG
INVESTHENT LIQUIDATION
Estimated Gross Sale Price 778,800 3,115,200 0
TOTAL TAX SHELTER - ST € FED 105,146 126,453 0
ROI AFTER TAXES 1.4 8.24 8.24
TOTAL DISC. RETURN 280,094 1,483,469 1,483 469
NPV OF PROFIT 81,344 1,284,719 1,284,719
NUST RECALC INTERNAL RATE OF RETURN (5 yrs INFINITY
FOR CHANGES
INVESTHENT VALUE 1,943,607 3,146,982 3,146,982
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TOTAL PROJECT - RESIDENTIAL CONDOMIN-
IUMS AND OFFICES

After viewing the residential and
office segments, it is important to
examine the project in total. The
net present value of profit under all
three scenarios is very high. This
illustrates the project is yielding
far in excess of the 12.8% required
rate of return. Infact the NPV of
the moderate and optimistic scenarios
is over one million dollars.

The investment value also indi-
cates that the project represents a
financially sound undertaking. The
investment value of the optimistic
scenario, $4,005,348 is over 1.5
million dollars greater than the
actual cost of the project. The mod-
erate and pessimistic scenario show
an investment value of close to one
million dollars over actual cost.
Consequently, the project represents
an excellent deal.

From all indications, it appears
that the mixed use alternative rep-
resents a sound investment. If
actual conditions approximate the
moderate scenario, the investor can
expect over one million dollars in
excess of his 12.8% rate of return.

F. Developer Assisted

Mortgage Financing

The market study revealed that a
large percentage of potential buyers
have the necessary income to meet
mortgage payments but not the savings
for a large down payment. Therefore,
reducing the loan to value ratio may
greatly improve marketability. The
developer could accomplish this by
buying down the initial equity re-
quirement. However, because this is
effectively decreasing the sales price
of the units, this alternative must
be weighed against the benefits of
a shorter selling period.

The moderate scenario of the
"condominiums only'" alternative il-
lustrates the benefits of a shorter
selling period. All other factors
remaining equal, but shortening the
selling time to one year after con-
struction, yields a total discounted
return of $1,394,540. This compares
to $1,262,462 if the selling period
is two years. Consequently, the de-
veloper has the flexibility of using
$132,078 to buy down initial equity
requirements if it appears he could
cut the selling time in half.

SUMMARY OF KEY INDICATORS: TOTAL PROJECT - RESIDENTIAL CONDOMINIUHS
AND OFFICES (ASSUMING OFFICE CONDOMINIUMS ARE SOLD IN YEAR S)

_

PESSIHISTIC HODERATE OPTIHISTIC

SCENARIO SCENARIO SCENARIOC
Total Discounted Return At 870,174 1,335,826 1,853,581
NPV of Profit 535,870 1,030,983 1,566,448
Investment Value 3,386,610 3,734,039 4,005,348
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The same demonstration can be

employed for the mixed use development.

Shortening the selling period from
90% of the units being sold within 1
year after construction to 90% being
sold within 6 months yields a total
discounted return of $1,096,435.
This compares to $1,030,689. This
offers the developer $65,746 for buy
downs if it appears the selling

period can be significantly decreased.

Consequently, it appears that
the shorter selling period in both
alternatives outweighs the benefits
of a higher sales price to some de-
gree. However, the decision to buy
down initial equity requirements
should not be made until the units
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go on the market. The decision
should be made in light of how well
the units sell during the pre com-
pletion stage and early months after
construction. This financing oppor-
tunity should not be made available
unless absolutely necessary to move
units. First the developer should
try to sell the units with no finan-
cing assistance. Next, sales should
be attempted, offering the lowered
down payment but with an inflated
sales price to cover the cost of the
buy downs. And lastly, the lowered
initial equity requirements should
be offered with the originally
scheduled sales prices if the units
are selling too slowly.



G. Final Recommendation

For Optimum Development

As clearly illustrated in the
following table, the financial out-
comes projected for the two develop-
ment alternatives are quite similar.
The moderate scenario of the mixed
use development does exhibit a total
discounted return of $1,335,826,
which is greater than that projected
for the ''codominiums only' alternative
($1,262,462). However, under the
pessimistic and optimistic scenarios
of the mixed use development, just
the opposite relationship exists, the
discounted returns are less (even
though to a smaller degree) than in
the "condominiums only'" alternative.

With the key financial indicators
so close, it is difficult to choose
one of the two alternatives from pure-
ly a "bottom line' perspective. Both
alternatives appear to be financially
sound investments which promise
healthy returns. Both alternatives
also offer a similar degree of un-
certainty (ie. the sales appeal of

the first floor condominiums and mar-
ket potential for office rentals).

If forced to choose merely on the
basis of indicators presented, the
mixed use development alternative is
the best option. Under the moderate
scenario, which after all is the most
likely, the project is expected to
yield a discounted return approximate-
ly $73,000 greater than the other
alternative. This is significant
enough to place favor with the mixed
use alternative.

However, the most appropriate
way to decide between the alternatives
is with regard to the needs of the
individual investor. If the investor
wishes to make his profit quickly and
be out of the deal, the '"condominiums
only'" alternative makes the most
sense. This alternative promises a
good return without tying up re-
sources for an extended period of
time. On the other hand, if the
investor expects income from other
sources which he would like to shel-
ter over the mext few years, the
mixed use alternative would be the
most suitable. This would allow the
investor to make a rather large profit

SUMMARY OF KEY INDICATORS

PESSIMNISTIC MODERATE OPTIMISTIC
SCENARIO SCENARIO SCENARIO
RESIDENTIAL CONDOMINIUMS ONLY
Total Discounted Return 843,215 1,262,462 1,873,280
NPV of Profit 578,215 997,462 1,608,280
Investment Value 3,430,901 3,726,925 4,091,297
CONDOMINIUMS WITH FIRST FLOOR OFFICES
Total Discounted Return 870,174 1,335,826 1,853,581
NPV of Profit 535,870 1,030,983 1,566,448
Investment Value 3,386,610 3,734,039 4,005,348
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initially but also to maintain owner-
ship of the office segment to shelter
income and sell at a later date.

In addition, regardless of the
alternative chosen, developer assist-
ed mortgage arrangements should be
considered if the units begin to sell
too slowly. As suggested in the
preceeding section, this should first
be attempted with inflated selling
prices to cover the cost of the buy
downs. If the units still do not
move quickly enough the prices may be
lowered. In most instances, this
would still be in the best interest
of the developer as the shorter sel-
ling period would outweigh the effects
of the decreased sales prices.
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Chapter VI
Conclusion

FINANCIAL BENEFIT TO THE INVESTOR

The Bancroft-Rice property ex-
hibits tremendous potential for re-
development.
mixed use alternatives promise very
high returns with a relatively small
initial investment. The low purchase
price of $265,000 makes the site al-
most irresistible in light of the
over $1.2 million projected Total
Discounted Return. This allows a Net
Present Value of approximately §1
million.

As described in Chapter II, the
Bancroft-Rice site is being sold as a
package with two other somewhat less
desirable schools ($265,000 = total
price for all three schools). How-
ever, the prospect of more than
quardrupling the initial investment
with the Bancroft project alone cer-
tainly compensates for the expected
lower return from development at the
other sites. It is evident that the
City is very anxious to dispose of
the property and has consequently
severely under-priced it.

The recommended optimum develop-
ment alternative is dependent on the
needs of the perspective investor.
The "condominiums only" alternative
offers the best option for the in-
vestor who wishes to make his profit
quickly and has no interest in re-
maining involved in the project. The
Return on Investment forecasted for
this option under the moderate
scenario is well over 500% with an
Internal Rate of Return over 400%.
Even if the units take two full years
to sell and prices drop 10%, the
initial investment is still expected
to more than triple. This option
offers a high return without tying

Both the residential and

92

up resources for an extended period
of time.

The mixed use alternative is
recommended for the investor who
needs a tax shelter over the next
few years and is willing to maintain
ownership of a portion of the project.
This alternative would provide the
investor a large profit initially
(ie. well over 500% return on invest-
ment under the moderate scenario).

It would also offer tax shelter
benefits and an Investment Tax Credit
equal to 20% of the rehabilitation
costs. This also allows the investor
to wait until the neighborhood prop-
erty values have appreciated signifi-
cantly and then sell at a high price.
The Net Present Value of Profit under
the moderate scenario is $1.03 mil-
lion for the entire mixed use pro-
ject.

As indicated in the financial
analysis, regardless of which alter-
native is selected, shortening the
selling time for the condominiums
would generously increase profits.
If the units begin to sell too
slowly, the developer assisted mort-
gage financing suggested in Chapter
V should be instituted. This would
increase the marketability of the
units by reducing the down payment
requirement.

TOTAL BENEFIT OF THE CITY OF BOSTON

This project, whether entirely
residential or mixed use, will be
very beneficial to the City. The
school buildings, currently a neigh-
borhood nuisance attracting vandalism
and loitering, will be placed in
service once again. The proposed
rehabilitation promises an




outstandingly attractive site, adding
to the value of the immediate area.
The project would also offer much
needed high quality housing units
without displacing a single current
resident. All these indirect factors
point to the potential positive im-
pact of the project, however, the most
striking benefit is the overwhelming
revenue generated compared to the
attributable municipal expenditures.
The fiscal impact analysis, de-
tailed in Appendix E. clearly
illustrates the project's direct
financial benefit to the City.
four principal sources of public
revenue are identified as departmen-
tal, state aid, federal aid and
property tax. The projected increase
in these revenue sources attributable
to the residential project totals
$136,678. This figure contrasts with
an increase in City expenditures of
only $77,218. The relatively small
increase in necessary expenditures
is primarily due to the expected lack
of public education costs. The de-
sign of the units, market analysis,
and description of the target popula-
tion all indicate the probable ab-
sence of school aged children.

The

The comparison of revenues and
expenditures shows that the project
will much more than pay for its
share of public services. The rev-
enue, generated by the residential
project is expected to be over one
and a half times greater than its
attributable municipal costs annually.
The revenue to cost ratio of the
mixed use alternative would be even
larger. This 1is because the office
segment would be taxed at a higher
rate but most likely require less
spent on public services.

SUMMARY

In total, the project offers
considerable benefit to the City.
The prospect of receiving almost two
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times as much revenue as would be
expended appears to be a very attrac-
tive opportunity. These financial
benefits coupled with the improvement
of the site and lasting value added
to the neighborhood would likely

make the City amenable to sale,

The property also holds tremen-
dous potential for the investor.
The forecasted million dollar plus
profit and small initial equity re-
quirement makes this opportunity
very difficult pass up. In addition,
the successful completion of the
project will establish credibility
and may very well lead to other
projects involving the adaptive re-
use of public buildings.



Appendices
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APPENDIX A.

Regulation of Uses: H Zoning Districts

ALLOWED USES

CONDITIONAL USES

Residential:

-all types of attached, detached and
semi detached single family, two fam-
ily and multi family dwellings

Institutional:

-group care residences

-convalescent and nursing homes

-library, museums

-elementary schools, kindergarten § day
care

~-places of worship
-extension of existing cemetery

-crematory or columbarium in cemetery

Recreational:

-public park, playground or recreation
building

-private games and sports not conduct-
ed for profit

-adult education centers, community
centers

Public Services:
-police stations

-fire stations

Qffice Uses:

Vehicle Storage:

-temporary dwellings, lodging and board-
ing houses, dormitories, sororities,
fraternities, hotels, motels

-hospitals or sanatariums other than for
treatment of drug addicts, alcoholics,
mentally ill or mentally deficient

-colleges, universities, trade or pro-
fessional school

-scientific research or teaching

-private club

-pumping stations
-public service stations

-telephone exchanges

-offices of an accountant, architect,
attorney, dentist, physician or other
person not accessory to a main use

-clinic not accessory to a main use

-parking lot or garage
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Regulation of Uses: H Zoning Districts

ALLOWED USES CONDITIONAL USES

Accessory Uses:

-swimming pool or tennis court -keeping of animals for profit or labor-
. atory research

-customary home occupation

-uses accessory to permitted office
occupant

-storage of flammable liquid or gas

-amusement games in sorority, frater-
nity or private club

-dwellings for personnel accessory to
main use

-as an accessory use to a building
with 50 dwelling units or more in a
hotel, barber shops, dining rooms,
news stands and similar establish-
ments primarily for the residents
thereof, when conducted wholly within
the building and entered solely from
within the structure
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APPENDIX B.

Dimensional Regulations

STATUS OF

REGULATION INTERPRETATION COMPLIANCE
FOR THE SITE
Bancroft Rice Bancroft Rice
Lot siz Min. None None None C C
Lot Area Min./
Dwelling Unit | None None None C C
Lot Width None None None C C
Floor Area
Ratio 3
Lot Size X
F.A.R. 18,454 x 3 27,125 x 3
=Allowable
Floor Area
(sq. ft.) = 55,362 = 81,375 C, Allowable ad- |C, Allowable ad-
dition = 32,882 dition = 40,855
sq. ft. sq. ft.
Max. Height None None None C C
Front Yard Min.{ 15 15 15 NC, Need to apply!NC, \Need to apply
Depth (ft.) for Variance on for Variance on
grounds that the| grounds that the
structure pre- structure pre-
dates the Zoning| dates the Zoning
Code Code
Usable Open
Space:
Min. sq.ft./ 100 100/D.V. 100/D.V. |Existing open Existing open space
Dwelling Unit space including { including area like-
area likely to ly to be used for
be used for parkq parking = 16,777 sq.
ing = 12,834 sq. ft.
ft.
Unit *may includg*mayv include
balconies | balconies
and roofs and roofs
Min. sq.ft./ None None None C C
other use
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Dimensional Regulations

REGULATION INTERPRETATION STATUS OF COMPLIANCE
FOR THE SITE
Bancroft Rice Bancroft Rice
. 10 + L 10 + 115 10 + 70

Rear Yard Min. 30 =0 30 C C
Depth (ft.) = 16 = 14

Side Yard Min. © None None None C C
(ft.)

Setback of Par- NC, Need to apply|NC, Need to apply
apet Min. Dis-|H + L' |45 + 120 25 + 70 for Variance on for Variance on
tance from Lot] 6 6 6 grounds struc- grounds structure
Line (ft.) ture predates predates Zoning

Zoning Code Code
Rear Yard Max.
% occupied by 35 35 35 C, No accessory |C, No accessory

Accessory
Buildings

buildings

buildings

DIMENSIONAL REGULATIONS TABLE KEY

C

NC
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= Currently in compliance with

regulation

= Currently not in compliance with

regulation

= Length of wall
line, measured
line

1}

parallel to lot
parallel to lot

Height of building above the

height below which no setback

is required

= Length of wall
line, measured

parallel to lot
parallel to lot

line at greatest length above
the height below which no set-
back is required















APPENDIX D.
1980 U.S. Census Tract Map
Bancroft-Rice Site: Tract #707
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APPENDIX E.

Fiscal Impact Analysis
PROJECT SUNMARY
Project market value $4,600,000.00
Additional population (Residential only) 80
Additional school enrollment (Residential only) 0

REVENUE FORECAST SUMMARY

Revenue Current Revenues Revenue Increment
Departmental* $199,700,000.00 $ 28,376.86
State Aid $190,100,000.00 $ 27,012.72
Fed. Aid $ 18,500,000.00 $§ 2,628.80
Project-Related Property Tax Rev. § 78,660.00
Additional Project Revenues $ 0.00
TOTAL PROJECT-RELATED REVENUES $136,678.40

PER CARITA COSTING METHOD SUMMARY

Total municipal expenditures $904,099,900.00
Total school expenditures $ NA
Residential share of local tax base: 60%
Non-residential refinement coeff.: 1.00
Residential expenditures $542,459,940.00
Per capita residential expenditures $ 963.52
Per student school expenses NA
Forecast municipal exp. growth $ 77,081.00
Forecast school exp. growth $ 0.00
TOTAL forecast exp. growth $ 77,081.00
TOTAL forecast revenue growth $ 136,678.00

BALANCE: REVENUES COHPARED TO EXPENDITURES $59,597.00

* .
Departmental includes city, health and hospitals, parking meters, parking
fines, payments in lieu of taxes, interests on investments, and other
revenues.
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End Notes

1. Boston Public Facilities Department, "Design and Development Guidelines,
Surplus School Buildings".

2. Massachusetts Bay Transportation Authority, 1976. South West Corridor
Development Plan.

3. Boston Inspectional Services Department, 1983. Boston Zoning Code and
Enabling Legislation (as assembled through June 30, 1983).

4. Survey of Area Realtors:
AES Realty, Boston, Massachusetts.
AE Rondeau Realty, Boston, Massachusetts.
Betty Gibson Associates, Boston, Massachusetts.
Century 21 Cityside, Boston, Massachusetts.
Copley Square Associates, Boston, Massachusetts.
58 Charles Street Associates, Boston, Massachusetts.
Urban Renaissance Properties, Boston, Massachusetts.

5. 1Ibid.
6. Ibid.
7. Ibid.

8. Raw Data Sources: Boston Activities Budget, 1984,. Boston Department
of Tax Assessment,. Boston Department of Budget.

Information sources for charts and graphs are noted on the figures.
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