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FXM Associates  
Economic Planning & Research      53 County Road, Box 660   Mattapoisett, MA 02739    508-758-2238 

Economic Development and Real Estate Market Conditions and Trends 

Lawrence Urban Renewal Plan: 
Economic Development and Real Estate 
Market Conditions and Trends 

Technical Memorandum 

To:  Cecil Group 
From: FXM Associates 
Date: June 2016 

This memorandum summarizes work accomplished by FXM Associates on economic 
development and real estate market conditions and trends pertaining to the 
Lawrence Urban Renewal Plan.  Most of the material in this report was included in a 
Power Point prepared by FXM for CGI’s presentation to the Community Advisory 
Committee and Lawrence Redevelopment Authority on April 20, 2016.  It has been 
augmented by interviews with a sample of knowledgeable individuals suggested to 
FXM by the client, additions to and a fuller discussion of the technical analyses 
reported in April. 

The sections which follow include: Summary Findings, Approach and Methods, 
Selected Growth Industries in Lawrence and Essex County, Shift Share Analysis, 
Occupational Skills Analysis, Real Estate Market Conditions and Trends, Medical 
Office Space, Retail Opportunity/Gap Analysis, and A critical Dimension-Synopsis of 
the Interviews. 

Summary Findings 

Between 2004 and 2014 the City of Lawrence saw a 17.3% increase in 
jobs compared to a growth rate of 7.1% within Essex County overall over 
the same period. The Health Care & Social Assistance sector, which added 
nearly 3,900 jobs in Lawrence (a 66% gain over the 2004 total) was by 
far the leading growth industry in the City.  Over the same period, jobs in 
Health Care & Social Assistance within Essex County overall grew by 
17,900 (35%) leading all other industries in employment growth 
countywide between 2004 and 2014.  

The Health Care & Social Assistance industry is also projected to lead all 
other industries in job growth through 2020 in both the City and County 
overall. Within the City of Lawrence, the projected employment growth 
could increase demand for health industry-related space by over 700,000 
square feet through 2020, and by nearly 4,000,000 square feet 
countywide. In 2014, about 4,300 City of Lawrence residents were 
engaged as Healthcare Practitioners and Technicians and Healthcare 
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Support personnel. By 2020, demand for workers with these skills is
expected to offer an additional 6,400 employment opportunities 
countywide. In 2014, annual wages in these occupations averaged about 
$57,000 compared to a $48,000 average annual wage for all jobs in the 
City of Lawrence.

Related to the employment growth in the health care industry, and of
possible particular relevance to development within the urban renewal
area, is the historical and projected demand for medical office space.
Even as the inventory of medical office space has increased since 2007,
vacancies have steadily declined over the past 10 years to about 2,000
square feet in Lawrence in the second quarter of 2016, 1.1% of the city’s
182,000 square foot inventory. There has been some historical sensitivity 
to rent levels, but at $20 per square foot gross in Lawrence (the same as
the average for all of Andover, North Andover, Haverhill, Methuen, and 
Lawrence) lease prices for medical office space are 25% higher than the 
average for all office space.  There is apparent unmet current demand as
well as projected growth for medical office space.

The client furnished FXM a detailed list of “target” industries that had
emerged from discussions within the business community and other
participants in the urban renewal planning process to date and requested
that they be analyzed for job and wage growth potential.  Using a long
established technique for isolating the relative performance of local 
industries compared to national averages within the same industry (shift-
share analysis), FXM found a total of sixteen (16) of these industries that
demonstrated greater historical job gains and wage increases compared 
to their counterparts nationally (see Table 3, page 9). Where local
industries add more jobs than would be predicted by national trends for 
the same industry, the local area has demonstrated a competitive 
advantage for that industry.  These same industries also grew wages
faster than predicted by national trends in the same industry, suggesting 
that a combination of labor productivity, transportation, and other factors 
enable the industries to compete favorably rather than because of 
relatively lower wages.

Among the target industries with employment growth potential, a
candidate food production and distribution facility(ies) was cited by
interviewees as a potentially ‘catalytic’ project within the urban renewal 
area. The city has the requisite water supply (ranks among top five
municipalities in the state); many buildings and parcels in and near the
urban renewal project area have high volume capacity water 
infrastructure and piping; and Groundwork Lawrence is a leading 
advocate in ‘farm to table’ movement.  Such a food production project
could be phased in, beginning with a commercial storage/commercial
kitchen facility that supports small restaurants, food vendors and 
commercial farmers, and could expand to serve specialty label food 
production/distribution as well as food industry business incubators.
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A retail opportunity/gap analysis performed by FXM revealed an 
immediate potential to add at least 84,000 square feet of new or 
expanded retail space within the urban renewal area (see Table 6, page 
23 for detailed list of store types). The retail gap analysis has been shown 
to be a very useful tool in recruiting new businesses or helping existing 
establishments obtain the financing or other resources needed to expand.  
It shows where local consumer demand is not now met by local 
businesses. One successful strategy is to approach well established 
businesses elsewhere in the region with the gap numbers and a 
competitively priced space opportunity within the target redevelopment 
area.

The analyses accomplished for this report by no means exhaust the 
potential benefits of additional research on prospective target industries 
(which was confined in this analysis to those specifically noted by the 
client) or to fleshing out all potentially effective strategies and 
mechanisms to achieve the economic and real estate development 
objectives of the urban renewal plan. Among the additional efforts 
suggested by interviewees would be to analyze the supply chains of 
businesses, sub-contractors and employment requirements related to the 
food industry, health care, education, and specialty manufacturing 
(textile, precision equipment) in order to inform a market study focused 
on these sectors (and help identify specific candidates for recruitment, 
vocational training requirements, specific space and infrastructure needs, 
and so forth). In FXM’s experience, the enthusiasm and knowledge 
revealed in the limited number of interviews conducted is extraordinary 
and bodes well for advancing an economic development agenda for the 
LRA and City. 

Approach and Methods 

A key objective of FXM’s work is to identify selected growth industries within the 
city and region that might be attracted to develop within the urban renewal area.  
To accomplish this objective FXM analyzed historical employment trends within 
Lawrence and Essex County by major industry sector using data from the 
Massachusetts Department of Labor and Workforce Training (the ES202 data 
series) and from the US Department of Commerce, Bureau of Economic Analysis 
(BEA), Regional Economic Information System.  The advantage of the ES202 data 
series (also called the QCEW series at the federal level) is that it reports jobs and 
wages by detailed industry group at the state, county, and municipal levels.  The 
disadvantage is that these job totals include only employment covered by 
unemployment insurance, thereby excluding self employed persons who can 
represent significant proportions of jobs in certain industries (such as in the 
relatively high growth professional & technical services, finance and insurance, real 
estate rental and leasing services, amongst others).  In total, as many as 30-40% 
of all jobs are now held by persons classified as self-employed (including 1099 
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status, full or part time)1. By contrast, the BEA includes all jobs but limits its data 
reportage to relatively larger industry groups and does not report data below the 
county level.  For consistency in projecting potential space demand, FXM applies 
the ratio of jobs reported at the county level by the BEA to those reported in the 
ES202 data series to the growth industries identified at the city and county level 
(the ratios differ by industry). 

At the specific request of the client FXM performed job and payroll shift share 
analyses for selected target industries identified by the client, and an occupational 
skills analysis matching the current occupations of Lawrence residents with those 
projected for the growth industries that emerged from the detailed shift share 
analysis.  The shift share analysis reveals industries growing in jobs and performing 
better at the county level than expected based on the same industries’ performance 
at the national level, suggesting a competitive advantage locally. Both of these 
technical procedures as well as their interpretations are discussed subsequently. 

FXM also assessed real estate market conditions and trends from the “supply” 
perspective; including historical changes in the inventory, vacancies, net 
absorption, and lease rates for office, industrial/wholesale, flex, and retail space.  
The geographic areas covered are the City of Lawrence and a real estate industry 
defined submarket that includes Lawrence, Andover, North Andover, Methuen, and 
Haverhill.  The source of these data is Co Star Property Information Systems, a
proprietary subscription data service widely used by real estate professionals.  
Comparisons of forecast net absorption from the supply side to those from the 
employment-driven demand side provide a complementary look at potential 
opportunities for real estate development (including new and rehabilitated space) 
and/or absorption of currently vacant or underutilized space. 

Finally, FXM performed a special market assessment to identify current prospects 
for expanding retail stores and restaurants within the urban renewal area called a 
“retail opportunity/gap analysis”. This technique compares consumer demand by 
detailed store/product types and food and beverage establishments, to actual store 
sales within defined geographic market areas – typically 5-,10-, and 15-minute 
drive times which are the trade area measures used by most retailers.  Where 
consumer demand exceeds actual store sales within the defined market areas a 
retail “opportunity” or “gap” exists based on a long established norm that most 
consumers will buy goods and services as near as possible to where they live. Such 
gaps suggest competitive opportunities for expansion by current establishments or 
new entrants.  Retail gap analyses are useful recruitment tools and have been used 
by developers and economic development professionals to great success in many 
instances. 

1 In 2014, the ratio of all jobs reported by BEA to those reported in the ES202 data series was 1.39, 
up from 1.33 in 2004. That represents an additional 122,000 jobs in Essex County not counted in 
ES202. 
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Selected Growth Industries in Lawrence and Essex County (based on 
employment projected to 2020 from 2004-2014 trends)2

In 2004, the City of Lawrence totaled 22,300 jobs, 7.6% of the Essex County total 
293,000 jobs.  By 2014, jobs in Lawrence numbered 26,200, an increase of 3,900 
or 17.3% over the 2004 total.  Essex County jobs increased by 21,000 to 314,000, 
a 7.1% gain over the same period.  The City of Lawrence thus grew at a faster rate 
than Essex County overall and increased its relative share from 7.6% to 8.4% of 
regional employment.  The Health Care & Social Assistance sector, which added 
nearly 3,900 jobs (a 66% gain over 2004 jobs) in Lawrence was by far the leading 
growth industry in the City.  Over the same period, jobs in Health Care & Social 
Assistance within Essex County overall grew by 17,900 (35%) leading all other 
industries in employment growth between 2004 and 2014. 

Data in Table 1 show projected increases in jobs by 2020 for selected growth 
industries at the City and County levels, based on analysis of all major industries’ 
(2-digit NAICS) employment trends between 2004 and 2014.  Table 2 converts 
employment growth projections into potential space demand.  The Health Care & 
Social Services sector is expected to continue its robust growth over the past 
decade, leading all other industries in projected growth in jobs and demand for 
space.  The Accommodations & Food Services industry, which includes hotels and 
restaurants and derives demand from visitors as well as business travelers and 
residents, is also projected to add jobs and create demand for space at the county 
and city levels. The Other Services sector also shows growth in jobs and space 
demand, and includes a wide variety of businesses ranging from repairs and 
maintenance services (auto, electronic, appliance, and so forth), to personal care 
services and religious and civic associations.  Food manufacturing is another growth 
sector and a target industry identified by the client group. This industry appears in 
the subsequent shift share analysis and occupational skills section (see Table 3, 
industry codes 3114 and 3118). 

2 With the exception of the space demand projection noted previously, the analyses in this section use 
the ES202 reported jobs since the BEA does not report jobs below the county level.  The ES202 data 
are also used in the shift share analysis since BEA does not report data by detailed NAICS.  The actual 
number of jobs shown are therefore understated in many industries when self-employed persons are 
taken into account but the trends are likely unaffected.
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Table 1 

Industry Jobs in 2014
Projected Jobs 

in 2020

Projected 
Increase 2014‐

2020

Projected %  
Increase 
2014‐2020

Food Manufacturing‐City 737                 924                 187                25%
Medical Devices ‐County 5,486              5,968              482                9%
Finance and Insurance‐City 241                 278                 37                   15%
Real Estate Rental & Leasing‐City 237                 247                 10                   4%
Professional & Technical Services‐County 33,112           34,295           1,183             4%
Management of Companies & Enterprises ‐County 5,039              5,366              327                6%
Educational Services ‐County 30,039           30,652           613                2%
Health Care & Social Assistance ‐City 9,787              11,564           1,777             18%
Arts, Entertainment & Recreation‐County 11,720           12,743           1,023             9%
Accommodation & Food Services‐City 1,147              1,337              190                17%
Other Services, ex. Public Admin‐City 1,184                1,724                540                 46%
Source: MA Dept of Labor ES202 Data Series; US Dept of Commerce, Regional Economic Information System; and FXM Associates

Selected Growth Sectors in City of Lawrence and Essex County
Based on 2004‐2014 Trend Forecasts

Table 2 

Jobs Space Demand (SF) Jobs Space Demand (SF)
Food Manufacturing 1,140 570,000                    187 93,500                      
Office Using Jobs 2,840 852,000                    0
Health Care & Social Assistance 9,994 3,997,600                 1,777 710,800                    
Accommodations & Food Services 2,087 2,087,000                 190 190,000                    
Educational Services 613    613,000                    0
Arts, Entertainment, Recreation 1,023 409,200                    0
Other Services 2,293 1,146,500                 540 270,000                    

Projected Space Demand through 2020 Based on Trend Projected Jobs

Essex County City of Lawrence

For those sectors projecting growth at the county level, but for which historical 
trends to date within Lawrence indicate little or no historical growth at the city 
level, special efforts will need to be made to attract businesses not now inclined to 
locate in Lawrence in spite of their regional presence. 

The following graphs are plots of historic trends and projected growth in jobs for 
selected industries with strong statistical indicators.  The closer the R-square values 
shown on the graphs approach 1.0, the greater the confidence in the forecast based 
on historical trends. All these sectors have R-square values of at least .86, meaning 
that forecasts of future growth can be considered reasonably reliable.  
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Employment Trends in Lawrence and Essex County
 2004‐2020

Total, all industries, 
City of Lawrence

Total, all industries, 
Essex County
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Employment Trends in Food Manufacturing
City of Lawrence, 2014‐2020

y = 29.691x + 419.58
R2 = 0.8678

‐

100

200

300

400

500

600

700

800

900

1,000

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Jo
bs

Employment Trends in Arts, Entertainment & Recreation
 Essex County, 2004‐2020

y = 188.89x + 9531.4
R2 = 0.9549

‐

2,000

4,000

6,000

8,000

10,000

12,000

14,000

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Jo
bs



LAWRENCE REDEVELOPMENT AUTHORITYB-10 SUBMITTAL TO DHCD FEBRUARY 2017

FXM Associates

Economic Development and Real Estate Market Conditions and Trends 9

Trends in Employment in Educational Services
 Essex County, 2004‐2020
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Shift Share Analysis 

A shift share analysis compares local industry growth to that predicted by national 
industry trends.  Where local industries add more jobs than would be predicted by 
national trends for the same industry, the local area has demonstrated a 
competitive advantage in that industry. Table 3 shows the results of a job and 
payroll shift share analysis at the Essex County level for selected target industries 
provided to FXM by the client.3 Each of the industries shown in Table 3 exceeded 
job growth predicted by national trends between 2009 and 2014 and therefore 
exhibit a competitive local advantage.4

Table 3 also shows average annual wages in each of the industries in 2014. Each of 
the industries also exhibited wage growth between 2009 and 2014 greater than 
that predicted by changes in payroll per employee at the national level over that 
period. 

Table 3 

Summary Employment and Wage Shift Share Analysis for Essex County 

Industry 
Code Industry Title 2014 Jobs

Actual Job 
Growth 2009‐

2014

Regional Job 
Growth Index 
2009‐2014

Ave Annual 
Wages in 
2014

Regional Wage 
Growth Index 
2009‐2014

10 Total Covered 313,446  22,796           53,864$      
1114 Greenhouse and nursery production 151          40                  1.12 24,611$       0.71
3114 Fruit and vegetable preserving and specialty 609          609                1.00 44,004$       1.00
3118 Bakeries and tortilla manufacturing 1,995      528                0.83 36,861$       0.66

312120 Breweries 84            84                  1.00 27,330$       1.00
314 Textile product mills 166          24                  1.55 36,726$       0.71
315 Apparel manufacturing 533          187                1.31 31,752$       1.14
316 Leather and allied product manufacturing 908          120                1.12 77,785$       0.82

3391 Medical equipment and supplies manufacturing 1,768      186                0.98 90,717$       0.49
4244 Grocery and related product wholesalers 1,491      104                0.58 66,325$       0.36
512 Motion picture and sound recording industries 946          383                0.90 13,291$       0.49

54192 Photographic services 161          5                     8.15 29,222$       7.52
6112‐6117 Educational services (except elementary and secondary schools) 3,431      515                0.47 42,780$       0.25

621 Ambulatory health care services 22,882    4,361             0.39 57,797$       0.27
622 Hospitals 12,522    806                0.61 56,169$       0.04

7111 Performing arts companies 177          80                  0.95 22,695$       0.92
7223 Special food services 1,631      362                0.34 26,735$       0.19

Source: US and MA Departments of Labor ES202 data series and FXM Associates

3 While the target industry list provided to FXM was, according to the client, based largely on anecdotal 
evidence from knowledgeable local sources rather than strict quantitative analysis, many of the 
industries suggested by the client survived the rigorous shift share analysis as relatively strong local 
performers likely to offer additional job opportunities in the foreseeable future.
4 FXM also performed the shift share analysis for the periods 2006 to 2009 and 2006 to 2014 in order 
to examine trends that might have been specifically influenced by the 2008-2009 recession.  In almost 
all instances the selected target industries grew nationally and locally between 2006 and 2014 though 
several lost jobs between 2006 and 2009.  The 2009 to 2014 period is judged most representative for 
the purposes of this analysis and projection over the next 5 years.
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The job growth and payroll growth indexes shown in Table 3 are the ratio of the 
regional growth component to overall local growth in jobs and wages between 2009 
and 2014.  The higher the index the better the local industry performed relative to 
national norms over that period, though, as noted, all of the industries shown grew 
in number of jobs and dollars of average wages greater than predicted by the 
performance of those same industries nationally. For example, the two Food 
Manufacturing industries, codes 3114 and 3118, both exhibited stronger growth 
than Educational Services, though all exceeded national trends in their industries. 

Occupational Skills Analysis 

Data in Table 4 match the current occupational characteristics of Lawrence 
residents with those projected for the target growth industries shown in the shift 
share analysis.  

Table 4 

Projected Occupation Needs Compared to Current Occupations of Lawrence 
Residents

Description
Total Employment by Occupation
SOC Code   Occupations Description Absolute % Absolute %
Total Employment by Occupation 49,394 100.00 20,422 100.00
        11        Management 4,269 8.64 922 4.52
        13        Business and Financial Operations 2,527 5.12 569 2.78
        15        Computer and Mathematical 1,948 3.94 257 1.26
        17        Architecture and Engineering 699 1.42 52 0.26
        19        Life, Physical, and Social Science 398 0.81 223 1.09
        21        Community and Social Services 1,322 2.68 887 4.34
        23        Legal 197 0.40 6 0.03
        25        Education, Training, and Library 3,452 6.99 2,500 12.24
        27        Arts, Design, Entertainment, Sports, and Media 783 1.59 373 1.83
        29        Healthcare Practitioners and Technical 3,524 7.13 2,312 11.32
        31        Healthcare Support 752 1.52 4,085 20.00
        33        Protective Service 1,603 3.25 129 0.63
        35        Food Preparation and Serving Related 1,072 2.17 1,411 6.91
        37        Building and Grounds Cleaning and Maintenance 2,843 5.76 842 4.12
        39        Personal Care and Service 2,194 4.44 1,897 9.29
        41        Sales and Related 3,696 7.48 254 1.24
        43        Office and Administrative Support 6,076 12.30 1,782 8.73
        45        Farming, Fishing, and Forestry 84 0.17 51 0.25
        47        Construction and Extraction 3,370 6.82 45 0.22
        49        Installation, Maintenance, and Repair 1,841 3.73 385 1.88
        51        Production 1,405 2.84 1,050 5.14
        53        Transportation and Material Moving 2,826 5.72 359 1.76
        99        Unclassified 2,513 5.09 30 0.15
*Prepared from Nielsen Business‐Facts, this includes data from InfoGroup and Federal Standard Occupancy Classifications.
Prepared For: CGI     Prepared By: FXM ‐ dt
+ Prepared from US BLS QCEW data on growth 2009‐2014 by industry for a set of targeted industries 
   and the US BLS Industry‐Occupation Matrix (2014) by Michael L. Lahr Regional Economic Consulting.

Essex County Future
Occupation Needs (2020)+Total (2014)*

City of Lawrence
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The projected “occupation needs” are based on the actual job growth shown by the 
target industries between 2009 and 2014, which in this analysis is presumed to add 
an equivalent number of jobs by 2020.  These are, therefore, NET NEW 
occupational requirements.  As shown by data in the table there are significant 
opportunities within Essex County expected for Lawrence residents (among other 
county residents) with the requisite skills and training. These opportunities are 
relevant whether or not the projected growth in jobs county-wide occurs within the 
City of Lawrence, though capturing such growth within the City (and the urban 
renewal area in particular) would afford Lawrence residents better access and could 
enhance tax revenues for the City. 

Real Estate Market Conditions and Trends 

The following graphs show historical and forecast trends in the inventory, 
occupancy, vacancy rates and lease rates for the major types of space: office, 
industrial/wholesale, flex, and retail.  The geographic areas covered are the City of 
Lawrence and an industry defined submarket that includes Lawrence, Andover, 
North Andover, Methuen, and Haverhill.  As shown in the graphs, there has been 
little growth in the net inventory and occupancy of each type of space.  However, 
as indicated by the low R-squares in the occupancy forecasts shown in the graphs, 
historical trends to date do not appear to be a good indicator of future potential 
growth.
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OFFICE Space Inventory and Vacancy Rates: 
Lawrence and Submarket

 2007‐2016

Lawrence Vacant Percent 

Submarket Vacant 
Percent 

0

2,000,000

4,000,000

6,000,000

8,000,000

10,000,000

12,000,000

14,000,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

In
ve

nt
or

y 
SF

0%

5%

10%

15%

20%

25%

Va
ca

nc
y 

R
at

e

Lawrence Inventory SF Submarket Inventory SF

 OFFICE Space Occupancy Lawrence & Submarket
 2007‐2016 Trend and Projection to 2020
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OFFICE Gross Rents per SF per Year
Lawrence and Submarket
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INDUSTRIAL Space Inventory and Vacancy Rates
 Lawrence & Submarket
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INDUSTRIAL Space Occupancy Lawrence & Submarket
 2007‐2020 Trend Projected

Lawrence Occupancy 
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FLEX Space Inventory and Vacancy Rates 
Lawrence & Submarket 2007‐2016
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FLEX Space Gross Rent per SF per Year
 Lawrence & Submarket 2007‐2016
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RETAIL Space Inventory and Vacancy Rates 
Lawrence & Submarket 2007‐2016
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RETAIL Space Occupancy Lawrence & Submarket
2007‐2016 Trend Projected to 2020
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Additional Observations from the Real Estate Market Graphs 

As is clear from the graphs, the variations in vacancy rates appear unrelated to 
rental pricing, either in the submarket area or Lawrence, leaving little grounds for 
targeting rents as a factor in the city’s competitiveness. Market rents and the 
relatively large amount of vacant space within the existing inventory will make the 
development of new space and/or rehabilitation of existing space challenging.  

There is also little net new absorption forecast over the next few years as shown by 
data in Table 5. This does not mean that well located, designed and strategically 
priced development cannot succeed since, as discussed in previous sections, growth 
in jobs and therefore space demand is expected in certain industries. 

Table 5 

Space Type and Geography Vacant SF 
Gross Rent per 
SF per Year

Forecast Ave Ann 
NET Absorption (SF)

(1stQ 2016) (1stQ 2016) (2016‐2018)
OFFICE
Submarket 2,200,000 16.14$               7,800                          
City of Lawrence 678,000     15.21$               4,200                          
INDUSTRIAL
Submarket 1,420,000 4.81$                 (58,000)                       
City of Lawrence 685,000     4.42$                 5,500                          
FLEX
Submarket 1,546,000 8.96$                 (57,000)                       
City of Lawrence 303,000     7.81$                 (22,000)                       
RETAIL
Submarket 321,000     16.37$               (19,000)                       
City of Lawrence 116,000     12.90$               (6,500)                         
Source: CoStar Property Information Systems,  April 2016; and FXM Associates

Real Estate Market Conditions Summary

While the trends in the above general market supply conditions may not offer 
obvious opportunities for Lawrence, other conditions may, such as the match 
between growing occupations and the skills offered by the Lawrence labor market, 
as well as its ability to capture more jobs deriving from projected regional growth. 
The demand side of the market is another factor affecting the future development 
of Lawrence, and more detailed analyses of specific industries and space types will 
likely reveal opportunities not identified or obvious from the analyses performed for 
this report. As examples, the sections which follow analyze a niche office space 
opportunity and the local retail market as a potential source of future growth within 
the urban renewal area specifically. 
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Medical Office Space 

While the scope of FXM’s assignment did not allow for more detailed investigations 
into specific industries or subcategories of the real estate market, a special request 
was made to examine Medical Office Space. As the following graphs suggest, 
Medical Office Space may offer a promising niche for new development or 
rehabilitation of existing space. 

The graph comparing the inventory of medical office space in Lawrence and the 
submarket with vacancy rates shows that even as the inventory of medical office 
space has increased, vacancies continue to decline.  This strongly indicates unmet 
demand, and indeed an average annual net absorption of 29,000 square feet is 
forecast for the submarket overall over the next two years.  Employment growth in 
the health care professions is also forecast, as discussed previously. The second 
graph, comparing trends in occupied space with gross rents indicates some 
historical sensitivity to rent levels.  However, rents for medical office space are 
already 25% higher than for general office space and rents so far achieved for 
medical office space within the City of Lawrence are as high as they are for the 
submarket overall (which as noted includes the communities of Andover, North 
Andover, Haverhill, and Methuen). 

MEDICAL Office Space Inventory and Vacancy Rates:
 Lawrence and Submarket 

2007‐2016

Submarket Vacant 
Percent 

City Vacant Percent

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

800,000

900,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Sq
au

re
 F
ee
t

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

Va
ca
nc
y 
Ra

te

Submarket Inventory SF City Inventory SF



LAWRENCE REDEVELOPMENT AUTHORITYB-22 SUBMITTAL TO DHCD FEBRUARY 2017

FXM Associates

Economic Development and Real Estate Market Conditions and Trends 21

MEDICAL Office Space Occupancy and Gross Rents: 
Lawrence and Submarket

 2007‐2016
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Retail Opportunity/Gap Analysis 

A Retail Opportunity/Gap analysis is a tool used by virtually all major retailers and 
chain restaurants to gauge market demand and competition within a specified 
geographic area.  It represents a snapshot of the current expenditures of 
consumers within a geographic area and actual retail store sales matching those 
expenditures within the same geographic area.   

The retail opportunity, or gap, analysis shows the potential demand for various 
types of retail development within a defined market area by comparing estimated 
household expenditures in a range of retail store categories with actual sales by 
stores in those categories.  Where expenditures by households in the market area 
exceed sales, a gap or opportunity exists for stores within the market area to 
“capture” more of those household expenditures.  Conversely, where market area 
household expenditures are less than actual sales in particular retail categories, 
stores in the market area already attract consumer dollars from outside the market 
area and opportunities for additional retail development would be more limited.   

The retail gap analysis is a snapshot of current opportunities for retailers to newly 
locate or expand facilities based on a well-established principle drawn from many 
empirical studies showing that people will typically purchase goods and services 
within the shortest available walking or drive time from where they live.  Obviously 
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the principle applies to comparable and competitive goods, services, and pricing so 
there is no guarantee of success based strictly on location advantage. 

Retailers typically define market areas in terms of drive times, with a 15-minute 
drive time considered the maximum outside market area definition for all but the 
largest stores and store types.  Market support within a 5-minute drive time is 
considered the outside drive-time reach of smaller, convenience type retailers, and 
support within a 10-minute drive time is considered essential for most medium 
sized stores and restaurants.  If a specific category of retail sales opportunity were 
shown for a 5-minute drive-time market area and also held up at the 10-minute 
market area then most retailers will consider market conditions favorable – from a 
demand standpoint – to locating a store within that market area.  Data in Table 6 
summarize the analysis of retail development potential based on gaps between 
consumer demand and actual store sales within the 5, 10, and 15-minute drive-
time market areas centered on the Lawrence urban renewal study area.  Data in 
the table include estimates of supportable square footage based on median sales 
per square foot for the identified store categories as well as median store size to 
estimate number of stores.  The total “potentially supportable square feet” are 
reduced to “potentially captured” square feet, allowing that not all the theoretically 
possible gap can or will be likely to locate within the project area.  This is a 
professional judgment based on experience. 

The retail gap analysis is a snapshot of current market opportunities – these will 
change over time if new shops open or existing ones close within the defined 
market areas. This analysis is also not proscriptive – it does not recommend the 
types of retail stores and restaurants that should be encouraged to locate within the 
urban renewal area.  Rather it provides an analytic basis for choosing among 
potential candidates with an apparent market advantage.  
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Table 6 

Retail Stores Market Area Gap
Supportable 

SF
Potentially 
Captured  SF

Potentially 
Supportable 

Stores

Furniture Stores‐4421 23,731,837$       71,267 14,748             3
 Home Furnishing Stores‐4422 6,115,576$         18,365 4,130                1
Computer & Software Stores‐44312 5,380,118$         14,049 3,000                2
Hardware Stores‐44413 18,317,228$       89,200 13,200             1
Cosmetics, Beauty Supplies, Perfume Stores‐44612 5,218,623$         12,396 3,054                2
Optical Goods Stores‐44613 5,909,289$         17,512 1,925                1
Other Health & Personal Care Stores‐44619 6,567,363$         22,327 3,614                2
Women's Clothing Stores‐44812 13,839,582$       36,831 6,000                2
Family Clothing Stores‐44814 16,736,789$       55,879 9,000                3
Luggage & Leather Goods Stores‐44832 8,549,164$         27,443 2,500                1
Sporting Goods Stores‐45111 16,350,439$       58,394 6,008                1
Hobby, Toy & Game Stores‐45112 7,480,470$         32,954 3,400                1
Musical Instrument & Supplies Stores‐45114 4,423,254$         17,483 3,000                1
Full‐Service Restaurants‐7221 22,736,591$       64,410 10,248             2

161,356,323$     538,509       83,827             23                     

Sources: The Nielsen Company Site Reports , 2015 data; industry publication estimates; and FXM Associates
**Based on analysis of consumer expenditures and actual store sales within a retail market area 
   defined by 5, 10, and 15 minute drive times (see text)

Potential Retail Opportunities in the Lawrence Urban Renewal Area**

Of particular note is the gap in full service restaurants.  Successful restaurants can 
draw patrons from a wide area that might not otherwise frequent an area, 
especially an older urban area where some degree of blight and/or underutilization 
of existing buildings is problematic.  They can be important components of an 
area’s attractiveness to new businesses and residents.  And restaurants can be 
adaptable to many different types of structures in need of adaptive reuse. 

A Critical Dimension – Synopsis of the Interviews 

In addition to data collection and analysis, FXM conducted confidential telephone 
interviews with commercial property owners, developers, managers and investors 
referred by the LRA and knowledgeable about Lawrence market conditions and 
downtown business activity.  The interviews focused on land use, economic 
potential, and public policy for a proposed urban renewal district.  

The interviewees saw a number of advantages offered by the development of an 
Urban Renewal Plan: 
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Provides an effective municipal “tool” to address the lack of large, 
developable sites by resolving title issues and fragmented parcel 
ownership, while advancing public infrastructure improvements and 
zoning modifications.  

Affords city and commercial property owners in the district greater access 
to government incentives, subsidies and other financial support to 
upgrade vacant space for contemporary uses; as well as provide 
employment training in targeted industries.   

Establishes a policy framework for phased implementation of 
improvements to traffic circulation and parking management, which are 
critical factors to production, shipping, and distribution.    

Advances city/Lawrence Redevelopment Authority economic development 
objectives to expand existing businesses and increase job opportunities in 
food (production/storage), medical/health care, and related supply chain 
industry sectors.   

Those interviewed had views on specific industry sectors targeted by the plan, 
particularly the food sector, which FXM’s data analysis supported as a growth sector 
in the region: 

Food industry/commercial production storage/distribution could be the 
focus of a ‘catalytic’ project in the urban renewal district: The city has the 
requisite water supply (ranks among top five municipalities in the state); 
many buildings and parcels in and near the urban renewal project area 
have high volume capacity water infrastructure and piping; and Lawrence 
Groundworks is a leading advocate in ‘farm to table’ movement.  

Such a food production project could be phased in, beginning with a 
commercial storage/commercial kitchen facility that supports small 
restaurants, food vendors and commercial farmers, and could expand to 
serve specialty label food production/distribution as well as food industry 
business incubators.  

Next steps identified by those interviewed included: 

Analyze the supply chains of businesses, sub-contractors and employment 
requirements related to the food industry, health care, education, and 
specialty manufacturing (textile, precision equipment) in order to inform a 
market study focused on these sectors. 

Examine the findings of the business surveys in progress:  
o Mill Cities Community Investments (MCCI) small business owners’ 

forum to connect with an established network of potential users of 
space in the urban renewal district.  
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o the Lawrence Partnership survey of 80+ businesses regarding 
workforce skill gaps to identify ways to fill the gaps in the four target 
growth sectors. 

Pursue Lawrence EforAll’s (Entrepreneurship for All) offer to host a 
roundtable discussion with entrepreneurs between EforAll clients and the 
LRA at their monthly networking meetings. 

Meet with Lawrence General Hospital, Northern Essex Community College 
to identify near term/long range opportunities for use of space, facilities 
in/near UR district.  

Collaborate with the Lawrence CDC and other organizations (Greenfield, 
MA CDC as an example). 

Also emerging from the interviews was a consensus on the important assets 
Lawrence has to offer which could be better mobilized in the urban renewal process. 
These attributes include regional competitiveness in the focus industries identified, 
location in the Merrimack Valley, good highway access, commercial space prices, 
water resources, and its workforce: skills, productivity, and training resources. 

In order to take advantage of the many opportunities identified in the interviews 
and in other public and private fora, reported interviewees, the City and LRA need 
to undertake a coordinated marketing effort focused on the four target sectors. The 
campaign should be directed at small tech-oriented businesses, start-ups, and spin-
off ventures in such areas as the Merrimack Valley and Cambridge/Somerville 
looking for inexpensive commercial space.  

Finally, interviewees asked that the urban renewal report/study should clearly 
explain state/local process, timeline/proposed schedules and especially public 
hearings and other means of civic participation.    

With regard to participation, FXM normally conducts interviews such as these to add 
depth to the quantitative analysis. In the case of Lawrence, the interviews revealed 
a high degree of enthusiasm and willingness to help the process towards positive 
changes which FXM found to be unusual in its experience. This enthusiasm bodes 
well for the impact of the urban renewal plan on Lawrence’s future if it is made an 
integral part of the planning process. 
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_______________________________________________________  
  
Joe  J.  Bevilacqua,  President  &  CEO  
Merrimack  Valley  Chamber  of  Commerce  
  
Joe  Bevilacqua  Jr.,  Assistant  to  the  CEO  
Lupoli  Companies/Riverwalk  
  
Frank  Carvalho  
Mill  Cities  Community  Investments  
  
Noemi  Costido  Lora,  Executive  Director/Community  Relations  
Northern  Essex  Community  College  
  
Franky  Descoteaoux,  Founder/Director    
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An urban renewal plan for a stronger future for Lawrence.
Un plan de renovación urbana para un mejor futuro para Lawrence.
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APPENDIX C
FEASIBILITY ANALYSIS FOR A LAWRENCE 40R OVERLAY 
DISTRICT AND 370 ESSEX STREET: STANTEC
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Memo 
 

 

  

    
File: Feasibility Analyses for a Lawrence 

40R Overlay District and 370 Essex 
Street 

Date: November 18, 2016 

 

Purpose of Analysis:  

• To provide a feasibility analysis of potential development under a 40R overlay district scenario 
that would require 20% of units to be affordable, or income-restricted, to households earning 80% 
of AMI).  
 

• To consider the potential impact of imposing additional affordability (20%) under 40R compared 
to the current 10% requirement under the RGO district for projects of more than 20 units.   
 

• To provide a feasibility scenario for potential development of the 370 and 372 Essex Street 
property.  

Recommendations 

• 40R may be effective on small lots if developers can tap into the Workforce Housing Fund 
resources for smaller rehab projects.  
 

• Incorporating a deeper affordability requirement in 40R for units at 60% AMI or below may 
overburden a small property.  

 
• Allowing affordability requirements to match Workforce Housing Fund requirements will help 

align incentives and meet affordable housing goals.  
 

• Deeper affordability (60% AMI and below) is most effectively financed, albeit expensive on a per 
unit basis, using LIHTC equity and on larger lots. Recent development activity demonstrates that 
developers utilizing LIHTC and Historic Tax Credits, together with Workforce Housing in mixed-
income project to take advantage of WHF and other funding. 

 
• The current highest and best use for the 370 Essex Street property is likely residential, given that 

residential rents ($1.33 – $1.91 psf/mo) are currently higher than commercial rents ($8.50-$15.33 
psf per year or $0.70 - $1.27 psf/mo). 

 
• The corner location of 370 Essex could make it a prominent catalyst, paving the way for further 

rehabilitation of buildings toward Broadway. We believe rehabilitating the existing building alone 
is not as compelling as redeveloping the building and its adjacent lot into a mixed-income, 
mixed-use property.   

 
• Other tools such as the Housing Development Incentive Program (HDIP) could also be studied to 

determine whether it would help achieve the City’s economic and housing development goals. 
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Methodology 

Our approach considered two hypothetical types of projects: a small project (approx. 20+ units) 
and a large project (100 units). This distinction was warranted because smaller projects are likely to 
use conventional bank financing with owner/developer equity while larger projects, especially those 
with a higher percentage of income-restricted units, are likely to use the Low Income Housing Tax 
Credit (LIHTC) program and multiple sources of funding. Also, differences in operating expenses, 
transaction costs and financing terms can be significant between small and large projects.  

The scenarios are: Small RGO Rehab (25 units), Small 40R Rehab (25 units), Large RGO New 
Construction (100 units), Large 40R New Construction (100 units) with LIHTC and the four 370 Essex 
Street scenarios (20 unit rehab, 40 unit rehab and new construction, 20,000SF commercial rehab, 
and 20,000SF commercial rehab and 18 unit new construction). We made an assumption of a 
reduced parking requirement as follows: from 1 car for studios and one-bedrooms and 2 cars for 
two- and three-bedrooms, to 1 car for studios and one-bedrooms, 1.25 cars for two-bedrooms and 
1.75 cars for 3- bedrooms.  

We did not review zoning or examine whether the hypothetical buildings or development parcels 
would be compliant with zoning or what the impact would be of increased density. 

We applied different rent averages to different scenarios. Given the limited rent comparables 
available, we combined both asking rents and projected rents. We characterized the Essex Street’s 
rent comps as “Low Market” rents and applied them to the small project scenarios which will be 
presumably existing rehabilitated buildings rather than new construction. We applied average rents 
from Washington Mills (asking), Monarch Lofts (asking), Pacific Mills (projected) and 5 Franklin Street 
(projected) and characterized those as either “Mid Market” or “High Market.” We would caution 
against relying on projected rents for projects not yet completed or leased up, as these may 
incorporate escalation and may skew higher than the market. Additionally, it is unclear how deep 
the Lawrence market may be for rents around 100% AMI. We applied Low or Mid Market rents on all 
scenarios.  

 

 

 

 

Based on the affordability levels and applicable rents, we performed a financial feasibility analysis, 
applying certain assumptions and underwriting criteria, to see whether permanent debt financing 
could be supported with the projected income stream and if construction loan financing was 
possible based on broad development cost assumptions. The Large 40R with LIHTC scenario is the 
only scenario in which we considered LIHTC financing.  

We’ve assumed rehab and hard construction costs are based on open-shop rates. 

We did not take the extra step of performing a cash flow projection or investment analysis to 
measure potential returns to the developer but have assumed that such an analysis would not be 

Market Comps Apprx.  Studio One Two Three 

 AMI Equiv 635 sf 731 sf 995 sf 1646 sf 
Low Market 75% AMI  $1,100  $1,400  $1,600  
Mid Market 85% AMI $1,100  $1,400  $1,670  $2,190  
High Market 100% AMI   $1,544  $1,850  $2,400  
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meaningful in the case of a small developer, possibly a nonprofit developer, and non-institutional 
investors.   

Summary of Analysis   

Small Rehab 
The results for the Small RGO Rehab and Small 40R Rehab scenarios show there is only a small 
incremental gain in the number of affordable units (5 vs 3) under a 20% affordable housing 
requirement. Market rents are currently equivalent to affordable rents at income levels of 70-80% 
AMI. Developers would exceed the affordability requirement here to the extent they wanted or 
needed to reduce their upfront equity requirement and could seek a Workforce Housing Fund (WHF) 
award. However, on smaller sized parcels, it may be very effective to match affordable 
requirements with those of the Workforce Housing Fund requirements for 20% affordable units. If a 25-
unit rehab project is eligible to receive $500,000 in WHF subsidies, the developer’s out-of-pocket 
equity investment can be reduced by 50%.  

In the 40R scenario, we assume that the 20% affordable is also set at the 70% AMI rents (which is also 
the market rent), primarily because there’s no restriction on doing so nor an incentive to go to 
deeper affordability, say to 60% AMI, and it will still be eligible for WHF subsidy. The WHF funds are 
valuable in reducing the developer’s upfront equity requirement. However, if there is a deeper 
affordability restriction imposed that is significantly below the market rent (60% AMI), the developer 
may start to make a different calculation. He/she may choose to forego the subsidy because the 
value of the income growth from an unrestricted unit may outweigh the upfront benefit of the 
subsidy.  

(It should be noted that the WHF states a preference for newly constructed units and therefore it’s 
not clear whether a small rehab project would have a high chance of receiving funding.) 

Large New Construction 
We examined three large new construction scenarios – one assuming a 10% affordability 
requirement under the existing RGO (“Large RGO New Construction” Scenario”), one assuming a 
20% affordability requirement under the 40R scenario (“Large 40R New Construction”), and one 
adopting the 40R overlay, and providing enough affordability to support LIHTC financing (“Large 40R 
LIHTC New Construction”).  

In order to get a higher number of affordable units for the LIHTC scenario, we increased the 40R 
LIHTC scenario to comprise 80% restricted units at 60% AMI (LIHTC limits) and 20% at 80% AMI. These 
market units are set at 80% (rather than at 70% for the Small Rehab scenarios) to reflect the new 
construction quality and the greater amenities that are typically associated with a larger building. 
The 40R LIHTC scenario has rents that are approximately 27% lower than the underlying (RGO) 
scenario but that result in a dramatic and disproportionate 40% reduction in the amount of 
supportable first mortgage debt that can be raised. The result is a large funding gap that can be 
partially satisfied with Workforce Housing subsidy, tax credit equity, and developer equity and 
deferred fees. There is still a remaining gap of $10.6 million or $133,000 per restricted unit.  

For the Large 40R non-LIHTC scenario, 100% of units are set at 80% AMI, with 20% of these units being 
restricted at 80% AMI, and 80% of these units considered Market rate, and able to adjust with market 
trends. Despite ineligibility in this scenario for LIHTC financing, the funding gap is approximately $3.3 
M less for the same 100-unit development. However, the gap funding per unit in this scenario is over 
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$367,000, compared to only $133,000 per unit in the 40R LIHTC scenario. The amount of subsidies 
required per unit are nearly three times as much as the 40R LIHTC scenario.  

The purpose of the analysis of large new construction in this district is to test the concept that a 
developer may take a portion of a block on Essex Street and replace vacant lots or vacant, non-
historic, non-contributing buildings with higher density construction. This is a different analysis than a 
study of large mill rehabilitation.  

370 Essex Street 
We believe 370 Essex would be a compelling redevelopment opportunity if offered together with 
the adjacent vacant lot. Although we believe it has the potential to revitalize the downtown area as 
a mixed-use and mixed-income development, it’s possible that sophisticated developers may be 
able to utilize New Markets Tax Credits or other creative financing tools to bring something unique to 
this location, particularly if density, height, and parking relief are part of the offering.  
 
We studied four scenarios related to 370 and 372 Essex Street. Summaries of the financials of these 
scenarios can be found below. There are benefits and challenges to any type of redevelopment of 
this site. As we noted above, residential rents are higher than commercial rents currently, and thus 
residential development will produce higher net operating incomes and support larger mortgages. 
Additionally, there are more sources for gap funding for residential development, particularly for 
Low Income Housing and Workforce Housing. While the total development cost for Commercial 
Rehabilitation of 370 Essex Street alone is about $0.5M less than for Residential Rehabilitation, the 
gap is substantially more. There are some economies of scale in utilizing both 370 and 372 Essex for 
Residential, but in all cases, the Residential uses will be effectively subsidizing Commercial uses 
below.  
 
It is critical to note that the final figures shown as the gap for each of these scenarios relies heavily 
on the ability to achieve the various funding sources. For example, in the all-Residential Rehab + 
New Construction scenario, $3.4M is included for Historic Tax Credit funding. This type of funding 
would require that this district be registered as a Historic District, and the developer would be 
required to apply for the funding. Some types of Tax Credits are competitive, and there is a limited 
availability of funds within the State.  New Markets Tax Credits are included as a funding source, and 
shown as “Potential” where applicable. These tax credits are available to large scale commercial 
projects, but are highly complex, and the amount can vary greatly. The sources included are not 
guarantees, but rather examples of potential funding to fill the gap. Other sources may also be 
available.  
 
It’s interesting to note that 370 Essex, with the adjacent lot, is about half the size of the Large RGO 
scenario and provides nearly the same number of affordable units (8 vs 10). It’s therefore possible 
with 40R to generate affordable units on small to medium sized parcels, more characteristic of the 
area within the contemplated boundary of the 40R overlay. 
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Comparison of Scenarios 
 
RGO and 40R Analysis:  
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370 + 372 Essex Street Scenarios 

 

 

 

Please refer to the attachment for detailed assumptions for income and expenses, senior debt sizing 
and financing.  

 

 

Attachments – Detailed Assumptions 
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FEASIBILITY SCENARIOS
Small vs Large 40R and RGO Development

SMALL RGO
REHAB

SMALL 40R
REHAB

LARGE RGO
NEW CONSTRUCTION

LARGE 40R 
NEW CONSTRUCTION

LARGE 40R LIHTC
NEW CONSTRUCTION

25 units 25 units 100 units 100 units 100 units
Market Rate 22 units 20 units 90 units 80 units 20 units

Restricted 3 units 5 units 10 units 20 units 80 units
% Market 88% 80% 90% 80% 20%

% Restricted 12% 20% 10% 20% 80%

Market Rent Assumed Low Market Low Market Mid Market Mid Market Mid Market
Restricted Income 

Levels 70% 70% 80% 80% AMI 60% AMI
Commercial 3,000 SF 3,000 SF 12,000 SF 12,000 SF 12,000 SF

Gross Potential Rent - Market 3% growth 356,400                        324,000                        1,828,440                     1,588,034                     295,094                        
Gross Potential Rent - Affordable (Restricted) 48,600                          81,000                          203,160                        397,009                        1,180,378                     

less Residential Vacancy 5% of GPR (20,250)                         (20,250)                         (101,580)                       (99,252)                         (73,774)                         
Gross Rent less Vacancy 384,750$                      384,750$                      1,930,020$                  1,885,791$                  1,401,698$                  

Commercial Rent $8.50 /sf - low $15.33 /sf - avg 25,500                          25,500                          183,960                        183,960                        183,960                        
less Commercial Vacancy 10% of GPR (2,550)                           (1,275)                           (9,198)                           (9,198)                           (9,198)                           

Parking Income $50 /space/mo 25,800                          19,200                          102,000                        76,800                          76,800                          
Other Income $20 /unit/mo 6,000                             6,000                             24,000                          24,000                          24,000                          
Effective Gross Income 442,050$                      434,175$                      2,239,980$                  2,161,353$                  1,677,260$                  
Bad Debt Loss 1% of EGI (4,421)$                         (4,342)$                         (22,400)$                       (21,614)$                       (16,773)$                       

Operating Expenses - Small Bldg $6,046 /unit/yr (151,144)                       (151,144)                       -
Operating Expenses - Large Bldg $8,533 /unit/yr - (853,300)                       (853,300)                       (853,300)                       
Net Operating Income 286,485$                      278,689$                      1,364,280$                  1,286,439$                  807,188$                      

Permanent Loan Debt Sizing Analysis
DSCR 1.25x 1.25x 1.25x 1.25x 1.25x
Cash Available for Debt Service 229,188$                      222,951$                      1,091,424$                  1,029,151$                  645,750$                      
Loan Term (years) 30 30                                  30                                  30                                  30                                  
Interest Rate 4% 4% 4% 4% 4%
Supportable Loan Amount $4,000,000 $3,890,000 $19,050,000 $17,960,000 $11,270,000

LTV Test
Year 2 NOI at 3% growth 295,080$                      287,050$                      1,405,209$                  1,325,033$                  831,403$                      
Cap Rate (CBRE H1 2016 Survey - Tier III) 6.10% 6.10% 6.10% 6.25% 6.25%
Estimate of Value 4,837,373$                  4,705,731$                  23,036,207$                21,200,520$                13,302,455$                
Estimate of Value per unit 193,495$                      188,229$                      230,362$                      212,005$                      133,025$                      
LTV less than 85% 83% 83% 83% 85% 85%

Construction Loan Debt Sizing
80% of Cost $3,950,000 $3,950,000 $23,000,000 $23,000,000 $29,420,000
Loan Amount/TDC less than 80% 80% 80% 80% 80% 80%

Hypothetical Development Costs
SMALL RGO

REHAB
SMALL 40R

REHAB
LARGE RGO

NEW CONSTRUCTION
LARGE 40R 

NEW CONSTRUCTION
LARGE 40R LIHTC

NEW CONSTRUCTION
25 units 25 units 100 units 100 units 100 units

25,000 SF 25,000 SF 100,000 SF 100,000 SF 100,000 SF

Acquisition (Land) $5  /gsf 125,000$                      125,000$                      500,000$                      500,000$                      500,000$                      
Acquisition (Building) $15  /gsf 375,000$                      375,000$                      1,500,000$                  1,500,000$                  1,500,000$                  
Total Acquisition 500,000$                      500,000$                      2,000,000$                  2,000,000$                  2,000,000$                  

Demolition (allocation) & Remediation $10  /gsf
Hard Costs - Substantial Rehab $150  /gsf 3,750,000$                  3,750,000$                  
Hard Cost - New Construction $225  /gsf 22,500,000                  22,500,000                  22,500,000                  
Contingency 187,500$                      187,500$                      2,250,000$                  2,250,000$                  2,250,000$                  
Total Hard Costs 4,437,500 4,437,500 26,750,000 26,750,000 26,750,000

Total Soft Costs - Conventional Financing 20% of hard costs 887,500 887,500 5,350,000 5,350,000
Total Soft Costs - LIHTC Financing 30% of hard costs 0 8,025,000

Total Development Cost TDC 4,937,500$                  4,937,500$                  28,750,000$                28,750,000$                36,775,000$                
TDC per unit TDC per Unit 197,500$                      197,500$                      287,500$                      287,500$                      367,750$                      

Sources of Funds
Senior Debt 3,950,000$                  3,890,000$                  19,050,000$                17,960,000$                11,270,000$                
Workforce Housing Fund 500,000$                      1,000,000$                  2,000,000$                  -$                               
Developer Equity 987,500$                      487,500$                      4,750,000$                  1,437,500$                  1,838,750$                  
Deferred Developer Fee (10%, 50% def'd) -$                               -$                               -$                               -$                               1,838,750$                  
Federal (18%) & State (9%) Historic TCs -$                               -$                               -$                               -$                               -$                               
Low Income Housing Tax Credity Equity -$                               -$                               -$                               -$                               11,186,741$                
New Markets Tax Credits**

4,937,500$                  4,877,500$                  24,800,000$                21,397,500$                26,134,241$                
GAP FUNDING REQUIRED -$                               60,000$                        3,950,000$                  7,352,500$                  10,640,759$                

Zoning Incentive Payment to City $3,000 - 15,000$                        - 60,000$                        -
Density Bonus Payment has not been assumed but would depend on the density bonus implemented

Gap Funding per Restricted Unit 395,000$                      367,625$                      133,009$                      
Subsidized Cost per Restricted Unit -$                               112,000$                      495,000$                      467,625$                      133,009$                      

# of Restricted Units 3 units 5 units 10 units 20 units 80 units

assumptions

** New Markets Tax Credits are potentially applicable to large scale commercial projects. The funding process is complex and the amount varies. A master lease by an educational 
institution for student housing could be considered commercial use for this context. 
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FEASIBILITY SCENARIOS
370 + 372 Essex Scenarios

370 ESSEX ST
REHAB (Resi) ONLY

370 + 372 ESSEX ST
REHAB (Resi) + NEW 

CONSTR (Resi)
370 ESSEX ST

REHAB (Comm) ONLY

370 + 372 ESSEX ST
REHAB (Comm) + NEW 

CONSTR (Resi)
20 units 40 units 0 units 18 units

4000 Market Rate 16 units 32 units 0 units 14 units
16000 Restricted 4 units 8 units 0 units 4 units
13600 % Market 80% 80% 0% 78%

% Restricted 20% 20% 0% 22%

Market Rent Assumed Low Market  Mid Market Low Market  Mid Market
Restricted Income 

Levels 70% to 80% AMI 70% to 80% AMI 70% to 80% AMI 70% to 80% AMI
Commercial 4,000 SF 8,700 SF 16,000 SF 20,700 SF

Gross Potential Rent - Market 3% growth 259,200                            623,770                            -                                     272,899                            
Gross Potential Rent - Affordable (Restricted) 64,800                               155,942                            -                                     77,971                               

less Residential Vacancy 5% of GPR (16,200)                             (38,986)                             -                                     (17,544)                             
Gross Rent less Vacancy 307,800$                          740,726$                          -$                                   333,327$                          

Commercial Rent $8.50 /sf - low $15.33 /sf - avg 34,000                               73,950                               136,000                            175,950                            
less Commercial Vacancy 10% of GPR (1,700)                               (3,698)                               (6,800)                               (8,798)                               

Parking Income $50 /space/mo 20,400                               30,600                               -                                     13,800                               
Other Income $20 /unit/mo 4,800                                 9,600                                 -                                     4,320                                 
Effective Gross Income 365,300$                          851,179$                          129,200$                          518,599$                          
Bad Debt Loss 1% of EGI (3,653)$                             (8,512)$                             (1,292)$                             (5,186)$                             

Operating Expenses - Small Bldg $6,046 /unit/yr (120,915)                           (241,831)                           -                                     (108,824)                           
Operating Expenses - Large Bldg $8,533 /unit/yr
Net Operating Income 240,732$                          600,836$                          127,908$                          404,589$                          

Permanent Loan Debt Sizing Analysis
DSCR 1.25x 1.25x 1.25x 1.25x
Cash Available for Debt Service 192,585$                          480,669$                          102,326$                          323,672$                          
Loan Term (years) 30                                       30                                       30                                       30                                       
Interest Rate 4% 4% 4% 4%
Supportable Loan Amount $3,360,000 $8,390,000 $1,790,000 $5,650,000

LTV Test
Year 2 NOI at 3% growth 247,953$                          618,861$                          131,745$                          416,727$                          
Cap Rate (CBRE H1 2016 Survey - Tier III) 6.10% 6.10% 6.10% 6.10%
Estimate of Value 4,064,811$                      10,145,267$                    2,159,758$                      6,831,593$                      
Estimate of Value per unit 203,241$                          253,632$                          -$                                   379,533$                          
LTV less than 85% 83% 83% 83% 83%

Construction Loan Debt Sizing
80% of Cost $4,048,000 $10,151,100 $3,608,000 $9,711,100
Loan Amount/TDC less than 80% 80% 80% 80% 80%

Hypothetical Development Costs
370 Essex Street

Rehab-Residential Only

370 + 372 Essex Street
Rehab (Resi) + New Const. 

(Resi)
370 ESSEX ST

Commercial over Retail

370 + 372 ESSEX ST
Rehab (Comm) + New 

Const. (Resi)
20 units 40 units 0 units 18 units

20,000 SF 48,850 SF 20,000 SF 48,850 SF

Acquisition (Land) $5  /gsf 244,250$                          244,250$                          
Acquisition (Building) $15  /gsf 505,000$                          505,000$                          505,000$                          505,000$                          
Total Acquisition 505,000$                          749,250$                          505,000$                          749,250$                          

Demolition (allocation) & Remediation $10  /gsf 200,000 200,000 200,000 200,000
Hard Costs - Substantial Rehab $150  /gsf $175  /gsf 3,500,000 3,500,000 3,000,000 3,000,000
Hard Cost - New Construction $225  /gsf 0 6,491,250 0 6,491,250
Contingency 350,000$                          999,125$                          300,000$                          949,125$                          
Total Hard Costs 4,555,000 11,939,625 4,005,000 11,389,625

Total Soft Costs - Conventional Financing 20% of hard costs 911,000 2,387,925 801,000 2,277,925
Total Soft Costs - LIHTC Financing 30% of hard costs

Total Development Cost TDC 5,060,000$                       12,688,875$                    4,510,000$                       12,138,875$                    
TDC per unit TDC per Unit 253,000$                          317,222$                          -$                                   360,625$                          *

Sources of Funds
Senior Debt 3,360,000$                       8,390,000$                       1,790,000$                       5,650,000$                       
Workforce Housing Fund 400,000$                          800,000$                          -$                                   400,000$                          
Developer Equity 430,000$                          1,688,875$                       430,000$                          1,688,875$                       
Deferred Developer Fee (10%, 50% def'd)
Federal (18%) & State (9%) Historic TCs 1,366,200$                       3,360,049$                       1,217,700$                       3,211,549$                       
Low Income Housing Tax Credity Equity -$                                   -$                                   -$                                   -$                                   
New Markets Tax Credits** Potential Potential Potential

5,556,200$                       14,238,924$                    3,437,700$                       10,950,424$                    
GAP FUNDING REQUIRED 870,000$                          1,810,000$                       1,072,300$                       1,188,451$                       

Zoning Incentive Payment to City $3,000 12,000$                            24,000$                            -$                                   12,000$                            
Density Bonus Payment has not been assumed but would depend on the density bonus implemented

Gap Funding per Restricted Unit
Subsidized Cost per Restricted Unit

# of Restricted Units

* Only applies TDC for 
new Construction 
portion and value is 
approximate

assumptions

** New Markets Tax Credits are potentially applicable to large scale commercial projects. The funding process is 
complex and the amount varies. A master lease by an educational institution for student housing could be considered 
commercial use for this context. 
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