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RE: Riverside MBTA Site; Newton, MA 

Dear Mr. Block: 

This memorandum has been prepared for your use and the use of the LFIA Riverside Committee 

in connection with the city of Newton’s consideration of a discrete development proposal known 

as the Riverside Project.  You have requested that we review, analyze, and comment on the 

Riverside Vision Plan – Appendix A, which is a Development Feasibility Analysis of the proposed 

development and various alternative scenarios, and conducted by UrbanFocus on or around May 

2019.  We understand that the city and community are currently entertaining a proposal for a mixed 

use project of approximately 1,500,000 square feet including: 611,437 square feet of office space, 

702,202 square feet (per the special permit filing; 702,273 per the UrbanFocus report) of 

residential space (675 units), 64,655 square feet of retail space, a 194-room hotel of 105,284 square 

feet, and 2,922 (per the special permit filing; 2,924 according to UrbanFocus report) parking spaces 

including 958 parking spaces for MBTA commuter parking. The current proposed development 

plan includes the redevelopment of the Indigo Hotel parcel, which will be discussed further in this 

memorandum. The main parcel is currently subject to a ground lease from the MBTA, and 

according to the UrbanFocus report, the developer, a BH Normandy/Mark Development 

Partnership, commenced negotiations with the MBTA in 2017/2018.  The developer is proposing 

several offsite infrastructure improvements including construction of a new access road/ramp, 

interior roadways, and a parking structure to replace the existing MBTA parking lot on site.  

We have reviewed the UrbanFocus report, along with plans and submissions filed with the City of 

Newton by the developer and other publicly available documents, in preparation of our 

memorandum.  A summary of our firm’s background and our professional credentials are included 

in the appendix of this memorandum. 

Summary 

Generally, there are five primary areas within the UrbanFocus report that should be considered 

further, each of which is discussed further in the body of this memorandum. 

First, the UrbanFocus report indicates that a Return on Cost (ROC) of 7.0%-9.0% would be 

required in order to make a development program feasible.  Our experience and knowledge of 

investor expectations indicates that the recent capital deployments and demand for deal flow has 
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put downward pressure on yield expectations well positioned development projects can expect to 

achieve 5.0%-7.0% ROC.  The UrbanFocus report concludes that each of its analyzed development 

scenarios resulted in a ROC estimates of between 5.0%-7.0%.  

 

Second, the UrbanFocus report further states that Internal Rate of Return (IRR) measures should 

be considered with an ROC analysis in determining feasibility.  We agree.  However, according to 

UrbanFocus, no such IRR exercise has been undertaken by the developer.  UrbanFocus has also 

not included an IRR exercise in its report.  A project of this size and scope, with an estimated 

delivery over 5 years, would necessitate more robust analysis in the form of IRR modeling.  Absent 

more robust IRR analysis, ROC methodologies are insufficient to adequately determine feasibility 

for a project of this size, scope, and timing.  

 

Third, the UrbanFocus report includes (what is characterized as) the acquisition of the Hotel Indigo 

by Mark Development as a necessary component of land cost when developing the underlying 

assumptions within the feasibility analysis.  The cost line item for the Hotel Indigo site is reported 

in the UrbanFocus report as based on what is described as the purchase of the Hotel Indigo in 2018 

and at price of $34,500,000.  However, the transaction described does not appear to be an arm’s 

length transaction because the transaction appears to have been between related parties. Further, it 

is unclear whether Mark Development’s acquisition of the hotel property was, in part, an equity 

investment in the project partnership or the result of a joint venture (JV) arrangement with 

Normandy.  If the arrangement represents an equity investment or JV of the project, it would be 

inappropriate to include the $34,500,000 as a land cost to the project.  Additionally, because the 

hotel was purchased as an existing operating hotel, it would appear that the reported purchase of 

the Hotel Indigo included components of business value as a going concern.  If the purchase price 

indicated included business value components as a going concern, it would be inappropriate to 

include those value considerations in a land cost basis.  Finally, according to the recorded deed, 

the consideration paid was $27,068,794 ($3,616,994.38 in cash plus the assumption of the 

$23,451,800 outstanding principal amount of the mortgage note), not $34,500,000, as was 

referenced in the UrbanFocus report.  Additional research and analysis of the transaction should 

be conducted to confirm the referenced “purchase price” of $34,500,000 indicated in the 

UrbanFocus report.  Because of the complex nature of the legal, financial, and business 

relationships associated with the Hotel Indigo, it’s inclusion as a pure land cost does not appear to 

be appropriate. 

 

Fourth, UrbanFocus has assumed that the proposed $19,625,000 infrastructure improvement 

program serves the development of the site, no matter the scale of the project scenario considered.  

The plan approved by the City of Newton in 2013 did not include the proposed infrastructure 

improvement program, which is a significant project cost. It is reasonable to assume that a 

development program of lesser scale may not require the same infrastructure and access 

improvements, and therefore would not be burdened by that substantial cost. In addition, without 

access to and review of the infrastructure costs, it is impossible to opine on the reasonableness of 

the estimates or their appropriateness in serving a project of smaller scale.  There does not appear 

to have been sufficient analysis or support for the underlying assumption that the development of 

the site, at any density, would require the proposed highway infrastructure access improvements.  
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Alternative access was considered in initial iterations of the site development plan and it is 

reasonable to assume that the infrastructure improvements and therefore the underlying costs 

associated with their construction may be reduced with a project of a smaller scale.   

 

Fifth, the UrbanFocus report discusses the market demand and economic benefits of hotel and 

condominium uses to a hypothetical project at this site, however, these uses are excluded from 

their feasibility analysis exercise.  As further discussed in this memorandum and the UrbanFocus 

report, hotel and condominium development at the site can contribute to the financial feasibility 

of a project scenario.  Elimination of hotel and condominium uses under the scenario analysis 

within the UrbanFocus report limits the reliability and appropriateness of the conclusions.    

 

Purpose & Methodology  

The purpose of this assignment is to review the UrbanFocus report and comment on the analysis 

and conclusions made.  Particular attention has been paid to understanding the underlying 

assumptions within the report and their potential impact on the conclusions of the analysis and 

therefore the ultimate feasibility conclusions developed.  We have not been provided, nor did we 

have access to UrbanFocus’ or the developer’s underlying assumptions or development pro-forma 

models referenced within the UrbanFocus report and we make no conclusions as to the 

reasonableness or the reliability of any undisclosed assumptions.  

 

Our comparative analysis and conclusions have examined the existing inventory and planned 

additions with the proposed development based on schematic plans for the subject property.  Our 

analysis considers recent and prospective trends in pricing by use in the local market and other 

similar developments outside of the local market.  In preparing our analysis we have reviewed and 

have made comments on various plans, proposals, and materials that you have provided.  Many of 

the assumptions and data sources referred to within the UrbanFocus report are not referenced or 

disclosed and because of that, it is difficult to confirm or test those assumptions without a more 

complete disclosure allowing a refined analysis.  To the extent possible, these assumptions have 

been reviewed, analyzed, and compared to current market trends and activity, and our own 

expertise and are based on the proposed development scenario and current conditions. 

 

Market Activity and Return on Cost (ROC) 

Economic conditions in commercial real estate markets in the metropolitan Boston area 

fundamentally very strong and capital inflows from domestic and international investment has put 

substantial pressure on yields and cap rates for all property types.   The suburban Boston markets 

have demonstrated extraordinary strength and residential and office markets have improved based 

on occupancy and average rents, as an alternative to the downtown Boston and Cambridge 

markets.  The residential market, including development activity, construction starts, stabilized 

sales, condominium sales, and financing activity has been sustained even with increasing supply.  

The Boston property markets (including key suburban markets such as Newton) continue to attract 

capital for all positions, from debt and mezzanine to equity, in the capital stack.  Recent financings 

and property offerings have been heavily and competitively bid. Rate spreads have compressed, 

and capitalization rates have only moved marginally with recent trends.  Several significant 
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transactions within the suburban markets have occurred recently to confirm the viability of the 

proposed development, the vitality of the local markets, and the value of the property.  

Conversations with active market participants involved in large-scale mixed-use suburban 

development programs similar to the Newton Riverside proposal have indicated that investor 

expectations have evolved within the last year as a result of current economic conditions, investor 

demand, and return expectations of aggressive foreign capital sources.  Boston has emerged from 

the Great Recession as one of the strongest markets for investor demand in commercial real estate 

in the country.  On April 2, 2019, AFIRE, the association for global investors focused on 

institutional real estate in the United States, announced the findings from their annual real estate 

investor survey, capturing insight and leading indicators among institutional investors from across 

asset classes in sixteen global markets.  AFIRE reported that Boston was tied for fourth place as a 

leading global city for the most stable and secure commercial real estate investment markets with 

opportunity for capital appreciation.  10-year U.S. treasury yields are hovering around 2.00%-

2.10% in recent weeks, while yields on German government bonds are negative, which is driving 

additional demand for foreign investment in U.S. market alternatives.  With additional sources of 

capital flooding the Boston market, competition is heavy and has the effect of pushing down rates 

and keeping spreads low.   

 

Recent multifamily transactions within the Boston metro offer initial returns in the low 4.0% range 

and commercial office returns averaging within the high 3.0% to low 5.0% range.  Contacts within 

the market reported unlevered yield expectations of 5.0% to 7.0%, depending on property type and 

asset quality with levered yields between 9.0% and 12.0% based on a 5-7-year hold period 

assumption.  The commercial real estate markets in and surrounding Boston are increasingly 

competitive, and this activity has served to compress yield expectations and capital market 

pressures have increased the investor demand for development deals to deploy capital.  

Additionally, the rental strength in, both residential and commercial office, and the appeal of the 

city of Newton as a premier market with exceptional access to public transportation, support a 

conclusion of market strength and sustainability.  Based on the analysis of current economic and 

market activity, investor expectations, and current capital markets pressures, there does not appear 

to be a reasonable prohibition to the development of a comparable mixed-use development with a 

return on cost of 5.0%-7.0%.  

 

The UrbanFocus report indicates that a Return on Cost (ROC) of 7.0%-9.0% would be required in 

order to make a development program feasible.  Our experience and knowledge of investor 

expectations indicates that the recent capital deployments and demand for deal flow has put 

downward pressure on yield expectations well positioned development projects can expect to 

achieve 5.0%-7.0% ROC.  The UrbanFocus report concludes that each of its analyzed development 

scenarios resulted in a ROC estimates of between 5.0%-7.0%.  

 

Internal Rate of Return (IRR) 

The UrbanFocus report further states that Internal Rate of Return (IRR) measures should be 

considered with an ROC analysis in determining development feasibility.  We agree.  The IRR is 

the primary established measure of real estate investment performance.  Discounted cash flow 

(DCF) modeling to determine IRR is an analytical tool for projecting irregular cash outflows 
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(expenditures) and cash inflows (revenues) over a period of time.  The virtue of IRR analysis is 

that the issue of timing can be considered in the analysis through projections of irregular and 

variable cash flows, which are largely ignored in typical ROC models.  ROC models consider only 

a snapshot in time, rather than a likely multi-year development, delivery, and investment period, 

similar to the propped development. 

 

According to UrbanFocus, no such IRR exercise has been undertaken by the developer.  

UrbanFocus has also not included an IRR exercise in its report.  A project of this size and scope, 

with an estimated delivery over 5 years would necessitate more robust analysis in the form of IRR 

modeling.  Absent more robust IRR analysis, ROC methodologies are insufficient to adequately 

determine feasibility for a project of this size, scope, and timing.  

 

The Hotel Indigo Land Cost Analysis 

Previous plans for the project included consideration of the Hotel Indigo, variously, and at one 

time the proposal included a proposal for the Hotel Indigo to remain on the site with access 

arrangements for the larger parcel redevelopment. The “purchase” of the Hotel Indigo by Mark 

Development is referenced throughout the report.  According to the UrbanFocus report: 

 

In 2016/17, Mark Development began discussions with BH Normandy to partner on the 

redevelopment of the Riverside site and Mark Development began to investigate the site 

access to/ from the highway. Ultimately the two developers agreed to terms to develop the 

site that includes BH Normandy’s continued participation in the development. In 2017/18, 

the BH Normandy/ Mark Development Partnership commenced negotiations with the 

MBTA. 

 

Additionally, the report indicates that:   

 

In 2018, Mark Development purchased the Indigo Hotel Site from BH Normandy. In 

January of 2019, the BH Normandy/ Mark Development team (the developer) submitted 

their zoning application for the newly proposed project…The proposed development of the 

site includes the redevelopment of the Indigo Hotel site. 

 

The supposed purchase of the Hotel Indigo was reported in the UrbanFocus report as occurring in 

2018 and with a line item land cost of $34,500,000 is indicated on page 16.  It is known that in 

May 2018, the Hotel Indigo was recapitalized, and it was reported at that time that the hotel would 

continue brand affiliation and operation as a 191-unit hotel.  The transaction characterized as Mark 

Development’s purchase of the Hotel Indigo appears to be that reflected in the deed recorded on 

October 16, 2018 in the Middlesex South registry of deeds in book 71753, page 448.  The total 

consideration reflected in the recorded deed is $27,068,794 ($3,616,994.38 in cash plus the 

assumption of the $23,451,800 outstanding principal amount of the mortgage note).  The deed 

recites that a 66.36% interest in the property is granted by MD 399 Owner, LLC (formerly known 

as BH Normandy Owner LLC) to itself and that a 33.64% interest in the property is granted to 

Ramirez Concord, LLC, which appears to be an entity controlled by Robert Korff, a principal of 
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Mark Development.  The transfer of the property appears to have been between related parties and 

therefore not an arm’s length transaction.  

 

 

Additionally, the property sold as an operating hotel and was not sold as a vacant site.  According 

to the UrbanFocus report: 

 

It is important to note that the sale of the Indigo Hotel garnered much interest from buyers 

in 2018. The value of a smaller branded development site was attractive to hotel buyers 

because it didn’t include requirements and additional franchise terms typically required 

from the larger hotel flags. Mark Development was able to purchase the site and secure its 

position in the development project because this site is critical to providing highway access 

as part of the proposed Riverside MBTA redevelopment. 

 

References to securing a position in the development project because of the quality and access of 

the Hotel Indigo site fail to acknowledge that the Hotel Indigo site was controlled by BH 

Normandy, and before the 2018 transaction, and the “purchase” by Mark Development and thus 

does not appear to increase or enhance the quality or accessibility of the MBTA site, which was 

always present.   

 

In addition, throughout the report, the purchase of the Hotel Indigo is considered and included as 

a contribution to the land cost and no additional qualification or analysis is made.  It would appear 

from the UrbanFocus and market activity at the time, the purchase of the Hotel Indigo included 

components of a business value with the going concern hotel operations, and it is unclear whether 

Mark Development’s purchase of the property for the reported $34,500,000 was, in part, an equity 

investment in the project or included some other business value in addition to the land value 

attributable to the site.  Additionally, according to the UrbanFocus report, estimates of land cost 

were provided by the developer and not independently confirmed.  Page 16 includes the following 

(emphasis added): 

 

The developer provided the following information regarding the cost of the land. Several 

components are assumptions based on their cost estimates. These costs should be tracked 

and confirmed. These costs are considered the overall land investment costs necessary to 

build the project as required by the MBTA and the City of Newton. 

 

The Hotel Indigo is an existing, cash-flowing asset that is further complicated by the partnership 

or joint venture arrangement between Normandy and Mark.  Because of the complex nature of the 

legal, financial, and business relationships associated with the Hotel Indigo, it’s inclusion as a pure 

land cost does not appear to be a reasonable assumption, based on the information provided and 

public information regarding the asset and transaction. Additional diligence and confirmation of 

actual land costs are necessary in order to develop a reliable development model and feasibility 

analysis.  As indicated by the report: 
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The land price for the Indigo Hotel has been established by the sale of the property to Mark 

Development in 2018. This property was on the open market and Mark Development 

purchased the parcel, securing their position as partner in the Riverside redevelopment. It 

is a vital parcel for access to the highway. 

 

It is unclear if the purchase of the Hotel Indigo is appropriately viewed as a land cost attributable 

to the site, partly a going concern business value, an equity investment in the project and a joint 

venture business arrangement, or some combination of each.  Additional clarity and confirmation 

would be required in order to rely on these assumptions and conclusions within the analysis. 

 

Infrastructure Cost Analysis  

The project is, reportedly, subject to an incremental density fee that is included in the full buildout 

analysis, in addition to major infrastructure improvements that include a $19,625,000 project line 

item for the Newton I-95/RT 128 Ramp/ Infrastructure improvements.  The proposed project 

contemplates substantial infrastructure costs in the form or additional highway access, which had 

not previously been included in the prior approved development scenario.  There does not appear 

to have been sufficient analysis or support for the underlying assumption that the development of 

the site, at any scale, would require the proposed highway infrastructure access improvements.  

Alternative access was considered in initial iterations of the site development plan and it is 

reasonable to assume that the infrastructure improvements and therefore the underlying costs 

associated with their construction may be reduced with a project of smaller size or density.  The 

report variously references the interest of the city of Newton in the access improvements, however, 

it is unclear if there is a project size that would be adequately accommodated by existing 

infrastructure or an alternative access and movement plan.  It is difficult to know whether the 

infrastructure improvements proposed would be necessary in a project of smaller scale or if they 

are necessary for site access and movement and further consideration to those points should be 

made.   

 

In addition, without access to and review of the infrastructure costs, it is impossible to opine on 

the reasonableness of the infrastructure estimates referenced in the UrbanFocus report. As 

UrbanFocus noted, these costs should be verified (emphasis added): 

 

The additional infrastructure costs include the cost of the highway access as well as the 

internal site road development. As highway access is seen as crucial by the City of Newton 

to the redevelopment of the site, this cost is justifiably part of the overall land development 

cost. The cost of the highway access should be verified as an expense separate from the 

internal road development. In general, for this analysis, the infrastructure costs are 

assumed to be reasonable and appropriate. Urban Focus recommends that the cost of the 

highway infrastructure be verified by MassDOT and a third party reviewer to confirm 

that it is specific to the offsite work required for the highway access. 

 

Additional diligence and analysis may be required to determine existing and proposed 

infrastructure capacity.   
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Use Assumptions  

The analysis within the UrbanFocus report considers the current market for a project scope similar 

to the proposed development plan but significantly deviates from the proposed project with its 

analysis.  For instance, the report considers only commercial office, retail, and multifamily rental 

units in their development scenarios and sensitivity analysis, omitting any condominium or hotel 

uses that might be supported by the market.  Further, the UrbanFocus report discusses the market 

demand and economic benefits of hotel and condominium uses to a hypothetical project at this 

site.  There is little discussion or disclosure of the development scenarios used for sensitivity 

analysis and it is unclear how the division of uses were developed or what basis exists for the 

variance between residential unit sizes within each scenario.  Average residential unit sizes range 

from 750 square feet (scenarios 3, 4, 5, and 7) to 850 square feet (scenarios 1, 2, 8, 9, and 10) with 

no description of the detailed development plan. 

 

Additionally, the report indicates that the proposed development plan is not the basis for 

consideration of the market development scenarios, however, the analysis opines on some of the 

assumptions in the proposed plan and includes a land cost that assumes the MBTA ground lease, 

the acquisition cost of the Indigo Hotel site, and the infrastructure cost for highway access outlined 

in the developer assumptions.  It is unclear, to what extent the feasibility analysis in Part 1 of the 

document considers the proposed plan and additional clarity and refinement of scope should be 

considered.  The report indicates that (emphasis added): 

 

This analysis does not directly evaluate the development program proposed by the current 

developer team. We do identify the scenario that most closely correlates with the square 

footage proposed but these scenarios do not include hotel or condominium uses, a 

minimal proportion of the overall development. 

 

Scenario 8 is the closest to the current scenario proposed by the developer, however, as 

noted above, this analysis is high level and it does not include the condominium or hotel 

as part of the development. 

 

In the market review portion of this analysis, Urban Focus has reviewed the demand for 

condominium and hotels. Based on the industry expectations, a hotel can reasonably be 

expected to improve the project returns and for-sale residential with the provided caveat 

that it should be low scale and closer to the remaining residential should provide a positive 

net return, but this was not contemplated as part of the Feasibility Assessment. 

 

The report concludes that hotel and condominium development at the site can contribute to the 

financial feasibility of a project scenario, however it was not considered in determining the 

financial feasibility of any of the project scenarios.  Conversations with active market participants 

involved in large-scale mixed-use suburban development programs similar to the Newton 

Riverside proposal have indicated that limited service hotels1 located within amenities mixed-use 

                                                 
1 A limited service hotel (LSH) provides limited services and amenities to guests and typically does not have a full-

service food and beverage facility, extensive conference facilities, concierge services, and a limited housekeeping 

service.  An LSH may have small conference facilities, but typically does not have a restaurant.  LSHs located within 
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developments can contribute significantly to overall project feasibility and net operating income.  

The subject site is a logical fit for a limited service or full-service hotel, which could both increase 

the marketability and attractiveness of the mixed-use project, but also contribute to project 

feasibility and revenue potential.  The UrbanFocus report indicates that “This analysis takes into 

account what a developer would require in order to make a development project successful as 

well as attractive enough to gain financial investment in the project” however, appears to ignore 

two proposed uses at the site, which UrbanFocus itself concludes would provide additional 

improvements to project returns.  Without a fully formed feasibility model that contemplates all 

the proposed uses at the site and their individual and collective impact on the project’s feasibility, 

it is difficult to reliably analyze and recommend return requirements that rely on an incomplete 

analysis. 

 

Data Analyses and Data Fidelity 

Throughout the UrbanFocus report, data is provided and assumptions relating to the market are 

made without clear reference of source material for confirmation or reliance.  The conclusions 

made in the UrbanFocus report relative to rent levels assumed in the model appear to contradict 

between Page 7, which appears to assume a Gross rent level for office space, and Page 18, which 

appears to assume a Triple Net (NNN) basis for commercial and retail rents.  Clarification with 

regard to the underlying assumptions used for commercial office and retail rents is necessary.  

 

Additionally, the ranges for market terms of rent levels, tenant improvements (TI), and 

condominium pricing assumed in the analysis, are broad and it is unclear what exact numbers were 

used in the analysis and modeling exercise. Variance, estimates, and ranges of data create a 

sensitivity issue that cannot be resolved with the information provided by UrbanFocus.  For 

instance, the “Project Use Assumptions” on Page 18 summarize the projections and assumptions 

used in the analysis and include a rent range of $50-$54 per square foot for commercial office rents 

with TI assumptions of $60-$80 per square foot, residential rents of between $3.75 and $4.25 per 

square foot, condominium pricing of between $600 and $800 per square foot, and retail rents 

between $40 and $60 per square foot with TI of $75 per square foot.  Additionally, Page 20 outlines 

other assumptions made, including a $280 per square foot development cost, $30,000 to $40,000 

per space structured garage cost, developer fees of between 3% and 5% and very specific market 

capitalization rates of 5.62% for office, 4.88% for residential, and 5.86% for retail, which are not 

discussed further within the report.   

 

Further, it is assumed that this project will be completed and delivered in phases over the course 

of five years.  It is unclear from the analysis provided, what the constraints of the model are and 

how that might impact the variability of the model.   

 

The ranges assumed, and assumptions made regarding cap rates could significantly impact, 

positive or negative, the feasibility conclusions developed in the conclusions on Page 14 if there 

                                                 
large scale mixed-use developments can benefit from the services and amenities within the development such as 

restaurants, coffee shops, bars, and public spaces, reducing the need to operate a costlier full-service hotel with 

restaurant and conference facilities.  The risk of LSHs tends to be lower and the net income potential.  LSHs can 

positively contribute to the profitability of a mixed-use development.   
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were any variation in the assumptions.  Without further detailed understanding of the underlying 

model, it is difficult to understand the impacts of variances on the feasibility conclusions made.  

The actual return on cost conclusions discussed on Page 14 range between approximately 5% and 

7% under the ten various development scenarios.  It is reasonable to assume that sensitivity 

analysis of the model and assumptions would impact those conclusions and could put upward or 

downward pressure on each of the scenario’s return on cost conclusions.  The specific return on 

cost assumptions within the analysis appear to require additional analysis and diligence in order to 

refine the feasibility analysis conclusions for reliability and decision making. 

 

As discussed in the UrbanFocus report, reductions in costs and relief assumptions on the 

development program could significantly impact the feasibility conclusions, however, no attempt 

to substantially quantify or qualify these variables was made.  According to the report: 

 

No shared parking is assumed. All parking is assumed to be in structured garages above 

grade. While a development may have some on-street parking, it will be a minimal 

proportion of the overall. 

 

If shared parking is a reasonable assumption or arrangement to make, both the benefits to the 

project in terms of feasibility and cost reduction should be considered in the analysis in order to 

determine feasibility.  The report further indicates that: 

 

The most direct concession would be to consider shared parking. Significant shared 

parking should be considered and will improve the needed development scale as well as 

the financial feasibility of the development project. The built area and related cost required 

for structured parking is significant in each of these development scenarios. Each 

structured parking space adds approximately 550 square feet to the site (accounting for 

the actual space as well as drive aisle); therefore, every 1,000 parking spaces requires 

550,000 square feet of structure.  

 

It is unclear from the analysis in the report if the concession of shared parking would enhance the 

project’s financial feasibility or make the scale of the development more economical to develop, 

which would decrease cost and increase return to the project.  Structured parking is an expensive 

way to deliver parking, with structures costing between $20,000 and $40,000 per space within the 

Boston and suburban markets.  In the event the project was designed with a shared parking model, 

it is necessary to understand how a reduction in a substantial project cost impacts feasibility.  No 

effort to quantify this variable or other variables related to parking were made.  The report further 

states (emphasis added): 

 

Finally, while considerations are made for shared parking across all uses, the MBTA 

commuter parking should also be considered as an opportunity for savings. If the 

MBTA is concerned about the availability of parking at surge times such as game days, 

the developer should organize a mechanism to ensure parking availability as needed and 

allow for overflow into the other site parking for special events in downtown Boston. 
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Conclusion  

Overall, the UrbanFocus report provides a high-level analysis of the proposed development 

program and an independently developed set of scenarios that are then tested for reasonableness 

and financial feasibility based on a return on cost methodology.  The conclusions developed 

throughout the report are generally specific and granular with regard to return on cost conclusions 

and the project scale that would be required to make the project economically feasible.  However, 

further analysis is warranted with regard to cost inputs, most notably the assumed land costs and 

highway infrastructure costs.  Additionally, the report ignores the proposed hotel and 

condominium components of the proposed development, while concluding that those two uses 

were viewed positively by the market and was reasonably expected to improve project returns and 

provide a positive net return to the development, respectively.  These two uses, which would likely 

improve the economic feasibility of the project were not contemplated as part of its feasibility 

assessment.  Because of the reliance on high-level data inputs with substantial variance and range 

and the omission of any analysis on the hotel and condominium development’s contribution to 

value or feasibility, further granular analysis and a refined feasibility model should be developed 

in order to reliably and reasonably analyze and discuss the project’s financial feasibility.  

 

Furthermore, the UrbanFocus report concludes that each of its analyzed development scenarios 

resulted in a ROC estimates of between 5.0%-7.0%, which is consistent with our experience and 

knowledge of current investor expectations.  Based on the analysis of current economic and market 

activity, investor expectations, and current capital markets pressures, there does not appear to be a 

reasonable prohibition to the development of a comparable mixed-use development with a return 

on cost of 5.0%-7.0%.   

 

Finally, UrbanFocus notes that IRR measures should be considered in determining project 

feasibility.  No such IRR exercise has been undertaken by the developer and further, UrbanFocus 

has not included an IRR exercise in its report.  Absent more robust IRR analysis, ROC 

methodologies are insufficient to adequately determine feasibility for a project of this size, scope, 

and timing.  

 

All of our conclusions are based on hypothetical development scenarios and information related 

to the existing and proposed improvements at the property.  Changes to the physical asset, 

development plan or scope, feasibility analysis and conclusions, and market may require a re-

evaluation of our conclusions.  We are delighted to be of service to you.  If you have any questions 

regarding the content of this memorandum, please feel free to contact us.   
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Sincerely,

David S. Kirk, MAI, CRE® Brett N. Pelletier, CRE®, MRA

Kirk&Company Kirk&Company

31 Milk Street, Suite 820 31 Milk Street, Suite 820

Boston, MA  02109 Boston, MA  02109

617-261-7100 617-261-7100

DSK@kirkco.com Bpelletier@kirkco.com
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│FIRM BACKGROUND 

Kirk & Company is a real estate consulting firm that has been providing appraisal and valuation, 

market analysis, and counseling services to sophisticated market participants since 1993. Kirk & 

Company provides clients with real estate valuation and counseling services for all types of 

commercial property on a national basis with a concentration on income-producing property within 

New England.  Our clients include non-profit, community, and private developers, non-profit 

organizations, institutional investors, lenders, municipalities, public housing authorities, and 

government agencies.   

 

Our specialized valuation services include development and operating feasibility, marketability, 

appraisal, and due diligence services for development, redevelopment, historic rehabilitation, 

adaptive reuse, financing, investment, disposition, and litigation support. Kirk & Company has 

expertise with all types of market-rate and subsidized housing, mixed-use development, fractional 

interests, air rights, and ground leases. We appraise commercial property of all types and have 

specialized expertise in affordable housing analysis. We were an approved provider of real estate 

counseling services to the former Massachusetts Turnpike Authority.  We are an approved provider 

of housing market studies for Massachusetts DCHD, New Hampshire Housing Finance (NHHFA), 

have provided appraisals and market studies for submission to the Connecticut Housing Finance 

Authority, and are an approved provider of real estate appraisal and advisory services for Rhode 

Island Housing (RI Housing), the Massachusetts Housing Finance Agency (MassHousing), 

Massachusetts Housing Investment Corporation (MHIC), and Massachusetts Housing Partnership 

(MHP).   

 

We provide counseling services to financial institutions, non-profits, developers and public 

agencies to assist with their complex real estate opportunities and problems. Our work includes 

counseling on marketability and feasibility, highest and best use analysis, due diligence assistance, 

portfolio strategy, asset repositioning, alternative financing methods, and adaptive reuse of historic 

properties. Our expertise is available for litigation support, expert testimony and consulting on an 

as needed basis. We perform market studies for existing, planned, and repositioned properties. Our 

assignments are completed for lenders, investors, developers and non-profit sponsors and are used 

for planning, underwriting, financing, investment and acquisition/disposition. Within the last five 

years, we have completed more than 55 market studies in over 45 communities in Massachusetts, 

Rhode Island, Maine and Connecticut. 

 

Our counseling assignments provide advice and direction to our clients throughout the various 

stages of the development process and establish lasting relationships that allow clients to rely on 

us through the many phases of real estate transactions; from start to finish. On the basis of our 

analytical results, we take counseling one step further by recommending practical development 

and investment strategies that provide value added services to our clients. We identify local 

programs or regulations that may benefit or burden the project; we advise recommendations on 

design, amenities, floor plans, marketing methods, and alternative financing to maximize the 

market positioning of the project. 
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│ QUALIFICATIONS  

David S. Kirk, CRE, MAI, FRICS 

Principal and Founder 

For over 45 years, David Kirk has served institutional clients and high net worth individuals as a 

property and investment counselor.  In 1993, he established Kirk & Company as a continuation 

and expansion of his real estate counseling and investment activities during his 22-year tenure as 

a principal at the Boston Financial Group. Kirk & Company provides clients with real estate 

valuation and counseling services for all types of commercial property on a national basis with a 

concentration on income-producing property within New England.  Clients include non-profit, 

community, and private developers, non-profit organizations, institutional investors, lenders, 

municipalities, public housing authorities, and government agencies.   

 

Prior to founding Kirk & Company in 1993, he was a Senior Vice-President and Principal of The 

Boston Financial Group, and the Director of the Boston Financial Consulting Group, a division 

within the company that offered real estate consulting services. Prior to 1971, Mr. Kirk was an 

account executive with Landauer Associates (New York City), real estate consultants, where he 

was an appraiser of commercial, industrial and residential properties for purposes of financing, 

joint venture, disposition and corporate merger/acquisition. 

 

Mr. Kirk is a member of the Counselors of Real Estate (CRE) and Appraisal Institute (MAI). He 

was 2001 President of the Counselors of Real Estate and 2001 President of the Massachusetts 

Chapter of The Appraisal Institute. He is a member of Lambda Alpha International; an honorary 

land economics society and a member of the board of directors of the Boston Chapter. He is a 

member of the Greater Boston Real Estate Board, Citizens’ Housing and Planning Association. 

Mr. Kirk is a Certified General Real Estate Appraiser in Massachusetts and a licensed real estate 

broker in the Commonwealth of Massachusetts.   

 

Mr. Kirk is a graduate of the University of Pennsylvania where he majored in Architecture and the 

Wharton Graduate School of Business where he majored in Finance. He has been a speaker and a 

panelist at conferences of, among others, the Urban Land Institute, the National Trust for Historic 

Preservation, the Mortgage Bankers Association of America, the Society of Real Estate 

Appraisers, and the Massachusetts Bar Association.  He was chairman of an advisory working 

group on Troubled Properties for the United States Department of Housing and Urban 

Development. 

 

Mr. Kirk has analyzed and opined on the fairness of a variety of related party real estate 

transactions for public and privately held entities. From 1993 to 1999, he served as a fiduciary and 

as a real estate investment advisor to the Prudential Retirement System, and he has similarly served 

the Virginia Retirement System. He has served as an arbitrator for the American Arbitration 

Association and the National Association Securities Dealers (NASD). He has been trained as an 

arbitrator by the NASD and as a mediator by the National Association of Realtors and NASD. He 

has qualified as a real estate valuation expert in federal district, bankruptcy and appellate tax 

courts.  

#140-19(3), #187-19



Randall Block        June 21, 2019 

The LFIA Riverside Committee        P a g e  | 15 

 

KIRK&COMPANY 
Real Estate Counselors 

 

 

Mr. Kirk was a member of the Board of Editors of Banker & Tradesman and is a contributing 

writer to the New England Real Estate Journal, and a co-author of Real Estate: A Hidden Corporate 

Asset (American Society of Real Estate Counselors, 1986). He has written articles which have 

appeared in national real estate periodicals including The Appraisal Journal and Real Estate 

Review. His article "Using the Reversion/Shelter Approach to Appraise Subsidized Housing," co-

authored with David A. Smith, was honored as the best Appraisal Journal article written in 1983, 

recipient of the Robert H. Armstrong Award. 

 

Brett N. Pelletier, CRE, MRA 

Chief Operating Officer 

Mr. Pelletier joined Kirk & Company in 2005 and currently leads the appraisal and consulting 

process, which includes narrative appraisal reports, feasibility studies, acquisition analysis and 

customized market research.  He leads a team who focuses on affordable housing strategies and 

policy, adaptive reuse strategies, and complex real estate problem solving.  Kirk & Company 

provides clients with real estate valuation and counseling services for all types of commercial 

property on a national basis with a concentration on income-producing property within New 

England and throughout the United States.  Clients include non-profit, community, and private 

developers, non-profit organizations, institutional investors, lenders, municipalities, public 

housing authorities, and government agencies.   

 

Mr. Pelletier is a recognized expert in affordable housing finance and analysis and has specialized 

experience advising municipalities, non-profit developers, and private entities on adaptive reuse 

of historic buildings, affordable housing planning and analysis, and strategic decision-making 

functions.  Mr. Pelletier specializes in the valuation and analysis of market-rate, mixed-income, 

and affordable housing properties; including senior housing, SRO housing, assisted and 

independent living facilities with supportive services, and other types of rental and for-sale 

housing.   

 

Prior to joining Kirk & Company, Mr. Pelletier served as campaign intern with John Kerry for 

President and was a legislative intern in the Boston office of the late Senator Edward M. Kennedy. 

Mr. Pelletier received a Bachelor of Science in finance with minors in English and government 

from Bentley College where he focused on corporate finance and real estate with coursework in 

real estate law, real estate financing and urban planning & development. He is a Master of Liberal 

Arts (ALM) candidate in finance at the Harvard University Extension School and a Master of 

Business Administration (MBA) candidate at Bryant University with expected graduation in 2019.  

Mr. Pelletier has successfully completed extensive primary and continuing education courses with 

the Appraisal Institute, Massachusetts Board of Real Estate Appraisers, and other national and 

regional professional and educational organizations.   

 

Mr. Pelletier is a member of the Counselors of Real Estate (CRE) and a designated member of the 

MBREA (MRA). Mr. Pelletier holds Certified General Real Estate Appraiser licenses in 

Massachusetts, New Hampshire, Connecticut, and Rhode Island; and temporary certifications in 

other states on an assignment-by-assignment basis.  He is a licensed real estate salesperson in 
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Massachusetts, a Candidate for MAI Designation of the Appraisal Institute, an Emerging Leader 

Member of the Real Estate Finance Association (REFA) and a member of the National Council of 

Housing Market Analysts (NCHMA, an affiliated council of National Housing and Rehabilitation 

Association).  He is a designated member of Lambda Alpha International; an honorary land 

economics society, a contributing writer to the New England Real Estate Journal and has spoken 

at numerous conferences relating to affordable housing finance, analysis, and policy.   

 

From 2010-2016, Mr. Pelletier served as an elected member of the Town Council of Tiverton, RI.  

In that capacity, he served as liaison to the Economic Development Commission, Planning Board, 

Harbor & Coastal Waters Management Commission, Historic Preservation Advisory Committee, 

Library Construction Coordination Committee, and the Real Estate Property Tax Exemption 

Review Committee.   He served on the Tiverton Planning Board from 2016-2017 and the Tiverton 

Wastewater District from 2017-2018.  He served on the Municipal Buildings Feasibility Advisory 

Committee that analyzed town-owned assets and proposed redevelopment and disposition 

strategies for historic former municipal buildings.  He served as a member of the Land Use 

Procedural Improvements Committee that improved land use planning through strategic 

initiatives.  He recently served on the Grinnell’s Beach Improvement Committee and chaired the 

Stone Bridge Abutment Committee; two related committees that provided oversight, project 

management, and administration of grants for the restoration of an historic bridge abutment and 

the redevelopment of an historic park, beach, and municipal dock facility in the seaside town.  

 

Mr. Pelletier is a member of the Preservation Society of Newport County and the Fall River 

Historical Society, non-profit organizations that preserve and protect the architectural heritage of 

the region.   Additionally, Mr. Pelletier serves as the president of the board of directors of the 

Striving Artists Theatre Company of Beverly, Massachusetts; a non-profit performing arts 

organization dedicated to enriching the community with innovative theatre arts. 
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