Block 7 Development and Recommendations

Recommendations include the following elements:
•

Approximately 200,000 sf of space
• Minimum 150 residential units
• Approximately 5,000 sf of commercial space—smaller
flexible spaces
• Structured parking reserved for building use
• 2 separate buildings with pedestrian focused alley
between and allows for phased development for
flexibility
• Live/Work units along Barstow to provide an active
façade
• Recommendations based on comparable urban‐style
residential units recently brought online, include
dedicated parking and tenant amenities

Using a revenue model to determine project valuation, and with a 7% market
capitalization rate, we estimate a valuation of $25,043,040 at project stabilization
•

Construction estimate based on approximately $160,000/residential unit

Recommendations on Next Steps
Our team reviewed several scenarios, and with the current construction pricing and lower demand
for commercial space, each had significant project gaps remaining, which suggests a need for tax
increment to support the project.
Even at a valuation of $25 million, the total estimated construction costs were roughly $31.5 million
— a significant development gap. Considering our cost and revenue assumptions are generally
conservative, an experienced developer with strong knowledge of local contractors should be able to
find cost savings and bridge most of that gap, but some Tax Increment will likely need to be brought
to the table.
While the analysis shows a development gap, this excludes any additional equity investment that a
developer can bring to the table from the residual cash flow. As part of our review, we are
recommending the following:
1. Providing maximum flexibility by allowing for the project to be split into two phases and
encourage Live/Work units in place of straight commercial space.
2. Provide clear guidance on parking requirements. The project assumes a parking ratio of roughly
.7 spaces per bedroom. The current requirements call for one space per bedroom, which places
significant upward pressure on parking.
3. Be flexible on the design but negotiate for additional avenues for revenue based on the public
contributions. This may include a receipt of a share of the sale proceeds with any future sale,
additional landscaping and other design elements in the public rights‐of‐way, and/or structure a
repayment for the contribution of the land as equity into the project.

