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Executive Summary 
 

The development arm of REII has located a development opportunity in Prince 

William County Virginia.  An opportunity was brought to our attention to acquire a 6.06-

acre parcel at a prominent intersection with appropriate zoning for development of office 

buildings, consistent with the investment profile of REII.  The Williams Bridge Center is 

two 35,000 sq ft Class B office buildings on an unimproved parcel in Prince William 

County Virginia. 

This development opportunity includes an attractive site acquisition component.  

REII has placed the site under contract for $1,516,000 for the 6.06-acre site and will 

concurrently sell a 1.6-acre pad site for $2.3MM to the Commonwealth Bank, providing 

and initial equity contribution to the project of $800k.  To complete the first phase of the 

project, an equity contribution of $1.9MM will be required.  The project will be 

developed in two phases; 1st phase has been entirely leased, the 2nd phase will follow 

when adequate leasing commitment has been obtained. 

The Williams Bridge development will provide attractive returns to REII.  Phase I 

project costs $8.3MM, or $135 per sq ft.  When occupied, Phase I will generate $220K of 

cash flow and an IRR of 33%.  We anticipate that Phase II will begin construction thirty-

six months after Phase I starts construction.  Phase II project cost $7.5MM, or $150 per 

sq ft.  When stabilized, Phase II will generate $85,945 of cash flow and a 19% IRR. 

An equity investment of $885,643 is required, attributable to land acquisition cost 

for the project site.  The favorable land acquisition structure limits the amount of equity 

capital and reduces the overall development cost of Phase I at Williams Bridge Center.  

Through pre-leasing efforts, the vacancy risk has been delayed until year seven.  A 
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defense contracting firm has signed on to occupy the entire Phase I building (35,000 sq 

ft).  A portion of the tenant build-out will be laboratory space, the remainder is “vanilla”.  

The presence of laboratory space will reduce the risk of the tenant vacating at year seven. 

An aggressive development schedule will have the Phase I building ready for 

occupancy in eighteen months.  The proposed use is by-right in a B-1 zone.  A previous 

property owner negotiated a proffer agreement with the county, resulting in a parcel that 

is ready to permit.  REII has arranged for Phase I due diligence activities to conclude 

within a ninety-day period. 

Prince William County is located due south of Fairfax County and thirty-five 

miles south of Washington, DC.  It has seen considerable growth of residential, retail and 

commercial development activity in recent years.  Employers include defense, aerospace, 

utilities and service firms.  Population growth exceeds regional growth, with a 33% 

increase since 2000. The current population of Prince William County is approximately 

375,000 persons. 

Williams Bridge Center represents an attractive development opportunity.  

Through a land acquisition and land sale arrangement, equity requirements are kept to a 

minimum.  Pre-leasing of Phase I provides an income stream at the earliest date 

achievable, and market conditions will dictate when Phase II will commence, with market 

risk greatly reduced.  It is our recommendation that REII undertake the Williams Bridge 

Center development. 
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Development Strategy 

A distinct opportunity is presented in developing this property. This site presents 

a financial advantage in that 1.6 acres of the site can be sold to a retail/service user at a 

price which can provide equity to develop the remaining portion of the site. The 

development strategy entails selling the 1.6 acre corner pad site to Commonwealth bank 

at $2.3 million. A L.O.I. from Commonwealth Bank has been obtained for this 

transaction. These funds will be put forward as part of the equity contribution towards 

financing the office development on the remaining 4.5 acres of land remaining. 

The strategy for the office development is to develop two office buildings 

consisting of 35,000 square feet of leaseable space in two separate phases and hold them 

for a ten year period. A commitment has been obtained from General Dynamics to lease 

100% of the Phase I office building. Given current market conditions, it is the strategy to 

wait until Year 3 to begin construction of the second 35,000 square foot building as Phase 

2. This will provide time for the office market, which appears to be over built, to adjust 

itself and leasing commitments can be obtained. Once Phase 2 comes on line in Year 4, it 

is the intention to hold the project an additional 6 years, and in Year 10 sell the project at 

an estimated terminal capitalization rate of 8% 

As this development package illustrates, this strategy minimizes risk as the project 

had a guaranteed buyer for the 1.6 acre site and a committed tenant (General 

Dynamics)for Phase 1. Deferring the development of Phase 2 minimizes the risk of 

bringing office product on-line in the weakening climate of the Prince William County 

Office Market. There is confidence that market conditions in the area will improve and 

therefore create sufficient demand for the Phase 2 office product.  
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Prince William County General Demographics 
 
Overview 

Prince William County is located in Northern Virginia, approximately 35 miles 

southwest of the nation’s capital. It is bounded on the north by Fairfax and Loudoun 

Counties, on the east by the Potomac River in Maryland, on the south by Stafford County 

and on the west by Fauquier County.  

It encompasses a total area of 348 square miles which includes the independent 

cities of Manassas and Manassas Park. Prince William County also includes four 

incorporated towns and fourteen census designated places (CDP’s), that is, 

unincorporated population centers designated by the U.S. Census Bureau for data 

collection purposes.  

Population 
According to Census 2000, the population of Prince William County was 

280,813, which translates to a population density of 831 persons per square mile. Prince 

William has been experiencing rapid growth since the 1950’s . Between 1990 and 2000, 

it grew by 65,127 or 30.2%, with increases reflected in twelve of the fourteen CDP’s. 

This continuous growth has made Prince William County the third most populous 

jurisdiction in Virginia. 

As of September 2006, the population was estimated to be 374,678, reflecting an 

increase of 93,865 or 33.40% since the year 2000. The growth rate for the period was 

approximated as 14,545 annually. It is projected that by year 2030, the population will 

grow to 556,300.  
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Race & Ethnicity 

A 2005 Census Bureau Survey revealed that 63% of Prince William County’s 

population was white, with 19% African American, while Asian and other races making 

up the difference of 18%. The population has also become increasingly diverse both 

ethnically and racially. Between the years 1990 and 2000, the African American 

population in the County more than doubled, while Asian and other races almost tripled.  

Nativity & Language 

The percentage of immigrants rose significantly in the 1990’s and continued to 

rise in the 2000’s. In the 2005 American Community Survey, it was indicated that 19% of 

Prince William County’s population was foreign born, compared to 6% in 1990, 

reflecting a 13% growth.  

In 1995, 81% of the population was native born, while foreign born residents 

made up the difference of 19%. In 2005 it was revealed that 26% speak a language other 

than English, reflecting a rise from 9% in 1990 and 16% in 2000.  

Age & Gender 

According to the Census Bureau’s 2005 American Community Survey, 24% of 

the total County population is under 18 years old. Approximately 6% is 65 years and 

older. In 1995, the median age of the population was 32 years compared to 29.1 five 

years prior. As reflected in national trends, Prince William County’s population has aged 

slightly over the last decade. This shows a sense of stability and satisfaction with the 

area.  
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Housing 

The 2000 Census found that as of April 2000, Prince William County had a little 

over 98,000 housing units, a 31% increase from 23,000 over the last decade. Some 96% 

of the housing units are occupied, three quarters of that amount owner occupied, while 

the remainder was renters. As of September 15, 2006, it was estimated that the number of 

housing units in Prince William County increased by a further 33% over the 2000 

Census.  

 

In the state of Virginia, the value was estimated as $179,191 while the nationwide 

figure was $151,366. The 2004 Census revealed that the average value of housing units in 

the County was approximately $302,316, twice the national average. 
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Household Composition 

As of September 15, 2006, there were an estimated 125,802 households in Prince 

William County. According to the Census Bureau’s 2005 American Community Survey, 

more than 77% of the County’s households are occupied by families. Approximately 

43% of the County’s households are family households occupied by parents with their 

own children under18 years. According to Census 2000, the County’s average household 

size is 2.94 persons, slightly down from 3.04 persons in 1990.  

 

Income & Poverty 
The Census Bureau’s 2005 American Community Survey stated that the median 

household income in Prince William County was $81,904. The poverty rate in 2005 was 

5%, well below the state of Virginia’s 10% and the national average 13.3% 
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Journey to work 

Results from the Census Bureau’s 2005 American Community Survey indicate 

the 25% of all workers in Prince William County travel 60 or more minutes one-way to 

work. This figure is approximately three times the national average. The 2005 American 

Community Survey indicates that the average travel time to work for Prince William 

County commuters is 40.5 minutes. This is up from 36.9 and 36.0 minutes in 2000 and 

1990 respectively. 

 

 
 

The 2005 American Community Survey also indicates that 71% of Prince 

William County’s workers drive to work alone. About 18% carpool to work, which is 

down from 19% in 2000. About 5.5% use public transportation, which is higher than the 

national average of 4.7% and also higher than the state of Virginia average of 3.6%.  In 

addition, 75% of the Northern Virginia labor pool is within a 30-minute one-way 

commute to the site location.  In an area where commuters eagerly seek job opportunities 
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to shorten commute patterns, Prince William County is an ideal location technology 

based organizations. 

 

 
 
 
Employment: 

The number of jobs in Prince William County has increased steadily since the 

early 1990’s. There were an average 105,135 jobs in the County during the first quarter 

of 2007, according to the Virginia Employment Commission. 
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Throughout the past decade, Prince William County unemployment rates have 

mirrored the State and U.S. rates, however at consistently lower levels.  In April 2007, 

Prince William County had a civilian labor force of 198,544 and an unemployment rate 

of 2.4%. 

 

 
 
Education: 

The Prince William County Public School System reported that as of June 21, 

2006, there were a total of 70,405 students enrolled in public schools in the County. Of 

those, 33,406 students were enrolled in elementary schools, 15,281 students enrolled in 

middle schools, 20,456 students enrolled in high schools. 
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According to the Census Bureau’s 2005 American Community Survey, 34.9% of 

adults in Prince William County attained a bachelor’s degree or higher, compared to 

27.2% in on a national level. 

Prince William County Market Study  
 

This site is located in Woodbridge, Virginia within Prince William County. 

Woodbridge is home to Potomac Mills Mall, one of the largest shopping centers in 

Northern Virginia.  Woodbridge is a typical suburban city in that many of its residents are 

employed in nearby Washington, D.C.  This is especially true in the areas near Dale City 

and Manassas.  Prince William County Parkway is probably the most important road in 

the city.  It connects the city to I-95 and runs through the middle of Woodbridge.    Route 

234 is also described as an “outer beltway” connecting the I-95 corridor and U.S. 1 

(Jefferson Davis Hwy.) to points west and north and ultimately terminating at Interstate 

66. Route 234, also know as Dumfries road, is being widened from two lanes to four to 

accommodate residential development in the southern part of Prince William County.   

Due in part to the I-95 and I-66 HOV waiver given to hybrid vehicles, many D.C. 

government workers have relocated to the area to take advantage of the lower-priced 

housing.  However, in July 2006, the hybrid/HOV privilege was revoked. 

Historically, Woodbridge (ZIP code 22191) denoted the unincorporated residential 

and commercial areas that were in the eastern part of Prince William County in the 

vicinity of U.S. Route 1 (north-south corridor). Because of rapid growth in the last 30 

years, however, Woodbridge now includes the communities of Lake Ridge, Westridge, 
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Rolling Wood Village and Dale City. The population of these places is described in the 

following table. 

 

 
The proposed William’s Bridge Center is located at the corner of Prince William 

Parkway and Old bridge road.  The property features prime visibility with an average 

traffic count of 43,000 cars per day.  Additionally, William’s Bridge Center is located 

at a traffic intersection which increases the site’s ability to add value.   

According to several brokers, pad sites located near major intersection can 

demand as much as 70 dollars per ground square foot.  Our proposed pad site is 

approximately 1.6 acre (65475 sq/ft) which could command up to 4.5 million dollars.  

The dollar amount is calculated by taking two comparable pad sites located 3 miles 

away on 1440 Old Bridge Rd and 5 miles away on Route 1/Opitz Rd with an average 

pad site price of $33 per square foot.  This location would be attractive for banks, gas 

stations, fast food, retail, or office.   
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(View from Northeast portion of site at Prince William Parkway and Old Bridge Rd) 
 

As a result of this site location and proposed value added, our marketing team has 

received a written Letter of Intent from Commonwealth Bank in the amount of 2.3 

million dollars. The pad site development will take place in phase one of William’s 

Bridge development.   

The marketing team has evaluated several potential clients for the William’s 

Bridge Center.   Our objective is to maximize REII’s return through the appropriate 

product relationship during our first phases of development.  We began by 

determining who our major customers are in the market place for office products.  

The Woodbridge market is dominated by three main types of employers Prince 

William County Public schools, defense contractors and the service industry.  It is the 

marketing team’s position that the defense industry is the primary customer of focus 

of the first phase of the William’s Bridge Center.   
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The defense industry is the number 2 (Lookheed Martin), number 4 (General 

Dynamics) and number 8 (BAE) employers respectively in Prince William County as 

shown below: 

 

 
As a result of an interview with a General dynamics representative, it has been 

discovered that the only building that company owns is in Woodbridge at 

991Annapolis Way designated as site # 2.  In addition, it has been discovered as 

result of this interview that not only is G.D. not interested in owning this asset, but it 

has been sold to a residential condominium developer interested in building luxury 

waterfront property. As a result, General Dynamics has to find at least 45,000 square 

feet of office space within 10 miles of their previous location. 

       General Dynamics is also faced with the challenge of locating an office building 

that can accommodate 100 engineers with a 15 mile radius of their Worth avenue 
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location adjacent to Potomac Mills.  This requirement is mandatory in order that 

General Dynamics maintain the same level of support to its local and international 

customers.  As a result, General Dynamics will require a building that meets their 

space requirements of almost 50,000 square feet. 

The Woodbridge office space market will see almost 400,000 square feet of 

product developed over the next year in Classes A & B (247,051 yet to be delivered).  

Vacancy rates appear to be extraordinary in Class A products 83.1% compared to 

Class B at 11.1%.  Regional and national averages as shown below: 

 
 

 
 
  Source :Costar Property 2007 3rd Quarter 
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Absorption of product into the market is relatively close at 60,090 and 56,759 

year to date for Class A and Class B respectively. In addition, there is 145,611 and 

101,440 under construction for Class A and Class B respectively. 

Class A products do not seem to match the target market group as well as Prince 

William County Schools and therefore are not considered viable for the Defense 

Contractor customer base.  In addition, competition in the office condominium 

market has driven the vacancy rate excessively high for Class A products in the 

Woodbridge market. 

Therefore, our market research has shown that the target market is the defense 

industry.  Class A products are over saturated as a result of office condominiums and 

Class B leased products are more suitable for our customer base. 

Next, we narrowed down to our customer selection based on needs.  The following 

table highlights office needs based on industry: 
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Office Demand Woodbridge 

 
 
Employment 
Growth Projected 
(2000-2010) 25000
  
Percentage using 
Office  30%
  
SF Per Employee 277
  
Total Gross Market 
Office Demand 2181375
  
Less Excess Space 
(9.5%) 207230.625
 1974144.38
Plus Frictional 
Vacancy (4%) 78965.775
 2053110.15
Plus Replacement 
(10%) 205311.015

Total Net Market 
Office Demand by 
2010 2258421.17
  
Class B Market 
Capture (75%) 1693815.87
  
Minus Under  per 
year construction 
(65.5 K per year) 1043815.87
  
SubMarket Capture 
Project Capture 6%  73067.11
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Basic Analysis Ten Major Employers 
 
The following is an overview of the ten major employers in Prince William County. 

These employers can be considered potential tenants for Phase 2 of the Williams Bridge 

development. 

Prince William County Public Schools 

• Estimated 9047 employees 

• Provide the county with 51 Elementary schools, 13 Middle schools, 10 High 

schools, 5 Special Education schools, 2 Alternative schools, and 2 Specialty 

Schools.  

Lockheed Martin Maritime Systems & Sensors 

• Provides services in developing & integrating complex systems for domestic & 

international military and government agencies as well as commercial customers 

• Payroll of 1200 employees. 

Micron Technology Virginia 

• Manufacturing entity employing 1200 workers  

• Providing random access memory chips for use in computers & other advanced 

electronic products. 

General Dynamics Land Systems 

• Employs approximately 558 workers 

• Providing research and development for the US Marine Corps Expeditionary 

Fighting Vehicle.  

• Presently seeking to expand their human resources department.  
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• General Dynamic has committed to leasing Phase 1 of the Williams Bridge 

development.  

Northern Virginia Community College 

• Established in 1973, provides training services, technical degrees and certificates 

for the domestic market. 

•  373 employees. 

U.S. Foodservice, Inc 

• Wholesale trader  

• Providing services in the distribution of foods, cleaners and paper products, for 

the domestic market. 

BAE Systems 

• Established in 2000 

• Employs 330 employees  

• Provides aerospace electronics systems. 

American Type Culture Collection (ATCC) 

• Established in 1998 

• Provides distribution and maintenance of biological cultures, microorganisms, 

cells and related materials for research and development worldwide. 

USA Deck, Inc. 

• Estimate of 307 employees 

•  Provides manufacturing and installation of custom decks and enclosures. 

Company established in 1999. 
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Northern Virginia Electric Cooperative 

• Established in 1983 

•  Provides distribution of electric power  

• Employs 300 workers 
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William’s Bridge Center - Development Overview  
 

Location 
 
This 6.06 acre site is located in ‘The Glen’, at the Southeast corner of the intersection of 

Old Bridge Road and Prince William Parkway. It is bordered by The Glen Shopping 

Center to the north, and an existing day care center and veterinary hospital to the east. 

The Chinn Park Library is to the south and single family detached residential units are 

located across from Prince William Parkway to the West. The following is a site map and 

photos of the site. 
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Site Map 
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Site Photographs 
 

 
View from Chinn Park Drive 

 

 
View from Prince William Parkway 

 
 

Site
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Comprehensive Plan Consistency Analysis 
 
The following table summarizes the area characteristics see maps (1A & 1B):  

Direction Land Use Long Range 

Future Use Map 

Designation 

Zoning 

North The Glen 

Shopping Center 

CEC B-1 and HCOD 

South Chinn Park Library P&OS A-1and HCOD 

West Day Care Center 

and Veterinary 

Hospital 

CEC B-1 and HCOD 

East Across Prince 

William Parkway, 

vacant and single 

family detached 

residential units 

O A-1 and HCOD 
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Existing Land Use Map (1A) 
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Long Range Land Use Map (1B) 
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Planning & Zoning 
 
 

The Glen, Parcel 7 is located at the southeast corner of the intersection of Prince 

William Parkway and Old Bridge Road in Prince William County, Virginia.  The site is 

identified on county maps a GPIN 8193-50-5200. 

The Glen, Parcel 7 is 264,143 sq ft (6.04 acres). This development project will 

subdivide the property and sell a pad site at the intersection of Prince William Parkway 

and Old Bridge Road.  The pad site is 70,045 sq ft.  The remainder of the parcel is 

194,098 sq ft (4.456 acres).  The project proposes to divide the remaining parcel into a 

Phase I parcel 96,855 sq ft (2.22 acres) and a Phase II parcel 97,243 sq ft (2.23 acres).  

On both Phase I and Phase II parcels, it is proposed to develop a 35,000 sq ft, three story 

Class B Office Building. 

The property is currently zoned B-1 General Business.  B-1 zone is a general 

commercial land use designation for community-scale retail, office and institution uses. 

The Long Range Land Use designation for the site is a Community Employment Center 

(CEC).  The purpose of this designation is to promote employment through construction 

of low to mid-rise offices.  The proposed use (Business) is consistent with the uses 

intended by the CEC designation.  The CEC designation recommends a 75% office and 

25% retail/residential use.   
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Zoning Summary 
 

• Allowable Uses – B-1 District – Office is one of 61 allowable uses in a B-1 
District. 

 
• Lot Size – no minimum lot size is prescribed in the B-1 zone, nor minimum lot 

width or depth.  Lot coverage shall not exceed 85%.   
 

• Density – Maximum floor area ratio (FAR) for a B-1 zone is 0.40.   The proposed 
FAR is 0.32, less than the maximum. 

 
• Height – Maximum height is 45 ft.  The proposed project is 41 ft. 

 
• Set Backs – twenty feet is minimum setback from street or right of way. 

 
• Adjacent Uses – The site is surrounded by a variety of uses. 

o North of the site is a retail center, The Glen Shopping Center, and 
o East of the site is a veterinary hospital and a day care center, and 
o South of the site is the Chinn Park Library, and 
o West of the site are single-family detached residential homes. 

Long-Range Land Use Plan 
Classification 

Land Uses Intended 

CEC Community Employment Center (CEC) 
The purpose of the Community 
Employment Center classification is to 
provide for areas of low- to mid-rise offices 
(including government offices, particularly 
those for Prince William County agencies), 
research and development, lodging, and 
mixed –use projects planned and developed 
in a comprehensive, coordinated manner.  
CEC projects shall be located at or near the 
intersection of principal arterials and major 
collector roads, or at commuter rail 
stations.  Retail, retail service and/or 
residential uses shall be considered 
secondary uses and shall represent no 
greater than 25 % of the total CEC project 
area.  Retail and retail services shall be so 
located within a building or on a site that 
their primary purpose is to support the 
needs of those employed within that CEC 
project or living or working within the 
mixed-use building. 
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Environment Plan Analysis 
 

Prince William County has a diverse natural environment, extending from sea 

level to mountain crest.  Sound environmental protection strategies will allow the natural 

environment to co-exist with a vibrant, growing economy.  The Environment Plan sets 

out policies and action strategies that further the County’s goal of preserving, protecting 

and enhancing significant environmental resources and features.  The plan includes 

recommendations relating to the incorporation of environmentally sensitive development 

techniques, improvement of air quality, identification of problematic soil issues, 

preservation of native vegetation, enhancement of surface and groundwater quality, 

limitations of impervious surfaces and the protection of significant viewsheds.  The site 

will be completely graded and cleared and has no mapped ER (Environmental Resource) 

designation.  A small amount of moderately sloping area (15 to 25% slopes) is present on 

the eastern portion of this site. 

Proposal’s Strengths 

• Low Impact Design- Proposed parking exceeds site requirements. 

• Water Quality Monitoring- Contribution of $75.00 per acre to the Board of 

County Supervisors for the purpose of monitoring water quality. 

Proposal’s Weaknesses 

• Parking- The site exceeds zoning required parking (161 parking spaces required 

and 254 are proposed). 

• Existing Vegetation- Low percentage of existing vegetation will be preserved 

during the development of this site. 
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Fire and Rescue Plan Analysis 

Quality fire and rescue services provide a measure of security and safety that both 

residences and businesses have come to expect for the County.  The site is closest to the 

Dale City-Hillendale Fire and Rescue Station # 13.  It is estimated that the response time 

would be approximately 3.1 minutes, which is within the recommended 4.0 minute 

response time.   

Proposal’s Strengths 

• Monetary Contribution- The proffers require a monetary contribution of $0.56 

to be paid prior to occupancy permit, per square foot of building area to mitigate 

impacts on fire and rescue services. 

• Response Time- Per the proposed proffers, a fire suppression system (sprinklers) 

shall be installed within the proposed buildings if required by the Department of 

Fire and Rescue. 

 

Proposal’s Weaknesses 

• Station Capacity- The closest station exceeds capacity which could adversely 

affect response time.  A sprinkler system is proffered to mitigate this weakness. 

Potable Water Plan Analysis 

The property is within the Prince William County Service Authority service area.  Public 

water is available, but requires construction of off-site facilities and off-site easements to 

be acquired for water mains necessary to serve the site. 

Proposal’s Strengths 
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• Water Connection- Site is required to comply with zoning ordinance section 32-

250.74, which mandates connection of the site to public water service.  The 

proffers require the site design and construct all on-site and off site water utility 

improvements necessary to develop the subject use. 

Proposal’s Weaknesses 

• Requires off-site easements which will increase project costs and risks 

Sewer Plan Analysis 

The property is within the Prince William County Service Authority area. Public sever is 

available, but requires construction of off-site facilities and easements for sewer mains 

necessary to serve the site. 

Proposal’s Strengths 

• On balance, the application is found to be consistent with the relevant components 

of the Sewer Plan 

Proposal’s Weaknesses 

• Sewer Connection- Site is required to comply with Zoning Ordinance Section 

32-250.74, which mandates connection of the site to public sewer service.  The 

proffers require the design and construct all on-site and off-site utility 

improvements necessary to develop the subject use. 

Transportation Plan Analysis 

This project plans to have a right-in only access from Old Bridge road and access onto 

Troupe Street and Chinn Park Drive.  A Traffic Impact Analysis (TIA) was not required 

for this application because the proffer amendment does not involve adding trips to the 
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original approved rezoning application.  However, a TIA was submitted with the 

companion special use permit application for the Commerce Bank proposed on this site. 

Proposal’s Strengths 

• Level of Service- The site’s traffic is accounted for in the TIA previously 

completed for the Glen. 

• Prince William Parkway Access-No access onto the Prince William Parkway is 

proposed. 

Proposal’s Weakness 

• Old Bridge Road Access- Access to Old Bridge Road, a minor arterial is 

discouraged and functions without having access via Old Bridge Road. 

On Balance, this site is found to be consistent with the relevant components of the 

Transportation Plan. 

 

 

 

Level of Service (LOS) – impacts related to the proposed use of the property  

 
Fire and Rescue $0.56/sq 

ft 
Approx Building 
Area = 70,000 sq 
ft 

Contribution amount 
$39,648 

Water Quality Monitoring $75/acre 6.06 acres $454 
Transportation $0.26/sq 

ft 
60,000 $18,408 

Total   $58,510 
 
 
The development team estimates the proffers for this parcel at $875,000.  This figure is in 

addition to the Level of Service fees ($58,510) for a total amount of $933,510. 
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Project Design  

 
The project consists of two office buildings to be constructed of brick and glass 

curtain wall. Both buildings will be served by a total of 254 parking spaces to be 

constructed on asphalt with appropriate landscaping and striping. The main access point 

for the site is off Old Bridge Road, which will require a curb cut leading into the main 

drive. Both buildings will be visible from Old Bridge Road, Chinn Park Drive and Prince 

William Parkway.  

The interior space is arranged around a center core consisting of two elevators and 

stairwells. The column spacing is arranged so that there will be 33 feet of clearance space 

between the core and the outside walls of the building, permitting tenants flexible space 

for interior improvements.   

The following illustrations show the basic site plan, elevation and typical floor plan for 

the project.
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Site Plan 
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Elevation  
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Typical Floor Plan 
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Construction Schedule and Budget 
 
It is estimated that a 15 month construction period will be needed in each phase. Given 

current construction market conditions, cost projections for each phase are $8.3 Million 

for Phase 1 and $7.5Million for Phase 2 respectively. The following Tables provide an 

overview of the estimated construction budget and 15 month construction schedule (See 

pp 57-59). 
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Financing  
 

The section below provides a brief explanation of the financial aspects of the 

proposed William’s Bridge development. The section covers the development of the land 

in two separate phases as well as the sale of 1.6 acres of land immediately following 

acquisition of the site. The following tables provide the details supporting the 

explanations and conclusions below.  

Acquisition 

The subject site has been listed at $1.5 Million for the 6.06 acres of unimproved 

land. The investment strategy is to purchase the land for the asking amount and 

immediately transfer 1.6 acres of the land on the western portion of the site to the 

Commonwealth Bank. A sales agreement has been signed whereby Commonwealth Bank 

has committed to purchasing the 1.6 acres of land $2.3 Million. This $2.3 million dollars 

will then be used to provide equity in constructing the First-phase office development.  

Phase 1 Financing 

The first phase of development consists of an office building with 35,000 square 

feet of leaseable space. A lease commitment has been obtained from General Dynamics 

who have agreed to lease the entire 35,000 square feet of space at $27 a square foot, full 

service for seven years. General Dynamics has also committed to 3% increase in rents per 

year, which is consistent with the trend of market values in the area. In addition, GD will 

pay 40% of TIs and finance the balance over the first 7 year lease period. 
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Based on construction costs explained below, Phase 1 will cost $9 million to bring 

on-line. However, this cost is dramatically off set by the sale of the 1.6 acre retail parcel 

for $2.3 million. This brings total effective costs for Phase 1 to $6.7 million. 

The construction budget was developed on estimates of all site preparations, soft 

costs and hard costs. Hard shell construction cost is estimated to be $135.00 a square foot 

for building which is consistent with concrete construction costs in this area. Initial tenant 

improvements are estimated at $35.00 a square foot, based on prevailing costs and 

specifications from General Dynamics. Total construction costs before financing are 

estimated at $8.3 million. Construction financing costs for Phase I are estimated at 

$551,000, which includes $384,000 in construction interest. A construction loan can be 

obtained at 8.75% interest per year. This brings total construction costs to $6.9 million, 

with 15 month estimated as construction time for the building. 

Construction Costs have grown dramatically for the past three and a half years.  

The producer price index is projected to rise at an accelerated rate by the end of this year 

and into 2008, reaching the equivalent of 3% to 5% annual growth, according to the 

Associated General Contractors of America.  The consumer price index is expected to 

climb at the annual rate of 1.5% to 3%, which it has displayed in recent years. 

Despite a recent moderation in prices, the producer price index is 28% higher 

today than it was at the end of 2003, more than twice the rate of inflation seen in the 

consumer price index’s climb of 13% in the same period.  A drop in U.S. interest rates is 

likely to depress the dollar further, adding to the cost of fuel and other commodities used 

in construction the world over.  At the same time, wages for commercial labor are 

mushrooming as the pool of available workers thins.  Specialized construction wages 
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increased 4.7% from Jul 2006 to July 2007.  The Bureau of Labor statistics reported that 

nonresidential construction jobs increased by 1.5% from August 2006 to July 2007, 

outpacing overall job growth of 1.3%. 

Development costs are offset by the $2.3 million sale of the 1.6 acre retail site, 

bringing total costs for Phase 1, (including land acquisition) to $7.7 million. Using a 

Loan-to-Value ratio of 70%, financing of $6.3 million will be obtained. The 885,000 

remainder will be provided by William’s Bridge as an equity contribution. Current 

interest rates are at 6.25% for a commercial loan at a 25 year amortization. The yearly 

debt service on this loan is $410,000 bringing the first year Debt Service Coverage Ratio 

of 1.34, above the standard 1.2 safety threshold. 

Phase 2 - Financing 

Under the development strategy, Phase 2 will begin construction in Year 3 of the 

project. This phase consists of a 35,800 leaseable square foot building, projected to rent 

out at market rents of $27.50 a square foot. To be conservative, the analysis has been 

based on full service rents; hence in triple net deals or expenses concessions will improve 

return estimations. The analysis is also based on 3% increase in market rents per year, 

which is consistent with current market trend. 

Construction costs for this project are lower than the Phase 1 construction as 

architecture fees and site clearance for this phase were performed in phase 1. Hence, 

costs for this phase include base building, tenant, and necessary soft costs. It is estimated 

that building costs will be $135 a square foot for base building and initial tenant 

improvements will be $35 a square foot. Total costs associated with the construction are 

$7.5 million. Construction loan financing for this phase can be obtained at an 8.5% rate. 
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With an estimated 15 month construction period, interest expense for the construction 

loan would be approximately $317,000. In total, construction costs for this phase will be 

approximately $7.8 Million  

Using a loan to value ration of 70%, this $5.3 million can be financed at 6.25% 

with $1.0 million in equity, $4.1 million amortized over a 25 year period.  Yearly debt 

service for the loan will be $240,000, with a first year debt service coverage ratio of 1.29. 

As with Phase 1, the ratio of 1.3 is above the standard 1.2 threshold.  

Returns 

Under the development strategy which includes a 10 year holding period, with 

Phase II coming on line in year 3, the project generates considerable returns. Based on a 

terminal cap rate of 7%, the entire project can be sold at the end of the holding period for 

$18.3 million. This generates a total leveraged internal rate of return for the entire project 

at 36%. Using a 10% hurdle rate, the net present value of the project comes in at $8.6 

million. These numbers represent considerable returns, and illustrate the favorable 

financial opportunity presented by this development. 

Sensitivity Analysis 

 The credit crunch has decreased the availability of construction loans along with 

other forms of sort-term financing.  The Fed’s rate cut has the potential to further increase 

construction prices by increasing liquidity and, ultimately higher construction prices.   As 

a result, I chose to evaluate the impact of increasing the construction costs by 20% 

coupled with a 50 bases point increase (9.25%) in the construction loan interest rate. 

Phase 1 and 2 debt service coverage ratios fell below the 1.2 threshold in years 2 through 

9 with levels as low as .93.  Total project debt service coverage ratios didn’t meet the 1.2 
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requirement until year 5. In addition, the total project Cash flow after debt service 

became negative in years 2, 3 and 7 as a result of the increases in construction costs, 

coupled with the risk of lease renewal in year 7.  The IRR of the project also moved 

downward as a result of these increases from 45% to 32% but still remains favorable.   

 

 

  

The following tables provide the details of the financial analysis: 
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Financing – Executive Summary 
 

       
    Financial Ratios   
Total Project Size   70,800     

Total Project Cost   
 
$15,816,563.75  Phase 1     

Total Project Cost Per Sq 
Foot    $           223.40  Net Operation Income (NOI) 

 $  
2,732,671.42  

First 
Year 

       Cap Rate 8.50%   

Phase 1 Size   35,800  Project Value 
 
$12,500,000.00   

Phase 1 Cost   
 $  
7,492,792.40   Loan to Cost (LTC) 70%   

Phase 1 Cost per sq foot    $           209.30  Loan to Value (LTV) 70%   
Phase 1 Market Rent    $             27.00  Debt Coverage Ratio (DCR)                  6.28   

       Year 1 Cash Flow 
 $     
551,357.20    

Phase 2 Size   35000  IRR 45%   

Phase 2 Cost   
 $  
7,522,527.75         

Phase 2 Cost Per Square 
Foot    $           214.93  Phase 2     

Phase 2 Market Rent    $             27.75  Net Operation Income (NOI) 
 $     
598,356.55    

    Cap Rate 8.50%   

     Project Value 
 
$18,246,243.60   

    Loan to Cost (LTC) 70%   
    Loan to Value (LTV) 70%   
    Debt Coverage Ratio (DCR) 1.24   

    Year 1 Cash Flow 
 $     
598,356.55    

    IRR 34%   
          

    
Total Project (10 year 
Hold)     

          

    Reversion Value 
 
$18,246,243.60   

    Cap Rate 8%   
    IRR 45%   
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Financing Assumptions 
 
Income    
site/Building    
Total Site 6.06 acres 264519 
Pad Site 1.608 acres 70189.20 
Leaseable Office Phase 1 35,800 sf  
Leaseable Retail phase 1 15,000 sf  
Total Leaseable space Phase 
1 50,800 sf  
Leaseable Office Phase 2 35000 sf  
Leaseable Retail phase 2 12,000 sf  
 47000 sf  
    

Pad Sale 
 $  
2,316,243.60     

Market Rent (Phase1) 
 $             
27.00     

Sale Rate Pad Site 
 $             
33.00  sf  

Market Rent (Phase2) 
 $             
27.75     

Income Escalation 3% per year  
Residual Site 4.452 acres  
    
Development Expenses    

Total land cost 
 $  
1,515,000.00    

Land Cost-Pad Site 
 $     
801,243.60    

    

Development cost Phase 1 
 $  
8,294,036.00    

total cost Phase 1 
 $  
7,492,792.40    

    

Development cost Phase 2 
 $  
7,522,527.75    

    

Base Building Cost 
 $           
135.00  per sq ft  

Initial TI 
 $             
35.00  per sq ft  

Land Cost 
 $     
250,000.00  per acre  

    



 48

Financing Assumptions Continued 
 

Operating Expenses   
Expenses  $               6.50   
CAM area 10%  
CAM   $               5.00   
Vacancy 5%  
Reserves Phase 1  $     483,300.00   
Expenses Escalation 3%  
Real Estate Taxes  $               0.80   
Phase 1 Real estate Taxes  $     105,000.00   
Market Value @ end of    phase 1 
(pad site included)  $12,500,000.00   
Land value  $  2,316,243.60   
Improvement value  $15,930,000.00   

Market Value @ of end   phase 2  $18,246,243.60   
Phase 2 Only Real Estate Taxes  $       48,268.45   
Phase1 +2 Real Estate Taxes  $     153,268.45   
Management Fee 5%  
Reserves Phase 2  $     472,500.00   
Sales expenses 4%  
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Financing Assumptions Continued 
 

    
 Debt- Phase 1   
 phase 1   
 LTV 70%  
 Debt required  $   6,366,695.72   

 
Interest Rate 
construction 8.75%  

 Interest Rate perm 6.80%  
 Amortization 30  
 Required equity  $   1,927,340.28   
 Debt Service per Month  $       (44,011.66)  
 Debt Service per Year  $     (528,139.88)  
    
 Debt -Phase 2   
 LTV 70%  
 Debt-Required  $   5,265,769.43   
 Equity required  $   2,256,758.33   

 
Interest Rate 
construction 8.75%  

 Interest Rate perm 6.80%  
 Amortization 30  
 Debt Service per Month ($40,195.70)  
 Debt Service per Year ($482,348.40)  
    
 Hurdle Rate 12%  
 10 Year T 4.64%  
 Spread 7.3600% yrs 
    
 Depreciation 39  
 Tax Rate 6%  
 Cap Gains 15%  
    
      
 Building Size Phase 2 35000  
    
 Capitalization Rates   
 Terminal Cap Rate 8.50%  
 Going-In Cap Rate 7.50%  
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Roll-Over Analysis 

 
 Rate Probability Blended 
Tenant Improvements       
New Lease 25 25% 6.25 
Lease renewal 3 75% 2.25 

Blended TI     8.5 
    
Leasing Commission       
New Lease 6% 25% 1.50% 
Lease Renewal 3% 75% 2.25% 

Blended Commission     3.75% 
    
Downtime    
New Lease 6 25% 1.5 
Lease Renewal   75% 0 
Blended Downtime     1.5 
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Construction Budget – Phase 1 
 

Lot Size 6.06  

Pad Site 1.608  

Residual development site 4.452  

Construction Phase 1 35,800  

   
 Rate Phase 1 

Base Building  $            135.00   $        4,833,000.00  

Initial Tenant  $              35.00   $        1,253,000.00  

Site Work 4%  $           193,320.00  

Architect Fee 3%  $           144,990.00  

civil Engineering & Survey 2%  $             96,660.00  

Erosion Control Fee  $         5,000.00   $               5,000.00  

Site Plan Submission Fee  $         8,000.00   $               8,000.00  

Water & Sewer Hook Up Fee  $         3,500.00   $               3,500.00  

Predesign meeting  $              75.00   $                    75.00  

Building Permit/Site Permit  $                0.12   $               3,600.00  

Proffers  $     350,000.00   $           350,000.00  

Cert of O  $              45.00   $                    45.00  

Phase I environmental Study  $         3,500.00   $               3,500.00  

Soil borings and Testing  $         5,500.00   $               5,500.00  

Misc. Sort cost/Legal 8%  $           386,640.00  

contingency 10%  $           483,300.00  

Insurance  $         5,000.00   $               5,000.00  

     $        7,775,130.00  
   $        7,775,130.00  

Financing Fees-Constr. Lender 1%  $             48,330.00  

financing Fees- Permanent lender 1%  $             12,530.00  

Financing Fees- Broker 1%  $               1,933.20  

Construction Loan Interest    $             62,793.20  

   
Total Cost    $        7,837,923.20  
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Construction Budget – Phase 2 
 
Building Size 35000  
   
 Rate Phase 2 
Base building  $     135.00   $  4,725,000.00  
Initial Tenant  $      35.00   $  1,225,000.00  
site work  8%  $     378,000.00  
Erosion Control Fee  $  5,000.00   $        5,000.00  
Water & Sewer Hook Up Fee  $50,000.00   $       50,000.00  
Building Permit/Site Permit  $        0.12   $           69,300  
Cert of Occupancy  $     250.00   $           250.00  
Misc. soft costs/Legal 8%  $     378,000.00  
Contingency 10%  $     472,500.00  
Insurance  $  5,000.00   $        5,000.00  
      
Total Hard/Soft costs    $  7,308,050.00  
   
   
Financing Fees-Constr. Lender 1%  $       73,080.50  
Financing Fees-Permanent lender 1%  $       73,080.50  
Financing Fees- Broker 1%  $       73,080.50  
Construction Loan Interest     
     
Total Cost    $  7,527,291.50  
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Construction Loan – Phase 1 
 

       
Amount financed  $6,366,695.72   Month Draw  Interest    Balance  
Interest Rate 8.75%  1  $   424,446.38  $       3,094.92   $     427,541.30 
Interest Rate 0.73%  2  $   424,446.38  $       6,212.41   $     858,200.09 
Construction 
Period 15  3  $   424,446.38  $       9,352.63   $  1,291,999.11 
Draw  $   424,446.38   4  $   424,446.38  $     12,515.75   $  1,728,961.24 
   5  $   424,446.38  $     15,701.93   $  2,169,109.55 
   6  $   424,446.38  $     18,911.35   $  2,612,467.27 
   7  $   424,446.38  $     22,144.16   $  3,059,057.82 
   8  $   424,446.38  $     25,400.55   $  3,508,904.75 
   9  $   424,446.38  $     28,680.69   $  3,962,031.82 
   10  $   424,446.38  $     31,984.74   $  4,418,462.94 
   11  $   424,446.38  $     35,312.88   $  4,878,222.20 
   12  $   424,446.38  $     38,665.29   $  5,341,333.87 
   13  $   424,446.38  $     42,042.15   $  5,807,822.40 
   14  $   424,446.38  $     45,443.63   $  6,277,712.41 
   15  $   424,446.38  $     48,869.91   $  6,751,028.70 
       
   Total  $6,366,695.72  $   384,332.98   $  6,751,028.70 
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Construction Loan – Phase 2 
 

       
Amount financed  $5,265,769.43   Month Draw  Interest    Balance  
Interest Rate 8.75%  1  $   351,051.30  $    2,559.75   $     353,611.04 
Interest Rate 0.73%  2  $   351,051.30  $    5,138.16   $     709,800.50 
Construction Period 15  3  $   351,051.30  $    7,735.38   $  1,068,587.17 
Draw  $   351,051.30   4  $   351,051.30  $  10,351.53   $  1,429,990.00 
   5  $   351,051.30  $  12,986.76   $  1,794,028.05 
   6  $   351,051.30  $  15,641.20   $  2,160,720.55 
   7  $   351,051.30  $  18,315.00   $  2,530,086.85 
   8  $   351,051.30  $  21,008.30   $  2,902,146.45 
   9  $   351,051.30  $  23,721.23   $  3,276,918.97 
   10  $   351,051.30  $  26,453.95   $  3,654,424.22 
   11  $   351,051.30  $  29,206.59   $  4,034,682.11 
   12  $   351,051.30  $  31,979.31   $  4,417,712.71 
   13  $   351,051.30  $  34,772.24   $  4,803,536.24 
   14  $   351,051.30  $  37,585.53   $  5,192,173.07 
   15  $   351,051.30  $  40,419.34   $  5,583,643.71 
       
   Total  $5,265,769.43  $317,874.28   $  5,583,643.71 
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Phase 1 Permanent Debt Service 
 
 

Construction loan 
balance phase 1 

 $  
6,751,028.70       

perm Interest rate 6.80%      
Term 30 years       
Payment (yearly) ($528,139.88)      

payment per month 
 $      
(44,011.66)      

       
Beginning Loan 
amount principle interest  

total 
payment 

Year End Loan 
Amount   

 $           
6,751,028.70  

 $       
69,069.93  

 
$459,069.95 $528,139.88 

 $            
6,681,958.77  2009  

 $           
6,681,958.77  

 $       
73,766.68  

 
$454,373.20 $528,139.88 

 $            
6,608,192.09  2010  

 $           
6,608,192.09  

 $       
78,782.82  

 
$449,357.06 $528,139.88 

 $            
6,529,409.27  2011  

 $           
6,529,409.27  

 $       
84,140.05  

 
$443,999.83 $528,139.88 

 $            
6,445,269.22  2012  

 $           
6,445,269.22  

 $       
89,861.57  

 
$438,278.31 $528,139.88 

 $            
6,355,407.65  2013  

 $           
6,355,407.65  

 $       
95,972.16  

 
$432,167.72 $528,139.88 

 $            
6,259,435.49  2014  

 $           
6,259,435.49  

 $     
102,498.26  

 
$425,641.61 $528,139.88 

 $            
6,156,937.23  2015  

 $           
6,156,937.23  

 $     
109,468.15  

 
$418,671.73 $528,139.88 

 $            
6,047,469.08  2016  

 $           
6,047,469.08  

 $     
116,911.98  

 
$411,227.90 $528,139.88 

 $            
5,930,557.10  2017  

 $           
5,930,557.10  

 $     
124,862.00  

 
$403,277.88 $528,139.88 

 $            
5,805,695.11  2018 

End of holding 
period 
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Phase 2 Permanent Debt Service 
 

Construction loan balance 
phase 2 Stabilized  $  5,265,769.43      
perm Interest rate 6.80%      
Term 30 years       
Payment (yearly) ($482,348.40)      
payment per month ($40,195.70)      
       
       
Total cost Phase 1 & 2 
combined Stabilized  $11,396,423.50      
perm Interest rate 6.80%      
Term 30 years       
Payment (yearly) ($1,010,488.27)      
payment per month ($84,207.36)      
       
       
Stabilized Debt Service 
Phase 2 only       

Beginning Loan amount principle interest  
total 
payment 

Year End Loan 
Amount   

 $                      5,265,769.43  $124,276.08 
 
$358,072.32 $482,348.40  $      5,141,493.35  2011  

 $                      5,141,493.35  $132,726.85 
 
$349,621.55 $482,348.40  $      5,008,766.50  2012  

 $                      5,008,766.50  $141,752.27 
 
$340,596.12 $482,348.40  $      4,867,014.23  2013  

 $                      4,867,014.23  $151,391.43 
 
$330,956.97 $482,348.40  $      4,715,622.80  2014  

 $                      4,715,622.80  $161,686.05 
 
$320,662.35 $482,348.40  $      4,553,936.75  2015  

 $                      4,553,936.75  $172,680.70 
 
$309,667.70 $482,348.40  $      4,381,256.06  2016  

 $                      4,381,256.06  $184,422.98 
 
$297,925.41 $482,348.40  $      4,196,833.07  2017  

 $                      4,196,833.07  $196,963.75 
 
$285,384.65 $482,348.40  $      3,999,869.32  2018

End of 
holding 
period 
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Stabilized Cash Flow – Phase 1 
 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

           
PPAD Site 
Sale 

 $         
2,316,243.60           

Lease 
income 

 $           
966,600.00   $   995,598.00  

 $        
1,025,465.94  

 $        
1,056,229.92  

 $             
1,087,916.82  

 $       
1,120,554.32  

 $             
1,154,170.95  

 $           
1,188,796.08   $         1,224,459.96  

 $          
1,261,193.76  

Potiential 
Gross 
Income 

 $        
3,282,843.60   $   995,598.00  

 $        
1,025,465.94  

 $        
1,056,229.92  

 $             
1,087,916.82  

 $       
1,120,554.32  

 $             
1,154,170.95  

 $           
1,188,796.08   $         1,224,459.96  

 $          
1,261,193.76  

Vacancy/Bad 
Credit 

 $            
(164,142.18) 

 $    
(49,779.90) 

 $            
(51,273.30) 

 $             
(52,811.50) 

 $               
(54,395.84) 

 $         
(56,027.72) 

 $              
(57,708.55) 

 $             
(59,439.80) 

 $             
(61,223.00) 

 $           
(63,059.69) 

Effective 
Gross 
Income 

 $           
3,118,701.42  

 $     
945,818.10  

 $           
974,192.64  

 $         
1,003,418.42  

 $            
1,033,520.97  

 $      
1,064,526.60  

 $           
1,096,462.40  

 $           
1,129,356.27  

 $          
1,163,236.96  

 $          
1,198,134.07  

Expenses 
 $         
(232,700.00) 

 $  
(239,681.00) 

 $         
(246,871.43) 

 $         
(254,277.57) 

 $              
(261,905.90) 

 $      
(269,763.08) 

 $            
(277,855.97) 

 $             
(286,191.65) 

 $          
(294,777.40) 

 $         
(303,620.72) 

Management 
Fee 

 $            
(48,330.00) 

 $    
(49,779.90) 

 $            
(51,273.30) 

 $             
(52,811.50) 

 $               
(54,395.84) 

 $         
(56,027.72) 

 $              
(57,708.55) 

 $             
(59,439.80) 

 $             
(61,223.00) 

 $           
(63,059.69) 

Property 
Taxes 

 $          
(105,000.00) 

 $  
(105,000.00) 

 $         
(105,000.00) 

 $          
(105,000.00) 

 $              
(105,000.00) 

 $       
(105,000.00) 

 $             
(105,000.00) 

 $            
(105,000.00) 

 $           
(105,000.00) 

 $          
(105,000.00) 

           
Net 
Operating 
Income 

 $         
2,732,671.42  

 $    
551,357.20  

 $           
571,047.92  

 $            
591,329.35  

 $                 
612,219.23  

 $         
633,735.81  

 $              
655,897.89  

 $             
678,724.82   $            702,236.57  

 $           
726,453.66  

           

Debt Service 
 $          
(410,922.70) 

 $  
(410,922.70) 

 $         
(410,922.70) 

 $          
(410,922.70) 

 $              
(410,922.70) 

 $       
(410,922.70) 

 $             
(410,922.70) 

 $            
(410,922.70) 

 $           
(410,922.70) 

 $          
(410,922.70) 

 Reserves         
 $             
(50,000.00) 

 $            
(50,000.00) 

 $           
(50,000.00) 

Blended TI       
 $            
(255,000.00)    

Blended 
Leasing 
Commissions       

 $                 
(41,117.34)    

Blended 
Downtime           

           
CF-After 
Debt 
Service 

 $         
2,321,748.72  

 $    
140,434.50  

 $            
160,125.22  

 $            
180,406.65  

 $                
201,296.54  

 $           
222,813.11  

 $                 
(51,142.15) 

 $               
217,802.12  

 $              
241,313.87  

 $           
265,530.96  

           

DCR 
                             
6.65  

                      
1.34  

                             
1.39  

                             
1.44  

                                 
1.49  

                           
1.54  

                                
1.60  

                               
1.65  

                               
1.71  

                             
1.77  
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Stabilized Cash Flow – Phase 2 
 
 

 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

           

Lease income 
 $           
971,250.00  

 $       
1,000,387.50  

 $       
1,030,399.13  

 $      
1,061,311.10  

 $  
1,093,150.43  

 $   
1,125,944.94  

 $  
1,159,723.29  

 $   
1,194,514.99  

 $  
1,230,350.44  

 $  
1,267,260.95  

Potential Gross Income 
 $           
971,250.00  

 $       
1,000,387.50  

 $       
1,030,399.13  

 $      
1,061,311.10  

 $  
1,093,150.43  

 $   
1,125,944.94  

 $  
1,159,723.29  

 $   
1,194,514.99  

 $  
1,230,350.44  

 $  
1,267,260.95  

Vacancy/Bad Credit 
 $          
(48,562.50) 

 $           
(50,019.38) 

 $           
(51,519.96) 

 $     
(53,065.55) 

 $    
(54,657.52) 

 $     
(56,297.25) 

 $     
(57,986.16) 

 $    
(59,725.75) 

 $       
(61,517.52) 

 $     
(63,363.05) 

Effective Gross Income 
 $          
922,687.50  

 $           
950,368.13  

 $          
978,879.17  

 $  
1,008,245.54  

 $  
1,038,492.91  

 $  
1,069,647.70  

 $    
1,101,737.13  

 $  
1,134,789.24  

 $   
1,168,832.92  

 $   
1,203,897.91  

Expenses 
 $        
(227,500.00) 

 $        
(234,325.00) 

 $        
(241,354.75) 

 $  
(248,595.39) 

 $ 
(256,053.25) 

 $  
(263,734.85) 

 $  
(271,646.90) 

 $ 
(279,796.30) 

 $    
(288,190.19) 

 $  
(296,835.90) 

Management Fee 
 $          
(48,562.50) 

 $           
(50,019.38) 

 $           
(51,519.96) 

 $     
(53,065.55) 

 $    
(54,657.52) 

 $     
(56,297.25) 

 $     
(57,986.16) 

 $    
(59,725.75) 

 $       
(61,517.52) 

 $     
(63,363.05) 

Property Taxes 
 $          
(48,268.45) 

 $          
(48,268.45) 

 $         
(48,268.45) 

 $     
(48,268.45) 

 $    
(48,268.45) 

 $     
(48,268.45) 

 $    
(48,268.45) 

 $    
(48,268.45) 

 $     
(48,268.45) 

 $     
(48,268.45) 

           

Net Operating Income 
 $          
598,356.55  

 $           
617,755.30  

 $         
637,736.02  

 $      
658,316.15  

 $    
679,513.69  

 $      
701,347.15  

 $   
723,835.62  

 $   
746,998.74  

 $    
770,856.76  

 $     
795,430.51  

           

Debt Service ($482,348.40) ($482,348.40) ($482,348.40) ($482,348.40) ($482,348.40) ($482,348.40) ($482,348.40) ($482,348.40) ($482,348.40) ($482,348.40) 

 Reserves            

Blended TI           

Blended Leasing Commissions           

Blended Downtime           

           

CF-After Debt Service 
 $             
116,008.16  

 $            
135,406.91  

 $          
155,387.62  

 $     
175,967.75  

 $     
197,165.29  

 $     
218,998.76  

 $    
241,487.22  

 $   
264,650.35  

 $    
288,508.36  

 $      
313,082.12  

           

DCR 1.24  1.28 1.32 1.36 1.41  1.45 1.50 1.55 1.60 1.65 
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After-Tax Cash Flow – Phase 1 
 
 
 
 

` 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

BTCF 
 $                    
2,204,531.54  

 $                                                  
23,217.32  

 $       
42,908.04  

 $        
63,189.48  

 $      
84,079.36  

 $    
105,595.93  

 $    
(168,359.33) 

 $    
100,584.94  

 $               
124,096.69  

 $     
148,313.79  

                      

Depreciation  
 $                        
320,512.82  

 $                                               
320,512.82  

 $      
320,512.82  

 $      
320,512.82  

 $    
320,512.82  

 $    
320,512.82  

 $      
320,512.82  

 $    
320,512.82  

 $               
320,512.82  

 $    
320,512.82  

Interest 
 $                       
459,069.95  

 $                                              
454,373.20  

 $     
449,357.06  

 $     
443,999.83  

 $    
438,278.31  

 $    
432,167.72  

 $       
425,641.61  

 $     
418,671.73  

 $                
411,227.90  

 $   
403,277.88  

Taxable Income 
 $                    
1,424,948.77  

 $                                             
(751,668.70) 

 $    
(726,961.84) 

 $     
(701,323.18) 

 $   
(674,711.77) 

 $  
(647,084.61) 

 $     
(914,513.77) 

 $  
(638,599.61) 

 $            
(607,644.03) 

 $ 
(575,476.92) 

Tax 
 $                         
85,496.93  

 $                                                 
(45,100.12) 

 $       
(43,617.71) 

 $     
(42,079.39) 

 $     
(40,482.71) 

 $    
(38,825.08) 

 $     
(54,870.83) 

 $     
(38,315.98) 

 $              
(36,458.64) 

 $    
(34,528.62) 

                      

After-Tax CF 
 $                     
2,119,034.62  

 $                                                  
68,317.44  

 $       
86,525.75  

 $      
105,268.87  

 $    
124,562.06  

 $      
144,421.01  

 $      
(113,488.51) 

 $    
138,900.92  

 $               
160,555.33  

 $    
182,842.40  
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After-Tax Cash Flow – Phase 2 
 

 2011 2012 2013 2014 2015 2016 2017 2018 2019 

BTCF 
 $                         
135,406.91  

 $                                               
155,387.62  

 $      
175,967.75  

 $       
197,165.29  

 $    
218,998.76  

 $    
241,487.22  

 $     
264,650.35  

 $   
288,508.36  

 $                
313,082.12  

          

Depreciation  
 $                        
147,339.58  

 $                                               
147,339.58  

 $      
147,339.58  

 $      
147,339.58  

 $    
147,339.58  

 $    
147,339.58  

 $      
147,339.58  

 $    
147,339.58  

 $               
147,339.58  

Interest 
 $                        
349,621.55  

 $                                               
340,596.12  

 $     
330,956.97  

 $     
320,662.35  

 $   
309,667.70  

 $    
297,925.41  

 $     
285,384.65  

 $       
271,991.11  

 $              
257,686.82  

Taxable Income 
 $                      
(361,554.22) 

 $                                            
(332,548.08) 

 $   
(302,328.79) 

 $   
(270,836.64) 

 $ 
(238,008.52) 

 $ 
(203,777.77) 

 $    
(168,073.88) 

 $  
(130,822.33) 

 $               
(91,944.28) 

Tax 
 $                        
(21,693.25) 

 $                                                
(19,952.88) 

 $       
(18,139.73) 

 $      
(16,250.20) 

 $      
(14,280.51) 

 $     
(12,226.67) 

 $      
(10,084.43) 

 $      
(7,849.34) 

 $                  
(5,516.66) 

          

After-Tax CF 
 $                          
157,100.16  

 $                                               
175,340.50  

 $       
194,107.48  

 $       
213,415.49  

 $   
233,279.27  

 $    
253,713.89  

 $     
274,734.78  

 $   
296,357.70  

 $               
318,598.77  
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After-Tax Cash Flow – Project 
 
 
 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

BTCF 
 $                        
173,087.63  

 $                                                  
23,217.32  

 $      
182,586.37  

 $       
228,311.59  

 $    
(113,165.99) 

 $    
323,918.45  

 $      
(13,023.24) 

 $   
425,347.77  

 $              
478,356.83  

 $    
532,956.13  

           

Depreciation  
 $                       
467,852.40  

 $                                               
320,512.82  

 $     
467,852.40  

 $     
467,852.40  

 $   
467,852.40  

 $   
467,852.40  

 $     
467,852.40  

 $   
467,852.40  

 $              
467,852.40  

 $   
467,852.40  

Interest 
 $                       
459,069.95  

 $                                              
454,373.20  

 $     
778,874.43  

 $      
763,124.69  

 $   
746,303.96  

 $   
728,339.43  

 $       
709,153.31  

 $   
688,662.53  

 $                  
271,991.11  

 $   
257,686.82  

Taxable Income 
 $                    
1,424,948.77  

 $                                             
(751,668.70) 

 $ 
(1,088,516.06) 

 $ 
(1,033,871.26) 

 $ 
(977,040.56) 

 $   
(917,921.25) 

 $ 
(1,152,522.29) 

 $ 
(842,377.38) 

 $              
(775,717.91) 

 $ 
(706,299.25) 

Tax 
 $                         
85,496.93  

 $                                                 
(45,100.12) 

 $      
(65,310.96) 

 $     
(62,032.28) 

 $    
(58,622.43) 

 $    
(55,075.27) 

 $       
(69,151.34) 

 $    
(50,542.64) 

 $              
(46,543.07) 

 $    
(42,377.96) 

           

After-Tax CF 
 $                     
2,119,034.62  

 $                                                  
68,317.44  

 $      
243,625.91  

 $     
280,609.37  

 $    
318,669.54  

 $   
357,836.50  

 $       
119,790.76  

 $     
392,614.81  

 $                
435,290.11  

 $    
479,200.10  

           

 
 
 
 
 
 
 
 



 63

Returns Summary 
 
Calculation of 
Basis    
    
Improvement 
Stabilized Project 
Value At end of 
Phase 2    $ 15,930,000.00  

Annual depreciation 
 $                  
408,461.54    

Holding period 
(years) 10   

Less depreciation   $   4,084,615.38  
    
Basis at sale   $ 11,845,384.62  
Land value   $   2,316,243.60  
    
depreciated basis of 
property   $ 14,161,628.22  
    
Calculation of 
Taxes at Sale    
    
Sales Price   $ 18,246,243.60  
Less: Selling 
Expenses  

 $     
(729,849.74)  

Net sale price   $ 17,516,393.86  

less: basis  
 
$(14,161,628.22)  

Gain on sale   $   3,354,765.64  
Capital gains tax rate  28%  
Taxes   $      939,334.38  
    
Calculation of Sales 
Proceeds    
    
Sale price-end of 
year 10   $ 18,246,243.60  

Less: selling 
expenses  

 $     
(729,849.74)  

Less: taxes  
 $     
(939,334.38)  

less: loan payoff  
 
$(10,081,758.87)  

Proceeds from sale   $   6,495,300.60  
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Phase 1 Return Summary 
 

  2009 2010 2011 2012 2013 

Unleveraged 
 $  
(9,095,279.60)  $   2,732,671.42  

 
$551,357.20 

 $ 
571,047.92 

 $ 
591,329.35  

 $ 
612,219.23 

IRR 8%           

Leveraged 
 $  
(1,927,340.28)  $   2,732,671.42  

 
$551,357.20 

 $ 
571,047.92 

 $ 
591,329.35  

 $ 
612,219.23 

IRR 80%      
 
 

2014 2015 2016 2017 2018 2019 
 $ 
633,735.81  

 
$655,897.89  

 $   
678,724.82  

 $   
702,236.57  

 
$726,453.66  

 $ 
7,246,697.88  

            
 $ 
633,735.81  

 
$655,897.89  

 $   
678,724.82  

 $   
702,236.57  

 
$726,453.66  

 $ 
7,246,697.88  
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Phase 2 Return Summary 

 
 

 
 

  2011 2012 2013 2014 

Unleveraged 
 $  
(7,303,425.00) 

 $      
617,755.30  

 
$637,736.02 

 $   
658,316.15  

 $   
679,513.69  

IRR 9%         

Leveraged 
 $  
(2,191,027.50) 

 $      
617,755.30  

 
$637,736.02 

 $   
658,316.15  

 $   
679,513.69  

IRR 35%     
 
 

2015 2016 2017 2018 2019 
 $   
701,347.15  

 $   
723,835.62  

 $   
746,998.74  

 $   
770,856.76  

 
$7,290,731.12  

          
 $   
701,347.15  

 $   
723,835.62  

 $   
746,998.74  

 $   
770,856.76  

 
$7,290,731.12  
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Project Return Summary 
 
 

Combined 
Return  2009 2010 2011 2012 2013 
       

Unleveraged 
 $ 
(16,398,704.60) 

 $   
2,732,671.42  

 
$551,357.20 

 
$1,188,803.22 

 
$1,229,065.37 

 
$1,270,535.38 

IRR 7%           

Leveraged 
 $  
(4,118,367.78) 

 $   
2,732,671.42  

 
$551,357.20 

 
$1,188,803.22 

 
$1,229,065.37 

 
$1,270,535.38 

IRR 40%      
 
 

2014 2015 2016 2017 2018 2019 
      
 
$1,313,249.50  

 
$1,357,245.04  

 
$1,402,560.44 

 
$1,449,235.31 

 
$1,497,310.42  

 
$14,537,428.99 

            
 
$1,313,249.50  

 
$1,357,245.04  

 
$1,402,560.44 

 
$1,449,235.31 

 
$1,497,310.42  

 
$14,537,428.99 
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Net Present 
Value 10 Year-Holding Period 
   
Discount 
Rate Net Present Value 
8.0% $10,604,065.79  
8.5% $10,089,874.02  
9.0% $9,601,747.76  
9.5% $9,138,193.64  
10.0% $8,697,812.28  
10.5% $8,279,291.95  
11.0% $7,881,402.63  
11.5% $7,502,990.50  
12.0% $7,142,972.84  
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