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INTRODUCTION

This document is one of five parts in the Transit-
Oriented Plan for the West 25th Street Corridor (W.
25th Corridor), which aims to respond to FTA grant
requirements related to the creation of a new Bus
Rapid Transit (BRT) line running between Detroit
Avenue and Broadview Road. The plan has five
sections including:

o Urban Analysis

What We Heard (public engagement)

€ BRT Study

@ Zoning Review and Policy Recommendations

© Market Analysis

The Market Analysis Report acts as an update

to previous work and provides a snapshot of real
estate fundamentals that oversees the dynamics in
the neighborhoods served by the GCRTA's BRT line
along the W. 25th Corridor. The report also includes
proforma analyses of certain projects in different parts
of the study area and a gap funding analyses that
discusses sources to fill significant financing gaps.
The report includes the following three chapters:

> Market Analysis
> Proforma Analysis
> Gap Funding Analysis
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MANDATE

Building upon the previous market studies
commissioned by the Greater Cleveland Regional
Transit Authority (GCRTA), the most current of which
is dated July 2018, this market analysis seeks to serve
as a refresh of those more thorough documents and
to provide a snapshot of real estate fundamentals
in the neighborhoods to be served by a new GCRTA
BRT line. This work does not account for the seismic
economic shifts caused by the COVID-19 pandemic
and has been tailored to focus on supply and demand
dynamics that were present pre-COVID, as we believe,
will likely indicate real estate opportunities in these
neighborhoods in a more stabilized future post-
pandemic. This market report is to confirm the types
of housing and commercial development opportunities
that exist along the proposed MetroHealth Bus Rapid
Transit Corridor as part of the overall 25Connects
Transit-oriented Development (TOD) study.  This
analysis will inform other aspects of the plan such as
density recommendations, public realm improvements
and BRT operations that might need to be considered
to entice or attract development along the corridor.



OVERVIEW

The real estate market along the W. 25th corridor that
is anticipated to be served by a new bus rapid transit
(BRT) service cannot be spoken of as one single market.
While there are macro-level factors that influence
new development in all of these neighborhood, and,
to a degree, all of Cleveland, we would propose that
the proper way to understand what is happening and
what is possible from a real estate perspective is by
looking at each neighborhood individually. At the same
time, we recognize that the boundary areas between
neighborhoods may be influenced by market demand
from an adjoining neighborhood. Our market analysis
was informed by engagement with a variety of market
participants including brokers, developers, lenders,
community development corporations and others and
we remain very grateful for their time and contributions.

Organizations and Individuals Interviewed for the
Market Analysis:
1. Terry Coyne; Newmark Knight Frank

2. Nate Kelly, Bob Garber; CRESCO/Cushman &
Wakefield

Dave Sharkey; Progressive Urban
Jeff Verespej, Lucas Reeve, Old Brooklyn CDC
Ben Trimble; Ohio City, Inc.

o o kW

Cory Riordan, Khalid Hawthorne; Tremont West
CDC

7. Ricardo Leon, Kristin Zollas; Metrowest CDC
8. Scott Skinner; NRP Group

The neighborhood under

study are the following:

1. Ohio City
2. Tremont

3. Clark-Fulton/Brooklyn
Centre

4.0ld Brooklyn

9. Greg Zucca; MetroHealth

10.Gregory Williams: Feasibility Research Group
11.Rick Foran; Foran Development.

12.Tony Tavrell; KeyBank, Real Estate lender

13.Kelly Frank; KeyBank, Community Reinvestment
Act (CRA) lender

14.Suzanne Hamilton; Erie Bank Real Estate lender,
also resident of Duck Island

15.Lisa McGovern, CHN Partners, VP Development
16.Jason Taylor, MCPc, President
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OVERVIEW ' :
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> Ohio City has been one of the most active sub- .
markets in Cleveland for the past few years and II

/l

has seen tremendous growth in new multi-family
development. Ohio City Inc, the community -
development corporation serving the Ohio City . ;7
neighborhood, cites over $1 billion invested in B [

Ohio City over the past decade with over 600 units

currently under construction. ]

> The vast majority of new product is luxury multi-
family (MF) currently underwritten at $2.00 per
squate foot rents. These developments are all /
defined by healthy amenity packages and have T N
been attracting young professionals, families with
young children and empty nesters looking for an

CRANToN
|

urban environment and for an easier commute. y e
> Demand for retail space is challenged. Restaurant L

and bars have done better along W. 25th Corridor -

and near the Westside Market. Rents overall have J v

been about $17 per square foot. While more —

employers are desired to help turn Ohio City into
more of a 24-hour neighborhood, office demand
has been very limited and rents in a recent )
development have been at about $20-25 per

square foot net of building expenses.

> Development in Ohio City has benefited from = \
available land, transportation connectivity to . S r —~
downtown, existing neighborhood amenities I -
and a stable base of educational and corporate (
institutions. The following are examples of J
community amenities that underpin the social and : -
institutional fabric of Ohio City.

> West Side Market

> Major attraction and Cleveland landmark ‘ ‘] \ ‘

but experiencing problems even prior to : | \
the pandemic. Many believe that it is a
l

consequence of the market being owned and ‘ b
managed by the City, not a private enterprise, j@? \ Hifr'
and, therefore, not consistently maintained well %HGU@@ =

mi i i 0 0,25 0,5mile
and optimized from an operating perspective. e N e o1 oS0

ETATE §D

n
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> Near West Recreation

> Near West Recreation is a partnership that
brings recreation programming to families
in Ohio City and has been cited by people in
our analysis as an important neighborhood
amenity that is largely unmatched elsewhere in
the City.

> Restaurants and pubs

> Ohio City is well served by dining options and
has a celebrated bar scene. Conversations with
those active in the market reveal that retallers,
paying close to $17 per square foot in rent, on
average, but still struggle as Ohio City is not
(yet) a 24-hour neighborhood

> Major employers

> St Ignatius High School
» Lutheran Hospital (Cleveland Clinic-affiliate)

Buildings 39
Avg. Rent/Unit $1,512
Avg. Rent/SF $1.82
Avg. Vacancy Rate 20.7%
Vacancy (5y Avg.) 10.3%
Rents (asking survey)
Studio $1,147 |
1B $1,460 9,
28 $1,866
3B §1,442 i zil
o |
SOURCE: FEASIBILITY RESEARCH GROUP
FIGURE 2
OHIO CITY MULTIFAMILY SUB-MARKET
@ Stantec
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> Proximity to W25/0hio City Red Line station

Home sales in Ohio City are among the highest
in the urban core with properties selling for, on
average, +/- $300,000 or $175-200 per square
foot. Some of the home sales are for new
development on infill lots, but these have been
more distant from the W25th Street Corridor.
There have also been condominium and
townhomes sold. It is speculated that highly
regarded St. Ignatius High School may have
some positive impact. Home sales and new
development west of St. Ignatius on Lorain have
been strengthening but that development is
starting to go beyond the TOD walking radius.
There has also been some development south of
Lorain (SO-LO) between Ohio City and Clark-Fulton,
particularly individuals and home builders buying
lots and building single-family homes (SFH)
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CONCLUSIONS

The Ohio City neighborhood is well saturated and has
attracted the attention of well-funded private real estate
companies. There are some lenders that have concern
that it is overbuilt and absorption will begin to drag,
perhaps putting downward pressure on rental and for-
sale prices. That said, most market participants believe
there is still some runway left for development as the
combination of available land, neighborhood amenities,
transportation options and local landmarks/institutions
should continue to appeal to a wide range of renter/
buyer from young professional to empty nester.

This team’s analysis did not reveal any obvious impact
that a new BRT line would have on TOD development
opportunities in the Ohio City neighborhood. Mostly
due to transportation pattern moving resident to
downtown and back—particularly the W. 25th Corridor/ WEST SIDE MARKET |
Ohio City Red Line station—-a new north-south BRT line
along W. 25th Street would not service an existing need
originating in this neighborhood. The exception to this
would be for medical residents and other employees
of Metro Health that would like to live in Ohio City
and commute to the Metro Health Campus in a safe,
reliable, and efficient manner.

MARKET SQUARE

SOURCE: CRBE

@ Stantec
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12
TREMONT

OVERVIEW

> Rents and home values have increased
significantly, but there has been more modest
growth than in Ohio City, though development
pace has been picking up:

> 100 units came online in the last 5 years; 200
units currently in development, 600 additional
units in planning stage

> Most of these new units are 1 Bedrooms (BR) in
50+ unit MF projects built on former parking lots
or on other non-performing assets

> $2 per square foot rents for new development
/ $1.50 = 1.75 per square foot for rehabs (with
historic tax credits)

The Tremont market, like Ohio City, is fueled by
buyers and renters that might otherwise have
considered Downtown, but prefer the housing-
types, amenities and character of Ohio City and
Tremont. Ohio City has a mix of multifamily and
single family with multifamily particularly focused
along and near W. 25th Corridor. Tremont is more
a neighborhood of single-family homes with some
small apartments and with restaurants, including
fine dining, galleries and boutiques in parts of the
neighborhood.

Only the westernmost portion of the neighborhood
is within the % mile of the W25 Corridor usually
considered walkable for TOD.

The CDC sees a need for more 2BR units and a
greater diversity of affordability.

@ Stantec
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Buildings 30
Avg. Rent/Unit

$1,161 . ﬁ

Avg. Rent/SF $1.22 -

Avg. Vacancy Rate 11.6%

Vacancy (5y Avg.) 5.5%

Rents (asking survey)

Studio $1.130 —

1B 1181 ﬂ |

2B $1.087 1 1111

3B $1.363 - m
SOURCE: FEASIBILITY RESEARCH GROUP i | HhH
FIGURE 4

TREMONT MULTIFAMILY SUB-MARKET

CONCLUSIONS

Tremont and Ohio City share many of the same
market fundamentals and, together, form one of
the healthiest sub-markets in Cleveland. Demand
from new renters and homebuyers has delivered a
consistent and accelerating pace of new product
and prices for developable land have significantly
increased. Displacement of historic residents took
place many years ago. It is not clear that continued
new development and price increases have led to
significant additional displacement as the new product
being delivered in Tremont is mostly on parking lots and
conversions of old single family homes. It has, however,
resulted in an increased concentration of market rate

14 |A TOD PLAN FOR W 25TH STREET %_?

development without a comparable level of activity in
affordable housing product. This trend, if unchecked,
may result in an increased homogenization of housing
product and renter/buyer profile in the neighborhood
which could diminish housing options for those needing
more affordable options. This dynamic presents an
opportunity for a Community Land Trust / Land Bank
and other subsidized development of affordable
housing, some of which has already begun with the
Tremont West CDC. Oftentimes, these organizations do
not have the financial capacity to compete with private
development companies for properties listed in the
market.

@ Stantec
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CLARK-FULTON
BROOKLYN CENTRE

OVERVIEW

> Given the fact that the Clark-Fulton neighborhood
has, in the words of their local community
development corporation, been a “historically I u oS N
very dis-invested market”, this study confirms -
this notion with the existing housing inventory
currently comprising of mostly old bungalows B [iE
in relatively poor condition. There are signs of
improvement with vacancy rates improving from
18% in 2010 to approximately 8.5% in 2020.
However, with 600-700 vacant houses and a total \ 1
of 1,200 vacant lots, on a nominal basis there L | ; /
is still a lot of slack in the market. The housing : ‘5
options available for an area with an Area Median . L] 'I_' 5 y
Income (AMI) of $22-25,000 are limited and ] A\ \ i

mostly defined by deteriorating single family v - P
structures. ysmAp

== | e
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~

-
o
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> The major economic engine in the neighborhood
is MetroHealth, the second largest medical center
in the region after Cleveland Clinic. The medical
center is controlled by Cuyahoga County. The
main campus borders W. 25th Corridor to its west
and is in the southeastern section of Clark-Fulton.
MetroHealth also has a hospital facility in Old W
Brooklyn along the W. 25th Corridor. MetroHealth : i
has commenced its most ambitious community TS5 [0 ‘ ‘
development plans in many decades supported _—
by Mayor Jackson's selection of Clark-Fulton for - SR E ==
the City's Neighborhood Transformation initiative. '
This announcement coincided with MetroHealth's ( \ N /.
commencement of $1 billion campus upgrade ) S >
and expansion and the selection of MetroHealth's Ty
mixed-income development plans on the edge of
its campus for an FHACT 50 grant.

i3
AT

> MetroWest CDC, the community development ]

i —
—

=
FIGURE &

CLARK-FULTON & BROOKLYN CENTRE 0 025 0.5mile
SUB-MARKETS e
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corporation serving the Clark-Fulton neighborhood,

has identified approximately $120M in
development activity happening in their area (in
addition to MetroHealth's campus redevelopment
and is hopeful that work at MetroHealth will serve
as a catalyst for other development activities

> NRP Group, a Cleveland-based leading national
developer of mixed-use, multi-family and
affordable housing projects, is developing two
projects in partnership with MetroHealth.

> A 75-unit Low Income Housing Tax Credit
project with 5,000 square feet of community-
serving commercial space on the ground
floor is currently in pre-development. This
project was selected for the Fair Housing
Act (FHACT) 50 Building Opportunity Fund
which is supported the LIHTC application and
is providing additional subsidy. This project

is also benefiting from grant funds from
MetroHealth, the City of Cleveland and other
sources.

NRP is also building, in partnership with
MetroHealth, 100 units of Medical Residents
Apartments to serve the consistent population
of junior medical staff that cycle through the
MetroHealth system every year. These renters
are generally single, transient, and working

long hours so require little by way of amenities.
Additionally, these renters are earning salaries
well above the AMI in Clark-Fulton and can
afford to pay rents that support a higher

end product in a more expensive building
typology. NRP is targeting rents between $1.50
-1.70 per square foot in the medical resident
building, when market rents in the surrounding
neighborhood are S0.85 per square foot.

- S | NS —=Z ]| H
Buildings 19 ¢ '—/;——Ti%&-fz‘- B =] -
Avg Rent/Unit  $497 N A =

-4’ ——==
Avg. Rent/SF $0.85 1 = --
Avg. Vacancy Rate  5.6% /r*I M ;FSI-IEE 1
Vacancy (5y Avg) 8.3% 11T v II‘;I=#
o , ; 1B 7/

ents (asking survey) ~ - lisnE=lya=

Studio $459 LLITHL TP T [

: - [ THIEE =

e = ,lﬂ[[ e
W Y

SOURCE: FEASIBILITY RESEARCH GROUP

FIGURE 6
CLARK-FULTON MULTIFAMILY SUB-MARKET
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While there has been significant activity at the
southeast end of the neighborhood because of
MetroHealth's activities, the bulk of the neighborhood
has been more of a challenge. Still the CDC has been
working hard to support additional development shown
in the graphic, above. The Clark-Fulton neighborhood
is getting a lot of attention from the City of Cleveland,
its most important civic institution in MetroHealth as
well as from housing-focused non-profits like CHN
Housing Partners. Additionally, there has been sporadic
investments from developers testing the market
for price seekers who cannot afford Ohio City and
Tremont. The Spang Bakery is such an example, aimed
at $1.40 per square foot for rental housing. Historically,

* Active or complete project

@ Key building or potential site

| Completed developmenet

1 Active development

[ Potential development site
Historic district

La Villa Hispana

FIGURE 7

W. 25TH CORRIDOR DEVELOPMENT - METRO WEST SERVICE AREA

@ Stantec
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the major obstacle to housing development has been
the low median income of the population who cannot
afford to pay rents to support conventional equity and
debt on new development or rehabs. Many have pointed
to the strong, upwardly mobile Hispanic population
that has been growing in Clark Fulton as perhaps an
engine of growth and neighborhood investment. At the
same time, brokers long active in the neighborhood
have pointed to a historical pattern of upwardly mobile
groups leaving neighborhoods in search of space,
security and the trappings of “the American dream” that
may not be readily present in Clark Fulton.

DENISON

AT LION MILLS
he
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CONCLUSIONS

The authors believe any meaningful development in the
area will have to be heavily reliant on subsidy and would
point to the unique set of circumstances and incentives
made available to NRP Group on their projects with
MetroHealth as an example of what it takes to deliver
new projects, at-scale, in the neighborhood.

In terms of subsidy supported housing development,
Clark-Fulton offers a wide variety of (re)development
sites and a population very much in need of affordable
housing options. The quantity of subsidy-supported
development is limited by the competitive nature of
these state and federal funds plus the volume cap limit
on the total amount of funds available in any given year.

Further, the CDC has indicated that the vacant Single-
family homes that sold for $65-70,000 pre-recession
and at about $15-25,000 ten years ago, can now be
purchased for about $40,000 but that the community

METROHEALTH NEW CAMPUS DESIGN

SOURCE: CRAINS CLEVELAND

18 |ATOD PLAN FOR W 25TH STREET %_:r'

seeking this housing cannot obtain mortgages. Initial
investigation from our interviews with lenders and
CHN Partners indicates that this may be a credit
and appraisal problem. CHN has a rental/purchase
program that helps to address the issue, but they have
limited resources in the program.

When thinking specifically about a new GCRTA BRT
system, the authors believe that, all else equal, this new
transportation alternative will be an attractive amenity
to residents. However, given the low Area Median
Income and the fact that a majority of residents are
rent burdened, a BRT line is not something that people
could pay a premium for. That said, those developers
that are active in the neighborhood are more likely to
look for opportunities closer to W. 25th and highlight its
improved infrastructure and transportation options to
potential buyers and renters.

@ Stantec
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OLD BROOKLYN

OVERVIEW

|

=

B

> 0ld Brooklyn, as a neighborhood, covers a large
area, with the portion traversed by W25th (Pearl)
Street being a very small subset and the portion
anticipated to be served by a new BRT line even -
smaller still.

J

=

\
[

> Qur conversations with market participants reveal
that there are insufficient nodes of population
density to support concentrated area of retail or
transit. Old Brooklyn is still defined by its long
linear corridors, remnants of the old trolley car
lines that originally laid out the grid. /

CLARK AV

> Most of the housing stock in Old Brooklyn is two —
story splits and single-family homes. Single Family 1]
Home values have improved over the past few
years with some sub-markets in Old Brooklyn e
seeing 60-70% increases in sale value. L )

==

CNL%“LD

> Some in the neighborhood have expressed
frustration with real estate speculators 8
purchasing newly listed SF homes and :
configuring the structure to house multiple
dwelling units. This approach produces a
quick return for the investors but, in the long
run, does not deliver anything meaningful to ‘
the neighborhood as the homes continue to T
deteriorate and the sense of community gets —_— \\
diluted. S | -

> The CDC covering Old Brooklyn is proud to ' S
declare that the neighborhood is becoming ‘ 4 R AN
attractive to young professionals who are priced < /4 J
out of Ohio City and Tremont. However, the / 1
market is still not where it needs to be to pick up ] :
empty nesters seeking less space but still in need ‘1:& i ) ;'
of amenities, safety, and a sense of community. ’ ‘] \\ }\ /

/ 78

i - ;
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> There is a significant demographic shift occurring
as Old Brooklyn becomes the fastest growing
Latinx (from 3% to 20%) and Black neighborhood
(from 8% to 16%) in Cleveland, while also having
the highest number of under 18-year olds in the
City.

> Members of this new neighborhood
demographic are providing entrepreneurial vigor
in a previously staid market. While many of the
closed storefronts are not suitable for the low
key businesses that these individuals desire to
start, and the cost of fitting out and upgrading
older spaces is cost prohibitive, many have found
opportunities to open a café, restaurant or other
establishment and are bringing some vitality to
the neighborhood.

Buildings 36
Avg. Rent/Unit $695
Avg. Rent/SF $0.93

Avg. Vacancy Rate 3.5%

> Some have pointed to the newly designed and

soon-to-be-delivered Brighton Park, covering
26 acres across from the Zoo, as a new public
amenity that will provide a walking/biking
destination to draw visitors and residents (new
and existing)

Rents for residential properties are $1.60-1.80 per
square foot (Old Brooklyn CDC).

There is very limited retail space available—2
spaces at $10.50 and $14.00 per square foot,
typical for tertiary retail and 2 offices at $11.00 per
square foot. These rents are too low to support
new development.

Vacancy (5y Avg.) 4.3%

Rents (asking survey)

Studio $446

1B $672

2B S714

3B $1,222
SOURCE: FEASIBILITY RESEARCH GROUP
FIGURE 9

OLD BROOKLYN MULTIFAMILY SUB-MARKET
20 |A TOD PLAN FOR W 25TH STREET %_?
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CONCLUSIONS

Old Brooklyn is a market that has a lot of assets, from
its handsome historic homes to its public schools and
has a baseline of community and retail assets that give
it character. At the same time, it is a market that seems
to be waiting for a meaningful catalytic project to spur
sustained growth and healthy, community focused
development.

It is notable that MCPc, a Cleveland-based technology
solutions company, chose Old Brooklyn to build a
120,000 sq ft electronics repurposing facility, on the site
of a former GCRTA bus depot. In speaking with MCPc, it
was clear that a primary driver for them to be in the Old
Brooklyn neighborhood was to provide an opportunity
for people at lower income levels to have access to a

DEVONSHIRE SPINE PROJECT

SOURCE: TLCI

@ Stantec
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career in the technology sector so they could pursue
a career that they may not normally consider going
into. Their approach is commendable as they seek
to bring people into the workforce by meeting them
at the low level of educational and technical training
that defines many in the neighborhood and adjoining
Brooklyn Centre and, particularly, Clark-Fulton. As these
employees learn their trade, MCPc offers professional
growth and career advancement opportunities. The
Author also believes there is an opportunity to consider
incentive/funding programs focused on workforce
training in inner city populations as a way to attract
future employers.

BRIGHTON PARK

OURCE: CLEVELAND METROPARKS
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21

OVERVIEW

Building upon the work we performed investigating
real estate fundamentals along the W25th Corridor, we
tested the financial feasibility of a handful of different
development programs that would be representative
of projects in the market. The principal purpose of
this analysis was to determine any constraints to
financial feasibility and, should they exist, to identify
the gap in funding that must be filled to get projects
built. An additional objective of the analysis was to
provide a snapshot of how new development in the
neighborhoods served by the new BRT line are likely
to look and be structured. Lastly, our work also sought
to identify a matrix of local, state and federal financing
tools that could be used to fill the funding gaps.

As more fully discussed in our market analysis, Ohio
City and Tremont are sub-markets that are performing
well, attracting private development capital and, for
the most part, do not require a substantial amount
of public subsidy to get new development built. That
said, we note that almost all new developments on
the westside of Cleveland take advantage of the 15-
year tax abatement. While recognizing the relative
strength of the Ohio City and Tremont markets, we did
review a GCRTA-owned development site on Columbus
Road adjacent to the Red Line W. 25th station that
had specific site issues as well as two development
typologies that are more emblematic of opportunities
in the Clark-Fulton neighborhood.

@ Stantec
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COLUMBUS ROAD

The GCRTA-owned property on Columbus Road is
between Abbey Avenue and W. 25th Corridor in between
the Ohio City / Westside Market District and Duck
Island neighborhoods. The 1.36-acre site is adjacent to
the GCRTA Red Line West Rapid Transit Line and within
easy walking distance to neighborhood amenities such
as the Westside Market, Irishtown Bend park and many
bars and restaurants.

The site was brought to market by the GCRTA through
an RFQ/P in Q3 2018 which eventually selected the
Carnegie Group as a development partner in. The
Carnegie Group and GCRTA subsequently ended their
negotiation of a Development Agreement, and the
GCRTA has executed an LOI with another local group
to develop the site.

We have analyzed a program of 200 multifamily
residential units constructed in an efficient 65" deep
rectangular structure running parallel to Columbus

SECTION 5 | MARKET ANALYSIS
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Road. There is a significant slope dropping from the
grade of Columbus Road to the grade of the tracks
behind. We have assumed that a likely approach would
be to erect a concrete podium to both, support a stick-
built residential building with first floor at Columbus
Road grade, as well as provide parking for the building.

The fundamental assumptions in our model are listed
here and more fully explained below.
> Hard Cost Construction per Unit = $165,000

> Soft Costs (Permits, Fees, Architecture,
Engineering) = 20% of Hard Costs

> Average Unite Size = 850 gross square feet

> Rent = §1.85 / square foot

> Operating Expenses = $9,500 per unit per annum
> Loan to Value = 75%

> Cap Rate on Stabilized Project = 4%

R
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FIGURE 10
COLUMBUS ROAD PROJECT LOCATION
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The drivers of our model were generated through
multiple conversations with market participants
including developers and lenders and we have made
some adjustments to generally accepted numbers to
account for site-specific characteristics.

The hard cost construction number for our site of
$165,000 per door is lower than the cost of high-end
multifamily construction that one can see examples
of along Detroit Ave in Ohio City that are closer to
$175-180,000 per door. To account for soft costs,
we applied an industry standard 20% additional cost
to cover architecture, engineering, permits and fees —
all the costs that go into a project that are not directly
construction related.

We arrived at an 850 square foot average unit size
making the assumption that, as indicated elsewhere
in our work, the demographics of Cleveland (and the
United States in general) are moving towards more
singles and couples, with a distinctly lower percentage
of families. As such, we thought an average unit size in
the proposed development would skew more towards
studio and 1-bedroom units.

1\ Y
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We heard very clearly that multifamily developers are
having a difficult time underwriting much, if any, rent
growth given the market pressure and new supply
being delivered. Also, lenders active in the market have
indicated that anything above $2.00/sq ft would be
difficult to finance and have been guided to a $1.85
per square foot number through conversations with
developers active in the market.

Guided by developers active on multiple projects of
different typologies, we have determined that operating
expenses, on a per unit basis, are approximately $9,500
per year. Importantly, we also learned that even with
a tax abatement, there is still a meaningful amount
of taxes that developers must pay on their properties,
estimated at close to $4,500 per unit per year. As will
be described further, this has important implications
for the GCRTA when structuring a transaction with a
private developer.

Finally, the Loan to Value of 75% and a stabilized
Capitalization of rate of 4% are market metrics that
developers and lenders active in Cleveland have
provided.
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SECTION 5 | MARKET ANALYSIS

CHAPTER 2 : PROFORMA ANALYSIS
Columbia Road Red Line TOD Analysis
Fee Simple
RSF Total Units GSF
Uses Price/Unit Units Totals Average Unit 850 200 85% 200 000 Loan Amount
Acquisition 0 NOI $1649 447
Land $5 000 200 $500 000 Total SF 200 000 DSCR 1,2
Subtotal Acq. $500 000 Available for Debt Service $1374539
Rate 3,25%
Hard Costs Amortization 30
Cut & Deck $17 500 200 $3 500 000 total DSCR Loan Amount $26 091 389
Resi Construction $165 000 200 $33 000 000 LTC Loan Amount 80% $37 280 883
Revenue Rate unit LTV Loan Amount 75% $30927 131
Average Unit $1573 per month $3 774 000
HC Contingency 0% inclin const'n Residential Vacancy 5% ($188 700) D Period Interest
Subtotal HCs $36 500 000 Loan Amount $26 091 389
Rate 3,25%
Soft Costs Period (months) 18
Soft Costs 20% $7 300 000 EGI $3 585 300 Avg Outstanding 45%
SC Contingency 0% inclin SC Total $429 285
Subtotal SCs $7 300 000 Expenses
Operating Expenses $9 500 $1900 000 Loan Fee
Developer Fee, Financing & Rentup Loss less Property Taxes $0 Loan Amount $26 091 389
Developer Fee 3% $1 329 000 Land Lease S0 S0 Fee 0,50%
Financing costs $559 742 Total Expenses $1 900 000 Total $130457
Rentup Loss $412 362
Total Project Costs $46 601 104 NOI Financing cost $559 742
EGI $3 585 300
Less: Expenses ($1 900 000) Annual Loan Payment $1374 539
Debt $26 091 389 Less: Reserves 1% ($35 853)
NoI $1649 447 CF after DS $274 908
Gap Fillers $18 010551
Equity $1999 163
Equity Contributed by GCRTA $500 000
Total Sources $46 601 104
Return on Equity 11,00%
Value 4,00% Cap Rate $41 236 175

As demonstrated above, under a program that envisions
a fee simple sale of the property to a private developer
who, in turn, would be looking to achieve a minimum of
11% return on their invested capital, the project would
require in excess of $18M in gap financing. The largest
drivers of the financial performance of the development
are the unique site costs (estimated at $4.3M, including
hard costs, soft costs and other fees), the flat $1.85
per square foot rent (there being no current market
premium for the TOD nature of the project) and the
relatively high amount of annual per unit operating
expenses ($9,500). The site costs represent the very
large premium for addressing the significant slope
from Columbus Road to the tracks behind with the
concrete podium described above. The LOI with the
current developer anticipates a fee simple sale of the
property from the GCRTA with 50% of the proceeds
being paid by the developer and 50% being treated as

@ Stantec

project equity. The developer will be responsible for all
funding, public incentives and completion of the capital
stack for the development. The GCRTA can serve as a
conduit for funds from the FTA should the developer be
successful in securing them. Given landholdings that
the developer has near and adjacent to the site, there are
development considerations that can help significantly
reduce the gap required to achieve a market acceptable
return.

For comparative purposes, we also evaluated a
transaction structure that envisions a long-term
ground lease to a private developer that keeps titular
ownership with the GCRTA and avoids paying taxes on
the property (estimated at $4,500 per unit per annum).
As shown below, when structured as a ground lease,
the amount of gap financing required to achieve the
same 11% return on invested equity falls from $15.6M
to $4.4M.

a
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Columbia Road Red Line TOD Analysis
Ground Lease/Participation

RSF Total Units GSF
Uses Price/Unit Units Totals Average Unit 850 200 85% 200 000 Loan Amount
Acquisition 0 NOI $2499 447
Land $0 200 S0 Total SF 200 000 DSCR 1,2
Subtotal Acq. $0 Available for Debt Service $2082 873
Rate 3,25%
Hard Costs Amortization 30
Cut & Deck $17 500 200 $3500000  total DSCR Loan Amount $39536 914
Resi Construction $165 000 200 $33 000 000 LTC Loan Amount 80% $37 230 050
Revenue Rate unit LTV Loan Amount 75% $46 864 631
Average Unit $1573 per month $3774 000
HC Contingency 0% incl in const'n Residential Vacancy 5% ($188 700) Period Interest
Subtotal HCs $36 500 000 Loan Amount $37 230050
Rate 3,25%
Soft Costs Period (months) 18
Soft Costs 20% $7 300 000 EGI $3 585 300 Avg Outstanding 45%
SC Contingency 0% incl in SC Total $612 551
Subtotal SCs $7300 000 Expenses
Operating Expenses $9 500 $1900 000 Loan Fee
Developer Fee, Financing & Rentup Loss less Property Taxes $4500 ($900 000) Loan Amount $37 230050
Developer Fee 3% $1314 000 Land Lease $50 000 $50 000 Fee 0,50%
Financing costs $798 701 Total Expenses $1 050 000 Total $186 150
Rentup Loss $624 862
Total Project Costs $46 537 563 NOI Financing cost $798 701
EGI $3 585 300
Sources Less: Expenses ($1 050 000) Annual Loan Payment $1 961343
Debt $37 230050 Less: Reserves 1% ($35 853)
NoI $2499 447 CF after DS $538 104
Gap Fillers $4415 653
Equity $4.891 859
Total Sources $46 537 563

Return on Equity

11,00%

Value 4,00% Cap Rate

$62 486 175

A significant assumption in this modelis a $50,000/year
base ground lease payment from the developer to the
GCRTA (equivalent to a value of $833,333 capitalized
at 6%). There is the potential for GCRTA to receive
performance payments at the time of refinancing when
the project is able to support additional payments.
Significant modifications to the rent will impact the
financial performance of the development and could
counteract the benefits achieved on the tax shield. Also,
it should be noted that both models are highly sensitive
tochangesinrent persquarefoot. Whilethe underwriting
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uses a $1.85 per square foot number, an increase of
just 5% (80.09) generates an additional equity yield of
120 basis points (i.e, 1.2%) — a meaningful financial
improvement. As the market continues to mature and
renters on the westside of Cleveland become less
reliant on their cars for commuting, it is the Author’s
opinion that rents for projects with TOD attributes will
command premiums and, as such, require less gap
financing, if any.
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ASTRUP AWNING BUILDING REDEVELOPMENT
(PIVOT CENTER FOR ART, DANCE AND EXPRESSION)

The historic rehabilitation of this former manufacturing
facility at 2937 W. 25th Street in the Clark-Fulton
neighborhood serves as an example of a development
project that provides space to attract a number of
employersto the W. 25th Street corridor, with employees
that may use the new BRT line to commute to work.
Further, the project provides arts and community space
thatwillalsobe anattraction forthelocal community and
other Clevelanders who may also take advantage of the
BRT line to travel to and from the Center. The property
has been redeveloped by Foran Group Development.
Analysis of this development can serve as an example
of what it might take to develop other older buildings
in the neighborhood for commercial reuse. Our work
included a simplified proforma based upon the actual
project underwriting to understand the financial sources
that are needed to make projects like this work and to
reveal implications for other commercial projects in the
Corridor that may not have a similar mix of non-profits
taking space. The Pivot Center's developer, Rick Foran,
and his financing consultant, Betsy Figgie, have been
enormously helpful and generous in sharing the project

SEYMOUR AVENUE

structure and their insights, and for this we thank them.

The project faced two major challenges to development
feasibility: ~ Securing sources of capital to cover
development costs given the modest rents that are
paid in Clark-Fulton and how to attract and retain
tenants for buildings in an older industrial area that has
had difficulty generating new commercial interest.

LEASING

The project had a strong focus on providing facilities
and offices for arts and community non-profits. They
have been successful in leasing to both large and
small non-profits.  Their success was significantly
aided when the Cleveland Museum of Art signed on
as an anchor tenant, taking 19,010 sf, and helping to
establish the viability and desirability of the project. The
museum'’s presence helped other non-profits see the
attractiveness of co-locating to the project.

ERIN AVENUE

WALTON AVENUE

FIGURE 11

ASTRUP PROJECT LOCATION
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PROJECT GAP FINANCING

The collection of four brick and masonry buildings
at 2937 W. 25th Corridor, dating to 1919 were
successfully listed on the National Register just prior
to the project. They were most recently used as
offices and manufacturing facilities for the Astrup
Awning Company. That they qualified for both Federal
and State Historic Tax Credits and that the buildings
could be relatively economically rehabilitated to meet

FUNDING FROM GAP FINANCING PROGRAMS

Government Government

National Park Service standards were very important
to the economic feasibility of the project. Still, it was
necessary to put together a complex capital stack with
numerous sources to make this project feasible. The
table, below, provides the list of sources used to bridge
the gap from a conventional financing approach of
debt and equity. The rents achievable at about $13/sf/
annum are insufficient to support sufficient debt and
equity to fund the project.

Federal and State Historic Tax Credits (FHTC and SHTC)
and New Markets Tax Credits (NMTC) covered almost
half (46.8%) of the Total Development Cost (TDC)

Philanthropic investments, particularly a Program-related
Investment (PRI) from the Cleveland Foundation through
Cleveland Development Advisors was responsible for

Total Philanthropic  Tax Credit Programs Basis/Notes Notes:
CLE Found'n/CDA PRI (loan) $3 000 000
CLE Found'n PreDev Loan $50 000
FHTC $1614 568
SHTC $1 200 000
NMTC $2 652 000 ($8M QEI x 39% x $.85)'
TIF $661 673
VPI Forgivable $180 000
NDP $40 000
Total $9 398 241 $3 050 000 $5 466 568 $881673

UNDERWRITING ASSUMPTIONS

The following project financial analysis illustrates the
feasibility of a project like the Pivot Center. Most of
the assumptions used in the analysis below are based
upon the project's actual underwriting. The building
is approximately 70,190 SF with construction cost of
$7,720,900 (S110/SF) which seems realistic, given that
a large portion of the buildings are large open spaces.
Rents achieved are just under $13.00/SF which is
consistent with market information. Operating Expense
is approximately $5.29/SF.

30 |ATOD PLAN FOR W 25TH STREET %_:r'

another 26.1% of TDC. Government related programs,
such as, Tax Increment Financing (TIF), Vacant Buildings
Initiative (VBI) Forgivable loan, and Neighborhood
Development Program (NDP), provided another 7.5% of
TDC.

Project revenue is sufficient to support just under 20%
of the TDC: A senior loan covers 10.6% of TDC and
Equity from the developer and deferred developer fee
covers about 9% of TDC. The other 80.4% is providing
by sources identified in the Funding from Gap Financing
Programs table, above.

While we've used a market benchmark for feasibility
of an equity investment of a minimum of 11-12% ROE
requirement—which this project achieves—that ROE
target is less important than securing sources to cover
most of the Development Cost and reducing risk, which
is sizeable on a project such as this.
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Astrup Financial Analysis
Commercial Phase Only

RSF Total Units GSF
Uses Price per Unit Units Totals Commercial 70190 70190 Loan Amount
Acquisition 0 NOI $481 074
Land $5 70190 $350950  per buildable SF Total SF 70 190 DSCR 1,25
Subtotal Acq. $350950 assessed value Available for Debt Service $384 860
Parking Rate 4,10%
Hard Costs Amortization 23
Construction $110 70190  $7720900 incl. Tl INetincome | DSCR Loan Amount $5 661 601
Site Work $0 incl. in Construction Rate unit LTC Loan Amount 70%  $8176 216
Parking $0 incl. in Construction Revenue LTV Loan Amount 75,00%  $4244775
HC Contingency 0% $0  Incl. in Construction Commercial $12,92 peryear $906 530
Subtotal HCs $7 720 900 Commercial Vacancy 5% (845 327) Period Interest
EGI $861 204 Loan Amount $1244775
Soft Costs Rate 4,10%
Soft Costs 19% $1466 971 Period (months) 12
SC Contingency 0% $0_incl. in Soft Costs Operating Expense $5,29 $371517 Avg Outstanding 55%
Subtotal SCs $1466 971 Total $28 070
Total Expenses $371517
Developer Fee, Financing & Rentup Loss Loan Fee
Developer Fee 8,5% $780 969 NoI Loan Amount $4244 775
Financing costs $1269865 incl. NMTC and HTC costs EGI $861 204 Fee 0,50%
Rentup Loss $90653 12 mos. to lease 1/5 of space Less: Expenses ($371517) Total $21224
Total Project Costs $11 680 308 Less: Reserves 1% (58 612)
NoOI $481074 Financing cost $49294
Debt (senior) $1244775 Annual Loan Payment $288 548
Debt Gap Source: Cleveland Found'n/CDA PRI (loan) $3 000 000 Cash Flow after Debt Service $192 527
Non-debt Gap Sources identified (see Gap Table tab) $6398 241
Deferred Developer Fee $280 000
Developer Equity $757 292
[sources Total $11 680 308
Equity $1037 292
Remaining Gap $0
Return on Equity 18,56%
Value 8,50% Cap Rate $5 659 700
POTENTIAL TO APPLY LESSONS AND UNDER- take advantage of Mission-related and Program-
STANDING OF FINANCIAL FEASIBILITY TO OTHER related Investments (PRI/MRI)
PROJECTS ALONG THE CORRIDOR. 3. Cleveland certainly has a significant number of

civic-minded institutions, and the success of the
lease up of the Pilot Center has demonstrated the
potential and attractiveness of its near Westside
location. As with many projects, having an anchor
tenant, such The Cleveland Museum of Art, is very
valuable for attracting smaller tenants to fill the
balance of the space. Future projects will need to
further test the depth of the institutional and/or
commercial market.

The developers of the Pivot Center recognized that 1.)
they needed to find sources of capital through grants,
tax credits or very favorable debt terms that would
reduce their reliance on debt and equity supported
by revenue streams and 2.) they needed to identify a
somewhat specialized market for the facility that could
provide a pool of tenants and a mission that might
help support funding through philanthropic sources
and Mission-related and Program-related Investments

(PRI/MRI). What does this tell us about the potential for 4. Ifthose non-profit tenants are not available, a
future projects in the W. 25th Corridor neighborhoods. developer would need commercial tenants to
pay about $22/RSF Gross without philanthropic
1. Identify buildings that can be relatively sources. Historically, this is a number that is far
economically rehabbed and are eligible for HTCs out of market for Clark-Fulton. There are some
and NMTCs as this can cover almost half of the ways to financially engineer a project to accept
TDC and 58% of the gap funding less rent, such as utilizing Opportunity Zone equity

and some of the other sources of gap financing

2. Identify opportunities to develop commercial more fully described herein.

space that is oriented to supporting a specific

mission that may be appealing to neighborhood 5. This project was developed through much hard
improvement and economic development-oriented work, creativity, and risk-taking. It takes time to put
philanthropies or has another social purpose. Non- this kind of project together.

profit/suitable tenant profile may be needed to
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CLARK FULTON SINGLE FAMILY RENT VS NEW BUILD ANALYSIS

Early in our process of reviewing past market
analyses and interviewing Community Development
Corporations and similar civic groups with knowledge
of both real estate markets and community needs, we
noted that there were high levels of vacant housing,
primarily single-family homes, concentrated in the
Clark-Fulton neighborhood. In discussion with Metro
West CDC senior staff, they indicated that there were
numerous homes available in the neighborhood for
$40,000-$50,000 but prospective buyers were unable to
get mortgages. This intrigued us because, if accurate,
and we could find a way of solving the mortgage
problem, that might be a way of helping to address the

following issues:
» provide housing at a lower cost per unit than new

affordable product
> provide homeownership at a cost that is similar,
or less than equivalent rental units in the

e
~
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FIGURE 12
CLARK-FULTON AREA
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CLARK-FULTON

....................

neighborhood
> build generational wealth through a large portion

of monthly mortgage payments going to principal
and the potential for appreciation,

> retaining more of the community in the
neighborhood, countering potential gentrification

MORTGAGE AVAILABILITY. We had discussions
with lenders to better understand the mortgage avail-

ability and with affordable housing developers and
others to understand the potential for a program to be
developed specifically tailored to low income earners.
The large commercial banks that we interviewed pro-
vide financing for multifamily, commercial and other
new development. Home mortgages are generally
provided by savings banks and mortgage lenders.
With anti-redlining laws and regulation, it is likely
these lenders are lending in Clark-Fulton as policy.
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We believe the issue is more likely an issue of credit
and available equity for down payments. Assuming
this is correct, we then need to determine if there is

a mechanism to bridge the gap for available down
payments and in some cases stand behind the pur-
chaser’s credit. There may also be an issue of vacant
units requiring significant improvements to put them
into condition where they can be readily maintained.
However, the borrower and lender may have difficulty
getting an appraisal on the home that is sufficient to
cover acquisition and home improvement

CURRENT PROGRAMS ADDRESSING REUSE OF
VACANT HOMES. CHN Partners has a current pro-
gram using LIHTCs to purchase vacant homes, make
improvements and lease them during the required
LIHTC holding period with the intention of selling them
to the lessee at the end of the term. CHN has approx-
imately 100 homes in this program and indicated that
they could do more if they had more capital. Ultimate-
ly, the cost of acquisition and improvements is about
$110,000/home. We also identified a Cuyahoga Coun-
ty Down Payment Assistance Program that would
provide 17% of the purchase price as a down payment,
which would be 50% forgivable if the homeowner was
still living in the property after 10 years.

MONTHLY COST COMPARISON: RENT VS. BUY

In order to test our hypothesis that rehabbing, operating
and maintaining vacant homes can be accomplished
for a cost similar to that of renting a 2 BR property
available in the market, we prepared the financial model
below. Development financing consultant, Betsy Figgie,
suggested that it might be more cost-effective to
develop a small cluster of small prefab homes on City-
owned vacant land, a scenario we've tested as well.

The analysis prepared was undertaken at a high level
and is conceptual —we used information available
on the internet, via real estate apps and based upon

@ Stantec
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discussions with others in the local market. Ideally,
we would have inspected a few vacant properties
and existing rental properties to better determine
comparable conditions and needed renovations.
However, Covid 19 protocols and ability to travel at this
time made that difficult. We believe that based upon
this approach, the hypothesis shows real promise, but
needs further, more in depth, testing.

The following provides discussion of some key
assumptions:

> Rent and Purchase Price: Based upon Trulia
searches

> Renovation cost: Based upon discussion with CHN
Partners regarding their Lease/Purchase program.

> Land price: Assumed cluster of small prefab
homes could be constructed on a City vacant
parcel at no cost for the land

> Prefab construction cost: Based upon internet
search of prefab home companies.

> Financing/administrative mechanism: Because

of concerns over buyer credit and difficulty of
incorporating home improvement cost within a
conventional home mortgage, we have assumed
that a non-profit housing developer would run
such a program, purchase the vacant homes,
carry out improvements and use PRI funds

from a philanthropic entity or entities to fund
mortgages. These mortgages are typically half
the interest rate of a conventional mortgage but
have a shorter amortization period. That has

the drawback of being more costly on a monthly
basis, but a greater portion of the monthly
payments go to Principal, thus increasing forced
savings and thus accumulation of equity. We
have assumed an 80% mortgage. As noted above,
Cuyahoga County’s Down Payment Assistance
Program might be used to provide down payments
of 17% of the cost, thus leaving a need for a buyer
to provide a 3% down payment.
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> Operating Expenses and Taxes: Many of the activities. Water/sewer charges are an exception
operating expenses for multifamily housing and there is a discounted rate for those income
is avoided with single family homeownership. eligible or over 65 years of age., We have also
Instead of the expense of a management allowed $2000/annum for repairs for the rehabbed
company fee, snow shoveling, trash collection, homes and $750/annum for the prefab homes.
landscaping, etc., the homeowner will be Real Estate Taxes would be an obligation of the
responsible for undertaking almost all of these homeowner but they'd be eligible for abatement.

Clark Fulton Annual Housing Cost Options
Rehab Homes vs. Small Homes vs. Current Rentals
PRI and Cuyahoga County Downpayment Assistance Program

Rehabilitated SFH Small Prefab SFH 2 BR Rental Units

Rental

Rent/annum $700 permo. 12 $ 8400

Purchase/Reno

Purchase Price $ 45000

Renovation (hard & soft) S 65000

Total $ 110000

Development Cost

Land Price S

Construction $ 100 000

Soft Costs $ 25000

Total Development Cost $ 125 000

Financing

PRI Mortgage Amount 80% S 88000 $ 100 000

Down Payment 3% $ 3300 $ 3750

CC Dwnpay't 17% $ 18700 $ 21250

Total Financed Amount $ 110 000 $ 125 000

Mortgage Payments 1,00% 20 yr.amort $404,71 $ 4856 20 yr.amort $459,89 $ 5519

OpEx

Trash, Water/sewer S 200 S 200

Repairs $ 2000 S 750

RE Tax $ 457 $ 997

Total OpEx $ 2657 $ 1947

Total Annual Cost $ 7513 S 7466 $ 8400
COMPARISON OF OPTIONS AND BUILDING GEN- down payment will further increase equity/wealth and
ERATIONAL WEALTH. The homeownership models reduce gentrification, as well.
appear very similar in annual homeownership cost o _
($75/month). However, given the level of analysis, we enjoys greater development and investment, through
caution assuming any level of precision. What the the single-family rehab program and others, it is
model suggests is that homeownership could conceiv- likely to experience population growth as now-vacant
ably be similar or less expensive than rental housing. homes are owner-occupied. This new population can
Further, a significant portion of the annual outlay goes provide a greater density to support a vibrant walkable
to Principal and helps to build equity and wealth. If the community and one that relies on the transit options
homeowner remains in the home long enough to meet provided by the GCRTA.

the County’s requirement, forgiveness of the + $20,000
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GAP FUNDING

To expand our understanding of financing tools
available for real estate projects along the W25th
Corridor, we investigated federal, state, and local
funding programs as well as impact investing. Our
intention is to provide a reference to funding sources
for both real estate developers and public agencies
seeking to fill an apparent financing gap. Findings have
been aggregated in a Funding Matrix attached to this
report (Appendix A).

Identifying and securing adequate financing and
funding for real estate development is a challenge. For
public agencies, obtaining the necessary funding for
public infrastructure to support thriving communities
and economic growth and resiliency can also be
difficult. Frequently agencies and developers are forced
to accumulate capital from multiple sources and
collaborate to advance projects or programs.

From interviews, we have confirmed developers in
Cleveland frequently rely on existing relationships
with lenders, funding program administrators, and
regional foundations to assemble sufficient capital
to move projects forward. We also note that there
is a correlation between project objectives and the
complexity of the capital stack. Projects designed to
revitalize neighborhoods, provide affordable housing, or
serve not-for-profit organizations tend to rely on more
innovative and diverse funding and financing. The less
financially viable a project is using market or traditional
sources of debt and equity, the harder developers must
work to source funding from varied partners.
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Public agencies play an important role in improving
the feasibility of real estate development projects and
programs. Public participation comes in multiple forms
and public investment can incentivize private partners
to advance community and agency objectives. Public
infrastructure, site improvements; tax abatement,
credits and increment financing; and grants and low
interest loans can all support catalytic TOD projects.
These public contributions are local, state or federal in
origin.

The development programs described above illustrate
a diversity of funding needs and funding sources
employed by developers and project sponsors along
the W. 25th Corridor. Additional tools and information
are presented in the attached Funding Matrix (Appendix
A) and outlined below.

SOURCES TO FILL LESS SIGNIFICANT FINANCING
GAPS

In Cleveland, projects that are close to being financially
feasible have a number of practical and frequently
utilized tools to support development. Tax increment
financing, Enterprise Zone Tax Abatement programs,
and the Federal and Ohio Historic Preservation Tax
Credit Programs are means developers employ
regularly to shift projects from infeasible to viable.
Opportunity Zone funds have emerged as a source
of funding to change projects with middling return
expectations to projects with strong financials. While
Opportunity Zones were initially established to support
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projects in economically challenged neighborhoods,
these funds are more typically applied to financially
feasible, market rate real estate projects or market rate
real estate projects with very small financing gaps. Tax
abatement projects directly reduce taxes associated
with real estate operating expenses. Tax credit
programs allow investors to reduce their tax burden
based on the level of capital invested in a qualified
real estate project, increasing projected Net Operating
Income, which increases the size of mortgages and
equity contributions.

To propel key projects that align with agency or
municipal goals, public partners can directly and
indirectly contribute to projects. For example, when the
City or GCRTA own land suitable for development, site
improvements and purchase or leasing agreements
can reduce development costs. In the past, the City has
contributed directly to enhance the financial viability of a
project if the project is viewed as resulting in significant
community benefits. Transit and other public authorities
are in a position to offer tax exemption through partial
ownership in a project, potentially benefitting through
the advancement of a catalytic project and receipt of
project-related cash flows over time.

Federal funds can be utilized to support site
improvements, as with FTA, CDBG, and EDA grant
funding in certain instances. Additionally, investments
in public infrastructure that improve neighborhood
amenities may result in higher real estate values and
rents; premiums that can help projects meet lender
and investor financing requirements. Currently, TOD
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investments along the northern portion of W. 25th
Corridor are not expected to result in rent premiums
for projects requiring small subsidies to pencil out.
However, in historically disadvantaged neighborhoods,
TOD and other public investments in amenities,
accessibility, and economic development can enable
projects with more significant financing gaps.

Local employer sponsorship for workforce housing
can also fill real estate financing gaps. Developers
in Cleveland have successfully forged partnerships
with large, Cleveland-based employers to build quality
market-rate rental housing, subsidized by employers.
One recent example is the partnership between Metro
Health and the developer NRP to construct new
housing for medical residents adjacent to the Metro
Health campus.

For the Columbus Road development, Enterprise
Zone Tax Abatements, tax increment financing, land
acquisition and leasing structures, GCRTA-funding site
investments, and Opportunity Zone Investments funds
could be employed to improve the feasibility of site
development.
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SOURCES TO FILL SIGNIFICANT FINANCING GAPS

Many projects must utilize the tools described above
and tap into a suite of additional sources to move
projects from infeasible to feasible. A legacy of policy
choices and insufficient private and public investment
have, in particular, left low-income communities with
an acute need for upgrades in infrastructure and
deteriorating commercial and residential real estate
assets. The beneficiaries of these projects cannot bear
the full costs of building and upgrading these resources.
Recognizing the need for intervention, the public sector
has played an important role in supporting affordable
housing and community development since the 1930s.
These subsidies are a primary resource to help fill a
substantial financing gap.

PHILANTHROPIC PARTNERS & PROJECTS

Increasingly, charitable foundations also play an
important role in real estate development and
community revitalization. Foundation grants and
mission-related or program-related investments
can serve as a critical portion of the capital stack
for real estate developments serving low-income
communities. Foundations’ contributions are not
structured by government policies and are more
typically the result of compelling solicitations, aligned
objectives, and existing relationships. Federal rules
do impact 501c3 participation as an investor in, or
lender to, real estate projects but there is still a great
deal of flexibility in terms of how and how much
foundations can provide. In Cleveland, several large
and well-established foundations, like the Cleveland
Foundation and the Gund Foundation, are investing in
and providing grants to real estate projects. Program-
related investments are frequently provided in the form
of low-interest or interest-free loans to low-income
housing projects, businesses in low-income areas,
and nonprofit organizations combating community
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deterioration. Generally, recognizing an acute need
for intervention, foundations around the country have
grown their contributions to urban redevelopment and
begun leveraging a more diverse set of financing and
funding tools, like program-related and mission-related
investments.

Often, public subsidy programs and foundation grants
are associated with low-income housing. There are,
however, many entities sponsoring other types of
projects that utilize and benefit from these programs.
Not-for-profit organizations established to provide
social services or support the environmental, economic,
and cultural wellbeing of the City also frequently are
eligible for and depend on public subsidies to create and
maintain the buildings they own or lease. Museums,
faith-based charities, youth support organizations
and others fall into this category of organizations
reliant on donations and eligible for grants, and lower-
cost financing mechanisms to advance projects. Like
affordable housing developers, developers serving
the non-profit sector typically secure funding from
numerous sources to fill financing gaps.

New Market Tax Credits provide a useful means to
reduce the cost of non-residential developments
intended to serve businesses and organizations. The
Ohio Development Services Agency administers the
program and prioritizes investment in small and minority
businesses, job creation/retention and community
reinvestment, potential brownfield redevelopment, and
shovel-ready projects. Allocation agreements specify
the investment parameters and credits on a project-
by-project basis. There are significant costs related
to legal, accounting and consulting fees that require
a larger project to absorb those costs and still find
benefit. Generally, development costs need to exceed
$7-10 million for this tool to make sense

@ Stantec



To successfully fund, construct and manage
redevelopments and new developments with sizeable
financing gaps, for-profit and non-profit developers
are required to have an encyclopedic knowledge of
applicable public subsidies and an extensive rolodex
of foundation and lending partners. Real estate
development is very local. Cleveland developers rely
heavily on established relationships with lenders,
foundations, public leaders, and corporate sponsors
with a strong Cleveland presence. They engage across
sectors and submit competitive applications to over-
subscribed programs to pull together an adequate
funding package for projects serving disadvantaged
populations and not-for-profit entities.

As described above, the Astrup Awning Building
Redevelopment utilized a suite of programs and
engaged multiple partners to assemble an adequate
capital stack. City grant programs, tax increment
financing, federal and state historic tax credits, New
Market Tax Credits, foundation grants, and program-
related investments have all been identified as key
sources of financing.

RESIDENTIAL PROJECTS

Low-Income Housing Tax Credits (LIHTC) are a critical
tool for financing affordable housing. The annual tax
credit equals a credit percent multiplied by the project’s
qualified basis. Nationally, competitive housing tax
creditsresultinacreditequalto 70% of the present value,
applied over a ten-year period. The non-competitive
housing tax credit can be applied to qualified projects
and results in a credit equal to 30% of the present value.
The credit reduces the return expectation of investors
who recover their investments through the tax credit,
lowering the overall cost of the project. Competitive
housing tax credits have a significant positive impact
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on project financials but are difficult to obtain. The costs
of applying and the competition for credits discourages
many eligible applicants. It often takes twice as long to
put together a LIHTC-financed project than one that is
market rate.

Project-based vouchers (PBVs) are administered by
stateandlocalhousingagenciesandattachedto specific
housing units. Landlords contract with public agencies
to rent units to low-income families and agencies
contribute funding to supplement renter contributions.
PBVs can make constructing or rehabilitating affordable
housing possible by guaranteeing a future source of
stable income for a development, thereby becoming
integral to the financing package. Though PBVs are
gaining in popularity, these vouchers are competitive
and constrained by funding dedicated to PBVs by
housing authorities.

Many low-interest lending programs offer products that
serve as lower cost alternatives to commercial loans for
qualified projects. US Housing and Urban Development
(HUD) and US Department of Treasury programs, like
the Housing Development Gap Financing program, offer
tax-exempt or sub-market rate lending terms. The Ohio
Housing Financing Authority and Ohio Development
Services Agency administer many of these programs.

Local incentives and land management practices
encourage investments in underutilized properties.
In addition to US EPA and state brownfield programs,
the Vacant Property Initiative and the Commercial/
Industrial Land Bank support redevelopment of blighted
or neglected properties in need of investment. City
grants from these programs and others, funded through
a combination of state, local, and federal sources
do not typically provide large dollar contributions to
projects but can help with early development costs and
are often integral to attracting other investors. These
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tools can be used on residential and other projects.
Generally, any demonstration of commitment from a
public partneris a boon to developers trying raise funds
for development projects.

Homeownership is crucial for building wealth in the
United States. While our investigation has primarily
focused on multifamily, mixed-use, and commercial
real estate development, the Clark Fulton Single
Family Rent vs New Build Analysis raises the question
of funding for new and renovated single family homes.
In Cleveland, there are multiple funding and financing
programs available to prospective homebuyers
and homeowners that meet low-income eligibility
requirements. These include direct loans and grants
to property owners for repair, renovation, energy
conservation, and safety improvements. The Cleveland
Division on Neighborhood Services administers several
relevant programs. As referenced above, CHN Partners
has a program that uses LIHTCs to purchase vacant
homes, make improvements and lease them during
the required LIHTC holding period with the intention of
selling them to the lessee at the end of the term. One of
several Ohio agencies, Cuyahoga County, in partnership
with lenders, offers down payment assistance to
eligible home buyers. Though some subsidy programs
exist, a clear financial barrier remains to investing in and
revitalizing disadvantaged neighborhoods. This market
condition clearly results in a dearth of opportunities to
build generational wealth through homeownership in
areas like Clark Fulton. To make critical and measurable
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progress, it is our opinion new funding and financing
tools with more subsidy, perhaps from philanthropic
partners, and more flexible terms must be introduced.

This narrative provides an illustrative rather than an
exhaustive list of financing tools that can be leveraged to
support TOD and community redevelopment. It serves
to demonstrate the breadth of financing tools available
and the coordination, connectivity, and awareness
requisite to assemble sufficient capital to successfully
develop projects with significant financing gaps These
tools and others are outlined with additional detail and
references in the attached Funding Matrix (Appendix A).
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1
MCPC—9 SEPT 2020

ATTENDEES: JASON TAYLOR, DREW LEFF, BRETT SHERMAN

BUSINESS AND EMPLOYMENT > RTA did environmental remediation—removed

Their f ) 5 on f dool underground tanks and detergent tank
> Their focus is on Data protection for endpoint
computers. They provide real time monitoring of > Now 120,000 SF total—

devices and are able to isolate and remediate 30000 SF office

> In their Old Brooklyn facility, they focus on end of

> 40-50,000 for gear disassembly,
life retreatment of technology—recycling; chain of J y

custody is important > 2 bays for bulk storage

. They employ many entry-level staff and train > Provide 30,000 SF to non-profit sailing/rowing
them for the recycling of computers and related program-—training, boat refurbishment
technology. They attract staff to tech business > Lease 1 bay to subcontractor (GC Logistics) for
and provide upward mobility special handicapped busses

> Buying the facility from the RTA gave them
credibility for employment. Job market in BUSINESS ENVIRONMENT

neighborhood was a plus
> They've been a little disappointed that they
haven't been able to do more business with other

BUILDING ACQUISITION/CONVERSION AND businesses and institutions along the corridor—

FUNDING would like to see more interaction
> The building needed some work but was generally > There is low cost-real estate and intellectual
well-built and well-cared for. Physical security was capital in Cleveland. If Cleveland could build on
aplus. it's hospitals/academic medicine and technology
> They received some funds for the acquisition/ companies to develop more of a medtech industry
conversion through the CDC and from the City of it would be big for them and Cleveland
Cleveland.

> They had a loan from Dollar Bank
» Stantec will talk w/Rob Young CFO re transaction

BUILDING
> Originally

> 4 bays for bus parking
> 1 bay for fueling/washing
> 1 bay for mechanical service
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2
CHN PARTNERS—4 SEPT 2020

ATTENDEES: LISA MCGOVERN, DREW LEFF, BRETT SHERMAN

> Question about mortgages for under $50,000?
Issue is credit scores. CDFl approval and Dodd/
Frank regulations are the issue. They provide
mortgages for their residents but keep it on their
balance sheet.

> They came out of CDCs, and CDCs have a seat on
their Board.

> Generally, develop within 3-hour drive of Cleveland

> 4% LIHTC deals don't work in Cleveland because
rent levels are too low.

> They've done 4% Sec. 202 deals

» Lease/Purchase program —SFH, 9% LIHTC, sell
to residents at end of 15-year hold period—buy/
improve—capped on how much they can do.

> Sometimes partner w/CDCs: Detroit Shoreway
CDC, MetroWest CDC—500 un, 70 SFH

> Pearl THL St. Joseph
> Sustainable Communities Assoc.
> SFH rehab for sale at scale
> Appraisal gap
» Partner w/small developer —40-50 units/year
> Funding possibilities:
> Battery Park residential development was
developed using NMTC!
> Housing Partnership Network

> City of Cleveland Community Development
focusses on TOD

@ Stantec
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3,
ERIE BANK—24 AUG 2020

ATTENDEES: SUZANNE HAMILTON, DREW LEFF

> 25th Detroit/Lorain 300 units?

> Westside Market parking—townhouses

> Lorain west of 25th—lots of development

> Lorain @50th—Cleveland Hotdog site = MXD

> People want a more Integrated/inclusive setting

> West of St. Ignatius HS seeing development,
particularly For-sale

> United Bank Building
> Pro CRA

> Ohio City is landlocked

» Folks are looking at “SOLO” (South of Lorain)
between Ohio City and Clark-Fulton—locating
parcels and having SFH built

> She lives on Duck Island
> Brookwood +____
> locating parcels and having SFH built

> Citizen Pie

> Ben Beekman (former Jones Day atty)—Spang
Bakery (ADA & Barber)—working class housing—
using HTC, Pace Grants? $1000 rents vs. $1800 in
Ohio City

72 | A TOD PLAN FOR W 25TH STREET
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Also market developing east of 25th near Scranton
and Wagner. Rents between $700-$1000. Difficult
to make work as cost of lumber increased 17%

Clark-Fulton

“Newcomers School” making it more interesting
for broader economic market

Need more “Affordable Housing

Question posed by MetroWest re banks not
providing mortgages for $40,000 homes—
Subordinated loans like grants

Fred Geif Foundation renovating one house at a
time

Probably not size issue but credit issues.

Big banks lenders not folks providing SFH loans—
Savings banks and smaller banks like:

> First federal in Lakewood

> Third Federal

> Dan Gilbert loan companies

Underwriting:

Rates off Prime (generally +1) 4-4.5%, 10-year
term fixed rate, or 5fixed with reset

75% LTV, 80% LTC, > 15% real cash, .5% fee

Erie is investing in: Owner-Occupied properties,
Apartments, Offices, retail only under other

@ Stantec
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4

KEY BANK—21 AUG 2020

ATTENDEES: KELLY FRANK, DREW LEFF

> MetroHealth > 540,000 home issue. Really credit problem

> LIHTC, NMTC, HTC > CHN homeowner lease/purchase

> 60% & lower—is that right market? > How do we reach those people—Nowack @CHN
> 5-7% Sec. 8

> Very little risk but CAP rate may be higher
> Underwriting:
> 1.2 DCR, 80% LTV
> Greater vacancy
> Market rate 65%
> CAP 7-8% with Sec. 8 = lower

> 9% award can take 2-3 years for 40-50 units Depth
of market sufficient, penetration rate?

> Equity
» 4 & 9%---30 of 80%

> Mixed income 20% at 60-80? AMI (ave. @ 60%
AMI)

> Land cheaper—important to reduce cost

> Ohio City and Tremont = slow gentrification
> Deliver
> Heinen pulled out

@ Stantec
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5,
KEY BANK—13 AUG 2020

ATTENDEES: TONY TAVRELL, DREW LEFF

» Lots of changes in Ohio City, Tremont, Lakewood—
steady over the last 10 years

> Downtown

> More tenants, businesses, restaurants;

> 20,000 residents Downtown by 2020, adding
about 1,000 residents/year

> 2 new high-rises (Beacon, Playhouse Square)

> That growth has partially been responsible for
growth in Ohio City/Tremont

> But question in 2017-19, even before Covid, has
been how deep is the market

> Ohio City—25th/Lorain-Detroit new development,
and Market Square will be coming on at same
time

> Covid 19:
> Depleted Downtown traffic—only about 25%,

> NO special events—

> Downtown, Ohio City and Tremont are bleak
between Covid and protests and looting/
vandalism

> Are folks still desiring to live in urban areas
> NRP/MetroHealth projects may spur more
development
> Look at Peter Snavely Corridor project
> RE Overview & Underwriting

> Suburbs=yes, urban=no
> Contractors—new and rehab—very small pool

> 35-40% equity or more, rates low but cost of
capital (equity?) higher

> $2.00/sf, $2.50 recently

74 | A TOD PLAN FOR W 25TH STREET %_:r'

15 year tax rebate

Cleveland Development Advisors—promotes
growth, provides subordinate debt

Cuyahoga County gap
Other

FHTC, OHTC (competitive, S5 mio max, % of
cost)
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6.
FORAN DEVELOPMENT—23 JULY 2020

ATTENDEES: RICK FORAN, DREW LEFF, BRETT SHERMAN

> Latinx
> 2937 W25  Astrup Awning

> Clark-Fulton 85%Puerto Rican 1900-20 SFH
Landlord's take Advantage -What's in it for me

> Ricardo Leon grew up in the neighborhood—new
vision—with Kristin Zollas =breath of fresh air

> Project

> 73,000 sf plus 7,000 below grade

> Cultural arts facility for Cleveland Museum of Art
> Black Box theater

> 1983 addition

> Separate lot for an apartment —rehab—mixed w/
workers housing

> $7.7 mio construction

> Second District Police Station—Clark-Fulton needs
new space

> Sustainable Development (former Oberlin guys

> Overbuilt w/luxury apartments

> 250-300

> Talk w/Adie Tomer of Brookings Inst. (atomer@
brookings.edu)

@ Stantec
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7.
MISCELLANEOUS MEETING NOTES

NOTES FROM CALL WITH NATE KELLY — CUSH-
MAN & WAKEFIELD - 6/16/20

1. Nate has a background in economic development
and a good feel for actions and activities it takes
to help a struggling community thrive

2. Given where things are politically with the city
(reelection of mayor and certain board members)
they are not likely to be a reliable source of
financing for the near or medium term

3. W25th Street corridor has the benefit of two
strong nodes in MetroHealth and Ohio City

> In between the inventory is in poor shape and
infrastructure is not great

> These areas do not have a "dedicated caretaker’
and the multiple CDCs do not work together for
the betterment of the whole

4. The BRT along Euclid is a good example of how
this infrastructure can elevate rents and improve
the pedestrian environment

5. Cushman has MetroHealth as a client

> Their investment in the new campus is well
publicized

> The market comp that has been set by them
is $800,000/acre (for properties that are
contiguous to the campus)

> They may look at things beyond the campus for
non-critical functions but not really part of their
core strategy

> He is seeing "greenshoots’ of new resi and other
things that want to be near the new campus

> Opportunities for development or redevelopment
south of campus is tough

1\ Y
N\l
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> Lots of rooftops but not a lot of income

> MetroHealth employees, who make a lot more
money than people living in the neighborhood,
would likely prefer to live in Ohio City given that
it is already established and had retail and other
amenities

> Nate was unfamiliar with the MH Employee
Rental Housing Assistance program but thought
it sounded like the University Circle Inc initiative
that provided a $10,000 forgivable loan to
employees to loved near their employer for a
specific number of years

. There should be an opportunity for better housing

inventory (especially if it were subsidized)

> Nate liked the idea of mixed-use along the
corridor near the new campus w retail on street
level and medical office on the 2nd floor

. Leadership of MH is progressive and bullish on the

campus and its ability to lift up the surrounding
neighborhoods

. Towpath Trail is a neighborhood amenity that we

should become more familiar with

. MH issued an RFP for developers to partner with

> From planning docs provided to us by Greg
Zucca, it looks like NRP was the selected
developer

10. Rents

> Retall: low teens: Old BK mid/low teens NNN

> Office: north end (Ohio city) mid 30s NNN; near
Lorriane & w25th mid 20s NNN; near MH asking
S17psf, selling at $14psf

@ Stantec



11. Other market Participants we should speak with:

> NRP Group (Aaron Pechota)

> Cleveland Bricks — house flippers

> Allegro Realty

> His PM guy at Cushman for construction pricing
> Geis Construction

> Tom McNair at Ohio City, Inc.

> Third Federal Savings & Loan (very active in
these neighborhoods and know the economics
better than anyone). Mark Stefansky, President.

NOTES FROM CALL WITH PROGRESSIVE REAL
ESTATE - 6/18/20

Participants: Brett Sherman, Drew Leff, Dave Sharkey

1.

Dave has been active in the market since '86 and
has a masters in urban planning

. Their brokerage started in Tremont with Keith

Brown picking up listing of properties as their
Polish and Ukrainian owners moved out of the
neighborhood to Parma

Tremont has some condo conversions and new
construction as well as some repositioning of
commercial and retail spaces

> Residential rents are split between those for
medical residents from MH and everyone else

> Tremont has a lot of MF and not a lot of
developable land left

Dave has a listing @ Clark and 25th (former
transformer station)

> Has been on the market for a while and in a
tweener-section between Ohio City and MH

@ Stantec
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. Ohio City (“Hingetown”) is booking

Dave is moving with his family to Ohio City
(partially because his son attends St. Ignatius)

Displacement in Ohio City is more a result of
poor inventory than new residents displacing
others

St. Ignatius built 6 houses for "Hispanic
community” as part of a neighborhood
revitalization effort — the target market did not
buy these properties and went to other people
less representative of the community's historic
dermographic (aka bought by white, middle class
families)

Ohio City now has a lot of families and has
benefited from "Near West Recreation” as a
neighborhood amenity serving families

Ohio City Is experiencing an apartment boorm
- Growth is seen all the way down to Train

Ave and evidence of it jumping train
avenue

- Some plans to convert Train Ave into a
parkway (it is currently a dangerous place)

. Crossing 90 gets you into the heart of Clark-Fulton

Puerto Rican community
Starting to see greenshoots of commercial
development

- New animal hospital

« IChurch & w25th

- Meyer & w25th (Knitting Factory
conversion) — LIHTC

%‘,‘ A TOD PLAN FOR W 25TH STREET| 77
’z



SECTION 5 | MARKET ANALYSIS

APPENDIX B : SUB-COMMITTEE MEETING NOTES

> How committed is the Hispanic community to NOTES FROM CALL WITH DAMEN TASSEFF OF
Clark — Fulton? Would they move to other areas ALLEGRO REALTY - 6/24/20
(Parma) if circumstances allowed, like other _ ., .
immigrant groups has done in prior generations? 1. Cleveland is largely “tapped out” on new
, o apartments
> Housing stock from Clark to Towbridge is not
great > Activity has been focused on Ohio City and
Downtown

- Parts of Towbridge (Woodbridge) have _
nice houses that have stayed nice > This supply needs to be absorbed before now

product comes online

> Street Layouts south of Towbridge in not great . $2.25-2.50 for new luxury, doorman buildings w

7. 0ld BK has done very well of the past few years all the amenities

> Tremont neighborhood could also support these

> A huge submarket with lot of different rents
neighborhoods within
. Broadview, State, Pearl — focus of Old BK CDC 2. Good opportunity for workforce housing in Clark-

Fulton and Old BK

8. Condo/SFH I
ondo/ ome saies > Clark-Fulton is a depressed neighborhood

> Ohio City: 5300k > Inventory is poor and mostly comprised of old
> Clark Futon: $25-30K bungalows
> Old BK: $120-130K > Hispanic population is very upwardly mobile and

don't grow deep roots in the neighborhood
> Bad housing stock not worth saving

> New workforce housing could come in
apartment buildings, flats or other low-density
product

3. Review “Eco-Village"” around another RTA stop

> Need street level retail to create a walkable
environment

4. MH has historically walled off itself to the rest of
the community

5. Cleveland neighborhoods that have done well have
all had anchor institutions invest for the long term

> Can MH do this for Clark-Fulton the way
Cleveland Clinic, St. Ignatius did for Ohio City?

78 | A TOD PLAN FOR W 25TH STREET 2 @Stantec
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6.

Old BK is a nice neighborhood

> Retall corridor along w25th has good bones
> Important intersections:

+ Clark & w25th
« W25th & Broadview/Pear]

NOTES FROM CALL W SCOTT SKINNER, NRP
GROUP - 7/10/20

Participants: B. Sherman, D/ Leff, S. Skinner

1.
2.

Scott lives in Ohio City

MetroHealth is doing something catalytic with
their campus (which includes a 12 acre park)

NRP has done similar work with other Healthcare
companies, designing and delivering affordable
and supporting housing that feeds into the
mission of the institution

NRP is in partnership with MH on two projects:
> Corner of w25th and Sackett

> /2 units of 9% LIHTC, 4 stories, 5k of
community space

- Community space to be programmed
around literacy and have a demo kitchen

» Part of the Fact 50 process
> Unitmix 25% 1s, 55% 2s, 20% 3s
> Range form 30-80% AM|

- Rents at 80% AMI is probably true market
in the neighborhood

» Rents: $1.25 3s: 8140 2s

@ Stantec
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» Hard Costs: $160-165/unit

+ This includes parking and is a little high
because of the commercial space
> Opex: $6,000/unit

» MH supported this project with a $750k grants
and the city put in $1.2M

> MH put the land in for free (for both projects)

Metro Health Residents Housing (across form
campus)

> Quasi-market rate because the renters are all
MH residents

> 170 units, 25k sq ft for something — ideally a
grocer or pharmacy

» Rents: $1.50-$1.70 — higher than market
> Unit Mix: mostly Tst, a few 2s
» Hard Costs: $170/door (including parking)

> Both projects have worked out a shared
parking arrangement with a nearby parking
structure that MH owns

> Both projects are surface parked
> This project is using conventional debt/equity

- PNC is the lender and OZ equity in the deal
- We should also speak w KeyBank
- PNC and Key Bank are lenders and tax
credit purchasers
> Opex: $171,000/unit

> Underwriting to a 7.5 cap rate (clark-fulton is
6-7% cap rate market)

%‘,‘ A TOD PLAN FOR W 25TH STREET| 79
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> Local businesses turned around this
neighborhood

5. Cleveland has a very flexible zoning process
and you can get almost everything done with a

variance

- Chain stores do not do well in Cleveland,
> The Residents Housing project is getting a use, authentic restaurants do well

parking, height and a few other variances _ _
> CDC really transformed this neighborhood

- One of the many benefits of having a

partner in MH 3. Shaker Heights Food Hall (Van Aken District) is an
example of a locally curated concept that is doing
> There is no inclusionary housing in all of well
Cleveland

> 15 year tax abatement for new construction
has fostered much of the development activity
because property taxes are relatively high

. Pinecrest is an example of a concept that relied on

national chains that is a failure

. Important to identify housing finance options

for neighborhood residents to stray in their
communities, particularly as neighborhood
improves and they can capture some of the
appreciation in their property

> Structured parking costs ~ $35,000/stall 6. Hispanic community in Clark-Fulton need support
7. In Old Bk Onear the other MH Campus) true and incentives to keep people in the neighborhood

market rate just doesn't work 7. Small business incubation in the neighborhood is
important

6. Everyone in Cleveland has a car and code requires
1:1 but market is closer to 1: each bedroom

> Could work if the city or MH were to incentivize
> Something to cultivate local artisans and is

8. NRP is having a hard time underwriting any rent authentic
growth in Cleveland (or other markets) int heir
typical luxury rentals so is retooling to focus
almost exclusively on affordable housing through
the cycle

Old Brooklyn CDC

> Increase in Latinx from 3%-20%
> Stabilized housing market—cleaned up

NOTES FROM CALL W GREGORY WILLIAMS - > Looking for larger projects

6/26/20 > 10,000 sf historic redevelopment
1. No new growth in Cleveland > Looking at 3 sites in Brighton corridor—rehab
2. Gordon Square (above Ohio City) is a good and new —60-100 units
example of how a CDC can turn around a > Need hotel/B&B—Z00 and MetroHealth would

neighborhood by promoting local businesses be the attraction

» Need restaurants and some nightlife

80 |A TOD PLAN FOR W 25TH STREET %_:r‘ @Stantec



> Almost no retail space available

> Only 2 spaces at $10.50 and $14
> 2 offices @ S17
> Need buildout/investment S-—-typical owners
aren't providing—not even white box.
> State, Broadview, Memphis where dead end into
Pearl have potential
> Tappan-Scranton $1.60-31.80/SF
> Pencil out at $1.70-$1.80

> Market: younger w/ethnic spectrum, priced out of
Ohio City/Tremont, lifestyle doesn't fit Downtown
(dog, kid), schools are better

> MetroHealth

> housing assistance program could be big help
> Deaconess campus only one mile from main
campus—could there be more interaction
Ohio City, Inc.

> St. Ignatius has high performing Charter
> Townhomes rather than condos
> Need more jobs to be a 24-hour neighborhood
> Snavely project 200 units, NW Corner
> S17/sf retail; $20-25 NNN office
> Would be great to see parking converted but
institutions owning move slowly
> Ground up SFH on scattered sites
> Market Plaza

> Opportunity Zone

> S6 mio

> Res'| tax abatement
> TIF

@ Stantec
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> Other projects

> 28th St. Graham and maria veysey—HUD 220/
union pension fund

Tremont West CDC

> Want more diversity of units—more 2BR, more
affordability

> Some <10 unit Townhouses

> $2.00-2.25

> $1.50-1.75 for rehab

> Rents went from $650 to $900

> Rents

> Sweet spot S800-1200
> $1400 1BR (700 sf)
> $1200-1400 2BR

NOTES FROM CALL WITH METRO WEST CDC -
713/20

Participants: B. Sherman; D. Leff; Ricardo Leon; Kristyn
Zollos

1. There is currently over $120M in development
happening in their neighborhood (Clark-Fulton,
Brooklyn Center and Stockyards)

> Boundaries: 1-90 (North); Brookside Valley
(South); 97st Street (West); w25th Street (East)

- Anything fronting onto w25 is in their
neighborhood, but one parcel father east is
part of Tremont West)

2. MW has been around for 10 years as part of the
Detroit Shoreway CDC

%‘,‘ A TOD PLAN FOR W 25TH STREET| 81
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3. Historically, this area has been very dis-invested

» 2010 = 18% vacancy rate; 202 = 8. 5% vacancy
rate

> Still 600-700 vacant houses and 1,200 vacant
lots

4. MW mission has been focused on Housing,
economic development and green space

5. Their first project, in partnership with Detroit
Shoreway, wad the 36 unit LIHTC Lofts at Lion
Mills -on line in August 2017 and has been
performing very well

6. Triggers for activity in the neighborhood:

> MH announcing S$1B campus redevelopment
(still mostly focused on their own campus
though they did buy two properties across w25th
from the campus)

> Mayor Jackson announced Clark-Fulton is a
priority corridor and will receive $4-5M to go
towards housing and economic development

> OHFAs fact 50 chose 3 projects in Clark Fulton to
receive LIHTCs

- MH Gateway (NRP)

- EHN Hosing Partners redevelopment of St.
Michaels (senior affordable)

- Blankein Mill (MW is a co-developer)

> JP Morgan selected Cleveland for SO9M in direct
technical assistance (Clark-Fulton received $2.5-
3M)

> Opportunity Zones cover most of the
neighborhood and have really spurred interest
and investment

1\ Y
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7. See development map for projects discussed on
call

8. County Land Bank has allowed residents
to purchase properties very cheaply, out in
improvements, live there and then sell when the
market is right

9. We should speak with CHN Housing Partners

10.Banks and brokers have not been active in the
neighborhoods

» Banks normally look at mortgages of S50K
(average sale price is S40K, was $17K in 2008)
and up and the residents here normally have
poor credit history

> CHN Housing is working on a product focused
on mortgages less than $70K and for borrowers
with poor credit (won't be available until Q2 of
2021)

11.0rganizations active in this space: National
Community Revitalization Trust, Habitat for
Humanity, County Land Bank

> County Land Bank is getting more focused on
affordable rehab and new construction

- Provide a soft second mortgage, but only
up to a point

12. Ricardo stresses the need for an authentic
Hispanic institution to provide programming and
support to the latinEx community

> El Mercado is being lead by Detroit Shoreway and
the Hispanic Business Center (unsure the current
status or plans although the land has been
purchased - former HJ Webster site)

@ Stantec
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Greg Zucca
> Affordable 30-80%

> /2 units

» bk sf EcOpp Center--$750k State Capital Grant
> ST mio tax credit HFACT 50

> $1.4 mio Housing Trust Fund

> AMI Clark-Fulton $25k, Region =573k—so rents
almost market rate for Neighborhood (S370-
$12400 1459 sf/un

> Med Res
> 100 un, 12-15k grocery
> Neighborhood Workforce Housing

> 80 units
> $1.50/sf (100-120% AMI)
> MH police HQ on 1st floor

> Employee loan program

> $20k down payment to employee when move
into Neighborhood

> 8.5k home improverment loan if already living in
neighborhood

» Forgiven after 5 years if employed at MH
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