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EXECUTIVE SUMMARY 

 

In 2005, the Baltimore Development Corporation issued and awarded a request for proposals to 

redevelop two lots in the Charles/North Urban Revitalization Area.  One of these two lots 

includes the former Chesapeake Restaurant at 1701-1709 N Charles Street, which has been 

vacant for over twenty years.  For several years the city struggled to take control of the 

structures on these lots, but has recently completed acquisition.   

 

 
      Source: http://architectureandtravel.wordpress.com/ 

 

In 2008, The BDC managed a study of the Charles North area that resulted in a master plan 

recommending close to $1 billion worth of construction to redevelop the area and revitalize the 

center of Baltimore City.  One of the projects called out as a momentum starter included 

redevelopment of the Chesapeake Restaurant.  The plan suggests rehabilitation of the existing 

building for retail and office space, the construction of a 15 to 30 story residential tower, and a 

robotic parking garage.  

 

This Practicum will examine the feasibility of a project based on this concept and delineate a 

plan for executing it.  The findings and highlights are summarized as follows: 

 

� The neighborhood surrounding the intersection of Charles Street and North Avenue, 

known as Charles North, has for some time been considered a place to avoid, but has 

recently become a hot spot for arts, entertainment, and nightlife. 

� The property’s proximity to Penn Station, a spur of the light rail, and several bus lines 

make it an ideal Transit Oriented Development site. 

� Central Commercial zoning (B-5-2), the highest available in the city, has been designated 

for this site.  The 14.0 Floor Area Ratio associated with this will allow for a building of 

215,698 square feet. 

� While the Urban Renewal Plan discourages the demolition of contributing structures, 

this plan proposes the demolition of the Chesapeake Restaurant in order to start fresh 

with a new building that will accommodate modern tenant requirements.  For this 

reason, historic tax credits will not be available.  If required, replication of the façade 

that is torn down could be accomplished. 
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� Most traditional sources of demographic data do not show adequate growth of certain 

key indicators in the area and in the city in general.  The Baltimore DrillDown, among 

others, has taken a closer look and found signs of positive growth.  It has tabulated the 

population of an area deemed “Station North” to be 16,299 with an average household 

income of $46,059; numbers that are significantly greater than the 2000 Census and the 

traditional 2007 estimates.  Multiple sources describe the market for downtown housing 

as consisting largely of young professionals. 

� Several sources of rental housing demand not considered in many studies include riders 

of the MARC Penn line, students from the nearby University of Baltimore and MICA, as 

well as growth generated by activities at Aberdeen Proving Ground and Ft. Meade 

related to the Base Realignment and Closure Act (BRAC). 

� A capture rate analysis shows that even at the low end, this project should capture 

demand from 124 individuals based on these alternate sources alone. 

� An analysis of five competitive multifamily rental properties suggests the following unit 

mix and starting rental rates:  

Unit Type Size (SF) Quantity 2012 Starting Rent Rent/SF 

Studio 600 36   $ 881   $ 1.47  

1 BR 1 BA 770 77   $ 1,431   $ 1.86  

2 BR 2 BA 1,350 40   $ 1,762    $ 1.30  

 

� Phoenix Development, LLC will be established to develop, own, and operate this project.  

This report is written from the perspective of the developer. 

� The Phoenix will be a mixed use development, with 12,442 gross square feet of ground 

floor retail, 30,000 gross square feet of office space, and a 90 car parking garage, in 

addition to the above mentioned apartments that fill a 28-story tower. 

� A project budget of $33,736,978 has been developed that includes $3,916,322 of soft 

costs and $25,339,178 of hard costs. 

� Financing will be comprised of $8,736,978 of equity, 70% of which will be sought from 

an outside investor, and a $25,000,000 construction loan at 6.5% 

� A ten year PILOT agreement will be needed to allow the project to achieve returns 

attractive to investors.  Suggested terms are 5% of the incremental property taxes for 

the first three years following construction (in addition to the full amount of pre-

construction taxes), 10% for the next three years, and 15% for the final four years.  The 

project would pay full property taxes following the PILOT term. 

� Over a hold period of 20 years, the project will generate an average unleveraged yield 

on NOI of 8.39% per year, an average return on equity of 9.14% per year, an equity IRR 

of 10.51%, and an equity multiple of 3.73, all of which make this a sturdy, worthwhile 

investment. 
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EXISTING SITE & NEIGHBORHOOD DESCRIPTION  

 

1701-1709 North Charles Street currently consists of two lots (tax record addresses 1701 and 

1707) totaling 8,176 square foot (.19 acre) of land area with a 4 story building that formerly 

housed the Chesapeake Restaurant.  20 East Lanvale Street, a 7,231 square foot (.17 acre) 

parking lot, sits between the Chesapeake Restaurant and Lovegrove Street in the rear.  22 & 24 

East Lanvale Street is a 2,400 square foot site on the opposite side of Lovegrove St that contains 

two 3-story vacant townhouses.  The final lot that will be developed is 30 E Lanvale Street, 

which is currently a 3,572 square foot surface parking lot.  See Appendix A for the Tax Records. 

  
Figure 1 

 

 Source: Baltimore City iMap  

1701 N Charles 

1707 N Charles 

20 E Lanvale 

24 E Lanvale 

22 E Lanvale 

30 E Lanvale 
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In order to build one building on this site (excluding the parking garage), 1701 N Charles St, 

1707 N Charles St, and 20 E Lanvale Street must be legally assembled in to one lot.  In order to 

build the parking garage, 22, 24, & 30 E Lanvale St will have to be assembled in to one lot.  The 

Planning Commission would have to approve these changes following a detailed review process 

by several city agencies outlined in the city’s Development Guidebook.1 

 

The Chesapeake Restaurant building is comprised of 5 former brownstones that have been 

joined together in a very complex manner on the interior.  The only remaining exterior evidence 

that they were brownstones is the façade of the three upper floors.  The first level contains 

brick and a wooden ‘storefront’ system along the Charles Street frontage and the rear of the 

building is made of concrete block, or CMU.  Brick clads the entire side of the building facing 

Lanvale Street.   

 
 Figure 2: The former Chesapeake Restaurant as it exists today 

 
    Source: Abe Yoffe 

 

While the property has been sitting vacant for some time, the entire rest of the block on the 

East side of Charles Street is occupied and vibrant.  Immediately to the North is Tapas Teatro, 

Baltimore’s first tapas restaurant, which opened in 2001.  The Charles Theater was renovated in 

1999, converted from one theater to five, and is now the site of where the majority of the 

entries in the Maryland Film Festival are screened.  Everyman Theatre is the northernmost 

tenant on the block, and has enjoyed success there, but has plans to move across town.  Sofi’s 

Crepes is wedged into a nook between The Charles and Everyman.   

 

On the other side of the block, The Metro Gallery hosts art exhibits, musical performances, and 

movie screenings.  A dry cleaning establishment at 1704 N Charles St. sits between the Metro 

Gallery and a parking lot, and just to the north of that is a 4 story (including the roof) parking 
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garage.  Also on this side of the street is 1722, an after-hours club; Club Charles, a venerable 

hipster bar with art deco décor; The Zodiac Restaurant, which closed in late 2008; The Depot, a 

quirky dive bar and live music venue; and DryTear, a counter-culture clothing and accessories 

store.  The property on the northern corner is currently vacant, but the owner, who also owns 

Club Charles and The Zodiac, has plans to open a 1930’s sci-fi style diner.2 

 

Just across W Lafayette Avenue to the North is a gas station on the right hand side and The 

Walbert Building on the left at 1800 North Charles Street.  To the south of The Chesapeake 

Restaurant site is a parking lot and Penn Station.  The station is Baltimore’s most noteworthy 

rail stop; it serves Amtrak, the MARC Train Penn line, and a spur of the Light Rail. 

 

Additional art-related establishments in the area to the North include The Strand Theater, the 

Station North Arts Café and Gallery, Load of Fun Studios, Hour Haus, Joe Squared, Area 405, and 

iBar.  More traditional businesses include McDonalds, the Korean American Grocers 

Association, The Maryland Geological Survey, Maryland Reprographics, WYPR offices and 

studios, Baltimore Lab School, the Baltimore City Public Schools Administration building, and 

others. 

 

Just a few blocks to the South, The University of Baltimore and the Maryland Institute College 

of Art anchor the northern edge of Mount Vernon.  These two institutions continue to grow and 

expand.  MICA now occupies space on North Avenue and recently completed a new dormitory 

building called The Gateway, while UB has recently selected a designer for its new law school 

building, which will be located at the northeast corner of N. Charles St. and E. Mount Royal Ave.  

Cutting between the two neighborhoods is I-83, the main highway connecting the northern 

suburbs and the city, with an average daily volume of more than 113,000 cars.3 

 

The intersection of Charles and 

North Avenue, and the area 

surrounding it known as Charles 

North, is truly the center of 

Baltimore City.  Its central location 

and proximity to Penn Station and I-

83 make it an ideal Transit Oriented 

Development site.  In addition to 

the MARC and Light Rail that are 

within walking distance, two bus 

lines travel up Charles Street.  Johns 

Hopkins also operates a shuttle 

between the Homewood Campus 

and JHMI that stops at Penn Station 

going northbound and southbound. 

It is no surprise that this area was 

Figure 3 

Source: Maryland Transit Administration 
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the first in the city to receive designation by the state as an arts and entertainment district.  

While some parts of the neighborhood may appear bleak, there is plenty of evidence that this is 

in fact a vibrant community full of interesting places and creative people.  Its almost complete 

lack of national chain brands and stores holds a certain appeal for this urban population that 

can’t be replicated or fabricated. 

 

 

ZONING & LAND USE REGULATIONS 

 

Urban Renewal Plan 

 

The Urban Renewal Plan (URP) for the Charles/North Revitalization Area, one of 43 throughout 

Baltimore (see Appendix B), is the city’s official document governing land use in the area.  

Originally approved in October 1982, it has since been amended seven times, most recently in 

November of 2007.  Understanding this document is a key component of executing a successful 

development on this site. 

 

The Urban Renewal Plan first delineates a boundary for the area and establishes a set of goals 

and objectives.  Some of these goals are quite obtuse, such as “bringing about a general 

physical improvement of the area through coordinated public improvements”, while others 

such as “creating a demolition review process that encourages the retention of significant 

existing structures” are more specific.   

 

Changes to zoning, via the “Land Use Plan” section of the URP and the associated maps 

(Appendix C), are one of the most significant factors of this document.  Per the plan, the 

Chesapeake Restaurant site and much of the Charles/North area is now zoned B-5-2, Central 

Commercial.  This is the same zoning as the Central Business District, so it is clear that the city’s 

intention is to revitalize the neighborhood by creating a highly dense area.  The Floor Area Ratio 

(FAR) allowed by this plan is 14.0.  When multiplied by the combined lot sizes of 1701-1709 N 

Charles St. and 20 E Lanvale St., this FAR allows for a “maximum permissible floor area [of 

215,698 square feet] for the principal structure and all accessory structures on the lot.”4  A 

building of 83,608 square feet can be constructed on the combined 20, 24, & 30 E Lanvale lot.  

The zoning code has provisions for FAR premiums if the building is set back from any of the lot 

lines.  Due to the limited size of this site and the nature of the structure being built on it, these 

premiums will not be available.  The URP also sets limits on allowable uses of property beyond 

the underlying zoning found in the Zoning Code of Baltimore City.   

 

The true purpose for the Urban Renewal Plan is to enable the city, through the Department of 

Housing and Community Development, to use eminent domain to acquire properties it has 

identified for “clearance and redevelopment, for rehabilitation, or for public improvements.”5 

1701-1709 N Charles St. and 22 & 24 E Lanvale St. are called out for acquisition in this URP.   

Phoenix Development, LLC already owns 20 & 30 E Lanvale St, so those lots will not have to be 

acquired by the city. 
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Another major aspect of this document is the establishment of design guidelines for 

renovations and new construction.  The guidelines address parking design, façade appearance, 

signage, storefronts, and more.  A number of properties are classified as Contributing 

Structures, including 1701-1709 N Charles St.   The plan attempts to prevent the demolition of 

these buildings by setting forth that “the FAR for that part of the new development that is 

within the boundaries of the original lot of the demolished building is reduced from the FAR 

that is allowed in the Zoning Code of Baltimore City for that part of the new development site 

to the actual FAR of the building that was demolished.”6  Despite all of these regulations, the 

DHCD still reserves the right to review and approve any plans and waive compliance with any of 

the standards. 

 

Arts & Entertainment District 

 

The property lies in the Station North Arts & Entertainment District.  This designation allows 

access to tax credits for renovations for “artists or an arts and entertainment purpose” and a 

waiver of the admissions and amusement tax that certain establishments must pay.  According 

to Article 83A section 4-701, if an artist resides in a residence in this district, or if art is created, 

displayed or performed in a property in this district, the owner of the property may claim a 

property tax credit on the “proportion of the building used by a qualifying residing artist or an 

arts and entertainment enterprise.”7  

 

There are several reasons, however, why we are not counting on receiving this credit at this 

time.  First, there will not be a concerted effort to attract an artistic enterprise as a commercial 

tenant since the goal of this development is to provide the neighborhood with services it 

currently lacks.  Additionally, the retail asking rent for a new building like this will most likely be 

too high for arts-related tenants.  If a significant section of the retail space is ultimately rented 

to an arts and entertainment enterprise, however, it would be prudent to apply for the relevant 

credit.  Second, the proportion of the building that would qualify by residing artists is too small 

and too difficult to track; the tax credit is designed for smaller buildings.  

 

National Register Historic District 

 

The former Chesapeake Restaurant building falls within the North Central Historic District 

(Figure 4) as designated by the National Register of Historic Places.  It is listed as a contributing 

structure in the Charles North URP, but not by any other body.  It could be eligible for city 

and/or state rehabilitation tax credits if we weren’t planning on tearing it down.  While the URP 

includes measures designed to discourage demolition of contributing structures, we believe an 

exemption can be obtained for this project for the following reasons: 

• We will agree to maintain or replace the two façades that face public streets, essentially 

ensuring the look of this portion of the building remains unchanged 

• The interior of the building has several dividing walls that make it difficult to provide the 

free-spanning spaces required by modern retail and office tenants. 
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• Rehabilitation of the existing property and connecting it to an addition will be too costly 

and difficult compared with demolition and all new construction 

 
 Figure 4 

 
    Source: National Register of Historic Places 

 

Community Meetings 

 

Meeting with members of the community is an essential aspect of the development process in 

Baltimore City.  Community approval will be required prior to any Planning Commission, 

UDARP, or other public hearing approvals.  Regardless of the requirements, Phoenix 

Development believes in a proactive and cooperative approach to open dialogue with 

community members.  Addressing their concerns, meeting their needs, and incorporating good 

suggestions can only help ensure quick public approvals, community good will, and increase the 

project’s chances for success.   

 

Green Building Law 

 

In August 2007, Baltimore City enacted a law requiring all buildings applying for a building 

permit after July 1, 2009 to be built to standards equivalent to LEED Silver.8  This project will not 

only adhere to this regulation, but will apply for official certification by the US Green Building 

Council.   
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In January 2009, the USGBC, which created and administers the LEED certification program, 

approved an update to the system, which was released on April 27, 2009. In order to achieve a 

Silver rating, a project must receive between 50 and 59 total points.  Each of the points reflects 

a certain criteria by which the project is more environmentally friendly than a non-certified 

building.  The attached check sheet (Appendix D) reflects the points we believe this project 

could obtain. 

 

Inclusionary Housing 

 

Subtitle 2B of Article 13 of the Baltimore City Code, enacted by Ordinance 07-474, established 

Inclusionary Housing requirements.  They state that residential projects of more than 30 units 

that receive major public subsidy must ensure that “at least 20% of all residential units will be 

Affordable units.”  However, the ordinance also states that if the RFP for the project was issued 

prior to the adoption of the regulation, the Inclusionary Housing requirements are not 

applicable.  Since the RFP was issued and awarded in 2005, and the ordinance was enacted in 

2007, The Phoenix is not subject to these regulations and does not need to provide Affordable 

units.9  

 

 

MARKET ANALYSIS 

 

Economic trends 

 

The credit crunch and financial crisis of late 2008 only served to deepen the economic recession 

that officially began in December of 2007.10  Defaults on subprime mortgages and the resultant 

value destruction of the mortgage backed securities that were based on them are the primary 

cause of this turmoil.  The real estate market has understandably ground to a virtual halt, in 

large part due to the lending drought.  A disheartening example of the magnitude of the crisis is 

that one in five US mortgages are now “upside down”.11  

 

There are numerous views about when the economy will begin to recover, so it is clear that one 

of the greatest challenges this project could face will be obtaining financing if the credit 

markets don’t open up by the Fall of 2010.  For the time being, though, we must forge ahead 

with optimism.  It is better to begin the design process now and delay later, if necessary, than 

to be behind the curve on the whole project when the situation improves.  One positive aspect 

of this environment, however, is that design fees and construction costs will be more 

competitive because businesses are hungrier for work. 

 

Demographics 

 

At first glance, the demographic information traditionally used in market studies may not 

appeal to most that study it.  A thorough review of more accurate figures, and the factors 
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driving growth in the neighborhood, will reveal the true potential that the Charles North area 

holds.  

  

Demographic information presented on CoStar (who obtains it from Claritas, a national 

provider of demographic information), shows a declining population and number of households 

from 2008 to 2013 within a one mile, three mile, and five mile radius around 1701-1709 N 

Charles St.   

 
Figure 5 

 
 

Source: CoStar 

 

Presenting a more positive outlook, the Downtown Partnership, in its “Outlook 2012,” reported 

that  

 

“In 2006, the City’s Planning Department estimated that net outmigration had 

dropped to approximately 100 households. As a result, the Maryland Department of 

Planning estimated the City’s 2005 population at 643,000, and projected 654,200 

people in 2010, a modest increase for the first time since the 1950s.”  

Population 1 mile 3 mile 5 mile 

2000 Census 55,835 337,374 617,627 

2008 Estimate 53,713 326,395 604,542 

2013 Projection 52,536 319,989 596,501 

Growth 2000-2008 -3.80% -3.25% -2.12% 

Growth 2008-2013 -2.19% -1.96% -1.33% 
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This study provides a wealth of demographic information about the population of downtown 

Baltimore, and “paints a very positive picture of Baltimore’s future.” 12 

 

The U.S. Department of Housing and Urban Development’s analysis of the city also confirms 

that  

 

“Despite overall population declines in the city, significant population growth has 

occurred in the 15 census tracts encompassing downtown Baltimore and the 

surrounding areas. Since 2000, the population of the downtown area has grown by 

670, or 1.9 percent, annually, to its current level of 40,400, and it is expected to add 

another 700 people a year through 2011.”13 

 

The Baltimore DrillDown, by analyzing a wide variety of sources and focusing on certain urban 

economic indicators, has uncovered even more positive findings.  Along with the city as a 

whole, one of the thirteen markets profiled is an area defined as “Station North” (Appendix E), 

which is another moniker for Charles North.  Some key conclusions of the DrillDown include the 

following:  

 
Figure 6 

 Station North Baltimore 
Population 16,229 663,717 

Growth over 2000 Census 15% 3.1% 

% higher over 2007 traditional estimate 24.7% 6.4% 

Households 8,440 267,068 

Growth over 2000 Census 18% 3.5% 

% higher over 2007 traditional estimate 27.4% 4% 

Ave. Household Income $46,059 $51,806 

Growth over 2000 Census 36% 22.5% 

% higher over 2007 traditional estimate 22.1% 5.3% 

Ave. Income of new homebuyers $90,042 $75,513 

Aggregate Neighborhood Income $389 Million $13.8 Billion 

Growth over 2000 Census 60% 26.6% 

% higher over 2007 traditional estimate 55.4% 9.5% 

Median Home Sale Value $225,588 $145,749 

Growth over 2000 Census 236% 111% 

% higher over 2007 traditional estimate 97.3% 31% 

Source: Baltimore DrillDown   

 

These figures clearly demonstrate strong positive growth in Station North and that the 

neighborhood’s vital signs exceed the city average.   
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CoStar data actually projects strong growth in consumer spending in the area (Figure 7), which 

will drive retail sales and demand for retail space. 

 
   Figure 7 

Average Annual Household Consumer Spending 

 1 mile 3 mile 5 mile 

2008 28,630 33,920 35,533 

2013 35,309 41,925 43,897 

% growth 23% 24% 24% 
Source: CoStar    

 

Employment (by SOC code) in the Baltimore-Towson MSA in May 2007 (Figure 8) reflects a 

higher percentage of white collar employment, which suggests an educated, high-income 

earning workforce. 

 
Figure 8 Baltimore-Towson: May 2007

67,990

69,530

42,710

27,590

20,790

14,520

84,680

15,460

74,930

35,700

101,120

41,090

29,910

133,180

224,180

1,630

69,830

48,470

51,310

80,390

15,820

- 50,000 100,000 150,000 200,000 250,000
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Business and Financial Operations  (130000)

Computer and Mathematical  (150000)

Architecture and Engineering  (170000)

Life, Physical, and Social Science  (190000)

Community and Social Services  (210000)

Legal  (230000)

Education, Training, and Library  (250000)

Arts, Design, Entertainment, Sports, and Media  (270000)

Healthcare Practitioner and Technical  (290000)

Healthcare Support  (310000)

Food Preparation and Serving Related  (350000)

Building and Grounds Cleaning and Maintenance  (370000)

Personal Care and Service  (390000)

Sales and Related  (410000)

Office and Administrative Support  (430000)

Farming, Fishing, and Forestry  (450000)

Construction and Extraction  (470000)

Installation, Maintenance, and Repair  (490000)

Production  (510000)

Transportation and Material Moving  (530000)

 
Source: Bureau of Labor Statistics 

 

The most highly represented age group of people living within 1 mile of the subject property is 

25-34, at 19.83%.14 

 

According to the Downtown Partnership of Baltimore, “the household groups that comprise the 

potential market for Downtown housing units are: 
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• Younger singles and childless couples including, among others, graduate 

 students, teachers, or other higher-education affiliates; young professionals, 

 junior executives, small business owners, “knowledge workers,” and retail 

 or service employees. (45%); 

• Well-to-do empty nesters and retirees, a third of whom would be moving 

 from the suburbs (38%); and 

• A range of urban families (17%).” 15 

 

ESRI describes a significant portion of the population of the 21201 zip code as Metro Renters: 

 

Residents are young (approximately 30 percent are in their 20s), well-educated 

singles beginning their professional careers in some of the largest U.S. cities such 

as New York City, Chicago, and Los Angeles. The median age is 33.8 years; the 

median household income is $59,730. As the name Metro Renters implies, most 

residents are renting apartments in high-rise buildings, living alone or with a 

roommate. Their interests include traveling, reading two or more daily 

newspapers, listening to classical music and public radio programs, and surfing 

the Internet. For exercise, they work out regularly at clubs, play tennis and 

volleyball, practice yoga, ski, and jog. They enjoy dancing, attending rock 

concerts, going to museums or the movies, and throwing a Frisbee. Painting and 

drawing are favorite hobbies. Politically, this market is liberal.16 

 

Supply & Demand Analysis 

 

There are several sources of demand and growth potential that likely go unaccounted for by 

most surveys.  

 

The first is riders of the MARC Penn Line, which stops at nearby Penn Station.  Approximately 

20,000 commuters a day use this form of travel.  The Penn Line runs from as far North as 

Perryville to as far South as Union Station in Washington, DC, with 11 stops in between.  

Significant stops along the way include Aberdeen and BWI.  A new, high-profile mixed use 

project just steps away from Penn Station will attract some riders looking to reduce their 

commute time and use of their car.17 

   

A second source of demand growth will come from the University of Baltimore.  With over 

500,000 square feet of space just a few blocks to the South, this institution plays a vital role in 

the neighborhood (Appendix F). Scheduled for completion in 2012, a new 190,000 square foot 

law center will capture the city’s imagination with the progressive design of Stefan Behnisch 

and provide the school with additional room to grow.  Projections for student growth at this 

institution are shown in Figure 9. 
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Figure 9 

 
Source: University System of Maryland 

 

The Maryland Institute College of Art (MICA) is another significant source of demand in the 

neighborhood.  While it only had about 900 students ten years ago, current enrollment consists 

of 1,600 undergraduates and 250 graduate students.  According to the staff of the Office of 

Residence Life, 55% of undergraduates typically live off-campus.  For the upcoming semester, 

the amount of students requesting to live on campus exceeds MICA’s capacity by 180. 

 

Base Realignment and Closure (BRAC) 

 

Additional demographic growth will be generated over the coming years as a result of BRAC, 

the base realignment and closure activities that will transfer personnel to Aberdeen Proving 

Ground, Ft. Meade, and other Maryland military bases.  Along with expansion at these sites, 

job-growth will occur in industries that directly and indirectly support base activity, as well as 

those that capture the increased business and consumer expenditures of the expanded 

population. 

 

RESI of Towson University has projected the following impacts on household growth in the 

region: 
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              Figure 10 

 
              Source: RESI of Towson University 

 

In Figure 11 they have also extrapolated the increased amount of renters as a result of BRAC.   

As both Aberdeen Proving Ground and Ft. Meade are both in the immediate vicinity of stops on 

the Penn Line, it is plausible that some of the renters in Baltimore City would choose to live 

within walking distance of Penn Station.     

 
            Figure 11 

 
             Source: RESI of Towson University 
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The Sage Policy Group has estimated office space demand that will be created due to the 

activities of BRAC at Aberdeen Proving Grounds alone, some of which will locate in Baltimore 

City (Figure 12).   Similarly detailed information about office space demand as a result of BRAC 

at other bases is unavailable.   Companies doing business either directly or indirectly with the 

military or defense contractors located at Aberdeen or Ft. Meade, and especially ones that deal 

with both, may choose to occupy office space at this location due to the ease of access to both 

bases via the MARC. 
       

 Figure 12: Allocation of BRAC-related office space demand: three cases (square feet) 

Jurisdiction  Mid-case Low case High case 

Harford County  2,081,869  1,559,138  2,395,067  

Baltimore County  861,210  479,975  1,412,411  

Cecil County  241,588  187,607  297,437  

Lancaster County  42,633  36,020  47,055  

New Castle County  42,633  36,020  47,055  

Baltimore City  173,381  80,446  314,531  

York County  93,792  79,245  103,520  

Total  3,537,107  2,458,452  4,617,076  

 Source: The Sage Policy Group 

 

Baltimore City is also expected to see a slight increase in retail space (Figure 13).  Again, these 

projections account for only the changes BRAC will have on Aberdeen Proving Ground and not 

Ft. Meade, which will also be affected in a major way. 

 
  Figure 13: Allocation of BRAC-related retail space: three cases (square feet) 

Jurisdiction Mid-case Low case High case 

Harford County  474,312  400,745  523,506  

Baltimore County  347,261  242,774  477,693  

Cecil County  119,983  98,335 138,090 

Lancaster County  25,501  21,545  28,145  

New Castle County  38,831  32,472  43,490  

Baltimore City  58,942  36,300  90,233  

York County  56,101  47,400  61,920  

Total  1,120,931  879,571  1,363,077  

 Source: The Sage Policy Group 

 

By combining data from CoStar and the DrillDown we can observe the relationship between 

retail space, population, and households in several geographies (Figure 14).  The Station North 

area (as defined by the DrillDown, and recreated in CoStar (Appendix G)) stands out as a hub of 

retail activity.  This high ratio of retail to population, compared with the rest of the city, 

demonstrates that people from outside the immediate vicinity treat it as a destination for 

shopping.  
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Figure 14: Comparison of Retail Space, Population, and Households 

 Station North 1 Mile 3 mile Balt City 

SF Retail Space: 1,473,160 1,918,392 14,986,916 35,610,206 

% of Balt City Total 4% 5% 42% 100% 

Population: 16,229 53,713 326,395 663,717 

% of Balt City Total 2% 8% 49% 100% 

Households: 8,440 21,712 128,789 267,068 

% of Balt City Total 3% 8% 48% 100% 

SF Retail/person 90.77 35.72 45.92 53.65 

SF Retail/HH 174.55 88.36 116.37 133.34 

Source: CoStar & Baltimore DrillDown 

 

If the growth of the downtown population continues at 2%, as cited by HUD, and the ratio of 

retail space per person remains steady, demand for retail space will grow as follows: 

 
Figure 15 

Source: Projections by Abe Yoffe based on CoStar & Baltimore Drilldown data 

 

Capture Rate Analysis 

 

In order to forecast the amount of residential rental units demanded by just the alternate 

sources listed above, a capture rate analysis has been performed.  Low, Medium, and High 

capture rates have been uniquely selected for each source.  Even at the lowest rates, a total 

capture of 124 renters could be expected, a significant proportion of The Phoenix’s capacity 

(Figure 16). 

 

 

 

 

Geographic Area Projected Retail Demand Growth 

SF Retail per capita 2008 2010 2012 2014 

Station North 16,229 16,885 17,567 18,276 

90.77 1,473,160 1,532,676 1,594,596 1,659,017 

1 Mile 53,713 55,883 58,141 60,490 

35.72 1,918,392 1,995,895 2,076,529 2,160,421 

3 Mile 326,395 339,581 353,300 367,574 

45.92 14,986,916 15,592,387 16,222,320 16,877,702 

Baltimore City  663,717 690,531 718,429 747,453 

53.65 35,610,206 37,048,858 38,545,632 40,102,876 
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Figure 16 

 Low Medium High 

MARC Ridership 0.5% 1.0% 1.5% 

20,000 100 200 300 

UB Full Time Student Growth 2011-2012 5% 10% 20% 

105 5 11 21 

MICA 5% 10% 15% 

180 9 18 27 

BRAC Renters- Baltimore City 3% 5% 7% 

331 10 16 23 

TOTAL 124 245 371 

Source: Projections by Abe Yoffe based on various data previously cited 

 

Zimmerman/Volk Associates, as reported by the Downtown Partnership, has determined that 

the annual market potential for market-rate multi-family units in downtown Baltimore is 2,980.  

An annual capture of between 20% and 40% of the potential multi-family market is achievable, 

yielding 596 to 1,192 new units per year.  The Phoenix will be well positioned to capitalize on 

that demand growth.18 

 

Residential Competitive Supply 

  

Five market rate apartment buildings were studied in order to shed some light on the 

competitive rental market.  They were chosen for their proximity to the subject, their similarity 

in quantity of units and unit mix, and their success. 

 

The Railway Express Lofts at 1501 St. Paul Street is far smaller than the proposed development, 

but is the closest and most recent project in the area.  A renovation of the former Parcel Post 

facility that was completed in 2008, Railway Express contains 30 loft style apartments ranging 

from 956 to 1,554 square feet.  The building also contains commercial tenants and a café on the 

first floor.  The units are larger than average, although the price per square foot is in line, and 

the building is almost at full occupancy.  This is a prime example of the potential this 

neighborhood holds. 

 

The next closest comparable is Henderson House Apartments, managed by Bozzuto.  Built in 

1900 and rehabbed in 1987, it contains 120 units, many of which are occupied by UB and MICA 

students.  Apartments features include individually controlled heating and air conditioning, fully 

equipped kitchens, and a washer/dryer.  Most one bedroom units average $1,180 for 770 

square feet, or $1.53 per square foot.  The majority of two bedroom units average $1,455 for 

$1,030 square feet, or $1.41 per square foot.  Three bedroom apartments rent for an average 

of $1,610 for 1,100 square feet, or $1.46 per square foot.  Vacancy is extremely limited. 

 

The renovation of the Professional Arts Building at 101 W Read Street has recently been 

completed and has just begun leasing 96 units in the heart of historic Mount Vernon.   
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Apartment features include individually controlled heating and air conditioning, fully equipped 

kitchens, a washer/dryer, high ceilings, jacks for high speed cable, phone & Internet (including 

Verizon FIOS), and an intercom to the front door.  Building amenities include secure card 

access, a fitness center, a community room, and a business center.  Studios average $885 for 

514 square feet.  The majority of units are one bedrooms and average $1,198 for 713 square 

feet, or $1.68 per square foot.  Two bedroom units rent for an average of $1,482 for 1,097 

square feet, or $1.35 per square foot. 

 

With 144 units, The Munsey is closest in that regard to The Phoenix.  Renovated in 2002, this 18 

story high rise is one of only a few residential properties located in the business district.  This 

proximity, however, allows for easy access to the Inner Harbor, cultural & sporting events, and 

a wide array of restaurants and nightlife.  Apartment features include fully equipped kitchens 

with islands, a washer and dryer, and walk-in closets.   The building has a fitness center and a 

business center, concierge service, and valet parking.  One bedrooms are the most common 

type of unit, and rent for an average of $1,478 for 805 square feet, or $1.84 per square foot.  

There are a few one bedroom, one and a half bath units in the Munsey that average $1,801 for 

914 square feet, or $1.97 per square foot.  Two bedroom units average $2,075 for 1,219 square 

feet, or $1.70 per square foot.   

 

The Centerpoint, a combination of a renovation and a new building that fills an entire city block, 

is in the heart of the Westside renewal.  It also affords easy access to downtown’s many 

attractions and activities, although offers lower price points than The Munsey.  Apartments 

include a washer and dryer, are internet ready, and hardwood floors and exposed brick in the 

renovated units.  The building has a lounge with a billiards room, on-site garage parking, a 

fitness center and a business center, and access control.   One bedroom units average $1,059 

per month for 736 square feet, or $1.44 per square foot, and two bedroom units average 

$1,355 for 1,005 square feet, or $1.35 per square foot. 

 

See Appendix H for more detailed profiles of competitive apartment buildings along with a 

comparison of unit sizes and rental rates. 

 

The Downtown Partnership lists 838 rental units that are currently under construction in the 

downtown area that are expected to deliver in 2009 and 2010.  An additional 530 units are 

listed as being in the planning stages for delivery in 2011.19  These figures don’t include The 

Fitzgerald, a 280 unit Bozzuto project at the corner of Howard and Mt. Royal. 

 

Vacancy Rates 

 

Delta Associates reports that vacancy in stabilized Class A apartment communities around the 

Baltimore Metro area stands at 5.3%, which is lower than the national average of 6.6%.20   

 

A market study conducted in 2006 for the Railway Express project reported a vacancy rate of 

2.9% in 23 multifamily rental communities in the market area.  By excluding Symphony Center, 



 

JHU MSRE Practicum   

Spring 2009 20 Abe Yoffe 

which was still leasing up at the time, the vacancy rate for the remaining 22 communities was 

1.6%.21  These low figures are an excellent indicator of the substantial demand that exists in 

downtown Baltimore.   

 

CoStar reports a 10.2% vacancy rate in three buildings of Class A office space in the Midtown 

submarket and a 6.6% rate in 146 Class B buildings.  CoStar data also shows a vacancy rate of 

only 4.5% for retail space in the submarket.  

  

 

DESIGN & CONSTRUCTION 

 

The Phoenix will be a classic mixed use development, with retail on the ground level, 2 floors of 

office space above, and a residential tower.  In order to maintain a scale along Charles Street 

similar to what currently exists; the retail and office portion of the building will stand in the 

same place as the existing structure, but extend to the rear of the lot.  The residential portion of 

the development will be situated on the rear half of the lot closest to Lovegrove Street.   

Apartments will fill floors 4 through 28. 

 

If required by the city, the brownstone façade of the Charles Street frontage will be replaced in 

order to match the historic look and feel of the existing building.  The remainder of the 

building’s exterior skin will be brick, with windows spaced to strike a balance between 

maximizing daylight harvesting and minimizing solar heat gain that increases cooling 

requirements. 

 

While many new projects in downtown Baltimore have been deemed “luxury” apartments, The 

Phoenix will have a more modest design.  While striving for a modern look, material selection 

will be economical, such as using Corian instead of granite countertops, laminate instead of 

hardwood millwork, and medium grade appliances. 

 

In order to meet sustainability requirements, appeal to concerned urban dwellers, and enhance 

the aesthetics of the property, the roofs above the office space and parking garages will, at 

least partially, contain vegetation.  Green roofs are an important component of green buildings 

because they extend the life of the roof membrane, reduce the heat island effect and therefore 

HVAC cooling loads, and reduce storm water runoff.22 

 

Additional methods and technologies incorporated into this project to obtain a LEED Silver 

rating will include the use of captured rainwater, recycled gray water, water-conserving 

fixtures, a high-performance HVAC system, a Building Automation System (BAS) in the non-

residential portions, recycled materials, regionally sourced materials, and low-emitting 

materials.  While some still debate the cost premiums and expense savings of building green, 

there is no doubt that this phenomenon has gone from emerging trend to mainstream.  As 

designers, contractors, and manufacturers become more familiar with it, and as more and more 

municipalities require it, green building practices and materials will become second nature.  In 
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fact, facilitiesnet.com reports that several studies have concluded that no additional costs are 

incurred due to building green.23   

 

On the 22, 24, & 30 E Lanvale lot, a 7 story, 90 space parking garage with retail on the ground 

level, will be constructed.  Most parking garages these days are constructed of precast concrete 

sections.  A masonry façade will help it blend in with the surrounding structures, and a bridge 

will connect it to the building across Lovegrove Street at the 5th level.  The Charles North 

Operations Manual suggested a robotic parking garage, but my calculations of the required 

parking spaces reveal that adequate parking can be achieved with a typical parking structure, 

which is much less expensive.24 In addition, 2 LEED points are available if the minimum parking 

required by zoning is met but not exceeded. 

 

 
Figure 17 
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For more detailed information on square footages, project assumptions, and basic information, 

see Appendix I. 

 

Construction Budget 

 

A total project budget of $33,736,978 has been formulated, which is broken down as follows: 

 

  % of Total 

Land Acquisition  $521,180  2% 

Soft Costs  $3,916,322  12% 

Hard Costs  $25,339,178  75% 

Contingency (10%)  $2,977,668  9% 

Escalation to 2010  $982,630  3% 

Total  $33,736,978   
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This results in a total cost per square foot of $157 and a total cost per residential unit of 

$220,370. 

 

Construction unit costs consist of $80 per square foot for shell retail and office space, plus $15 

in Tenant Improvements for office space.  Residential construction costs have been budgeted at 

$125,000 per unit.  The parking garage is expected to cost $20,000 per space.  Costs are also 

included for furnishings in the lobby, leasing office, lounge/party room, and fitness center, as 

well as $180,000 for telecommunications equipment and $50,000 for a security system. 

 

For a detailed breakdown of the project budget, see Appendix J. 

 

Schedule 

 

The schedule found in Appendix K represents an estimated timeline for this project.  It spans 

from the pre-development meeting with the Department of Planning to the day occupancy can 

begin in the residential tower.  Reviews by the Department of Planning and permit review are 

the items that can have the most dramatic effect on the schedule.  It is difficult to predict the 

amount of time various agencies will require to review plans or how many times they will 

require revisions.  An open dialogue and persistent attention will be needed to keep the project 

progressing forward through the various steps.  Community groups can also hold up the process 

if they are not satisfied that their concerns are being addressed. 

 

Procurement of the new design team will begin immediately following the pre-development 

meeting.  A schematic design for presentation to the city should be ready within five months.  

Following the necessary approvals, the design could be completed in another nine months.  

During this time, the development team will seek financing and finalize negotiations with the 

city for purchase of the land.   

 

Once the construction documents are complete they will be put out for bid by the construction 

manager; pricing for all trades should be finalized within a month.  Demolition of the existing 

property could begin immediately, as demo permits can be obtained prior to the building 

permit being released.  Construction is expected to take eighteen months, with a completion 

date of August 2012.  After twelve months of construction, however, the retail and commercial 

space should be ready for occupancy, as the remainder of the work at that point will be 

contained to the residential tower. 

 

The original RFP and the Charles North Operations Manual call for a redevelopment of the 

Chesapeake Restaurant building to quickly “re-activate” the property and the street life.  We 

don’t believe this could be accomplished more than a few months sooner than the scheduled 

opening of the commercial space provided here, nor does it make sense financially.  Any 

phasing of the design process wouldn’t necessarily save a great amount of time due to the 

required coordination necessary to link the existing and new structures, and it would cost more.  

Government approvals and permitting would take just as long.  Performing construction in two 
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separate phases would cost more as well, since mobilization costs would be incurred twice, and 

construction costs could likely escalate between the buy-outs of each phase.   

 

 

DEVELOPMENT TEAM 

 

Broker 

 

A project cannot be successful unless the space can be leased.  The real estate brokerage team 

will provide information regarding retail and office market conditions, including supply and 

demand.  They will advertise the space, utilize their connections to attract tenants, provide 

guidance on a marketing strategy, and help negotiate leases.  Because they are familiar with 

typical tenant requirements, they will be included during the design phase to help make sure 

the space will be attractive to a wide range of potential tenants.  

 

Several local firms will be interviewed and the selection will be made based on experience, 

professionalism, a willingness to develop a unique strategy, and commission rate.  The 

brokerage team must have experience leasing both retail and office space, good market 

presence, and in-depth local market knowledge. 

 

Legal 

 

The legal team will be called upon to perform the following functions: 

• draft articles of incorporation (as an LLC) 

• draft, review, and assist in negotiating:  

� contracts 

� purchase and sale agreements 

� leases 

� agreements with the city 

� equity partnership agreements 

� loan documents 

 

A legal team is essential for any size project.  They will play an important role in this one, so the 

selection of a good team is essential.  The team will be selected by interviewing several local 

firms that have individuals dedicated to the real estate practice.  The decision will be based 

upon experience, identification of potential challenges, approachability, and fee.  In performing 

the functions above, their main objective will be to identify and limit the risks faced by the 

development team. 

 

Architects & Engineers 

 

The architect will serve many more roles than just as the designer of the building.  They will first 

be engaged, along with the brokers, to help develop a program for the project.  Once 
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established, the architects will present several schematic designs for selection by the 

development team.  The approved schematic design will be developed further through the 

Design Development and Construction Drawing phases.  The design team will be responsible for 

ensuring their design complies with all appropriate codes.  Certain members of the design team 

will be required to join the development team in presenting the design during meetings with 

community groups, Department of Planning Staff, and The Urban Design and Architecture 

Review Panel (UDARP).   Per the Department of Planning’s requirements, they will be required 

to present the following at the Schematic Design phase:  

 

• Location map and site plan that includes adjacent properties, buildings and context;  

• Photographs, preferably mounted on a board, that illustrate existing site conditions and 

surrounding context;  

• Elevations, floor plans, sections and landscape plan as developed;  

• Indication of topography on sites where grades are an issue; and  

• Simple site and/or massing model when challenging topography is an issue.  

• Alternative studies for site layout and building massing that have been considered.  

 

UDARP requires the following to be presented at the final design presentation: 

• Final site plan that has been approved by the Department of Planning Site Plan Review 

Committee (SPRC);  

• Elevations; and sections and floor plans if previously requested;  

• Completed landscape plan that includes a planting list and specifications;  

• Major building material samples that indicate surface treatment and color;  

• Proposed signage/graphic designs and locations;  

• Proposed exterior lighting fixtures and locations; and  

• Site and/or massing model. 

• The previous submission drawings to show how the project has progressed.25 

Several different types of engineers will be involved in the design process as well.  The following 

disciplines will be required for this project: 

• Civil/geotechnical 

• Structural 

• Electrical 

• Mechanical/Plumbing 

Other consultants that will be included in the design process are as follows: 

• Façade/Curtain Wall 

• Interior Design 

• Environmental 

• Elevator 
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• Lighting 

• Signage 

• Life Safety 

• Traffic/Parking 

• LEED 

• Aerodynamic/wind tunnel testing 

• Voice/Data/Television cabling distribution 

• MEP/LEED Commissioning 

Most of these engineers and consultants will be held as subcontractors by the lead architectural 

firm, although many firms have some disciplines in-house.  In most cases, the architect will 

suggest or select consultants they are familiar with.  The development team may prefer to use 

certain firms over others, but will work closely with the architects to select the best overall 

team for the project. 

The design team will also perform construction administration services during the construction 

phase of the project.  Tasks during this time will include answering Requests for Information 

(RFI) during the construction bid term, reviewing construction bids, attending construction 

progress meetings, reviewing change order requests, answering RFI’s during construction, 

creating punch lists and certifying their completion, and creating as-built drawings from the 

contractor’s ‘red-lines’.   

The development team may also call on the designer to provide graphics and/or renderings for 

marketing materials. 

 

Achieving a LEED Silver rating will be an important goal of this development, so the lead 

architect should have experience designing and building LEED projects; fortunately, most major 

firms do these days.  Depending on the depth of experience, a third party LEED consultant may 

be hired to provide assistance with various aspects of the project.  They would participate in 

the design process, help coordinate the required paperwork, review select submittals, and work 

with the contractor to establish required construction procedures. 

 

Since this project will not be a “trophy” building, the selection of the design team will not be 

based on a design competition.  Rather, a Request for Proposal that details all required tasks 

and consultants will be issued to certain firms that the development team is comfortable with, 

either because of positive past experiences, excellent recommendations, or esteem for certain 

design implementations.  

 

Construction Manager 

 

The construction management firm will be added to the team following the approval of the 

Schematic Design.  A good construction manager’s input in the design phase can save 

substantial amount of money.  As part of their pre-construction services, they will be asked to 
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prepare budgets and cost estimates based on varying levels of drawings, work with the design 

team to identify potential construction difficulties, identify material availability issues, and 

participate in the value engineering process if necessary.   

 

A Request for Proposal will be issued to several firms in the area that are capable of handling a 

project of this size.  The candidates will be asked to bid on pre construction services, General 

Conditions based on the project’s estimated cost and schedule, their Payment & Performance 

Bond rate, and the percentage of overhead and profit they will charge on the cost of work.   

 

Once the Construction Documents are complete, the CM will bid each trade out to at least 

three subcontractors and present the competitive pricing to the development team.  When the 

winning bidders are selected for each trade, the total cost will be converted to a stipulated sum 

 

During construction, the CM will manage the site, oversee the subcontractors, maintain steady 

communication with the design team to overcome coordination issues and field conditions, 

manage the submittal process, report on progress at weekly meetings, call for inspections, and 

submit requisitions for payment monthly. 

 

Marketing/Website 

 

A marketing/advertising firm will be hired to help develop the brand and image of the project.  

They will place appropriate advertisements and manage the creation of a website. 

 

Property Management 

 

A third party project management company will be hired to run the building once construction 

is complete.  This vendor will operate both the residential and commercial sections of the 

building.  They will have or hire cleaning and maintenance personnel, set residential rental 

rates, and advertise the project following the expiration of the marketing firm’s contract.  

Ownership will meet with property management on a quarterly basis to review performance, 

rental rates, marketing strategies, and capital expenditures. 

 

Ownership Entity 

 

Phoenix Development, LLC will be established as the developer and owner of the project.  As 

discussed further in the finance section, an additional equity partner will be required.  This 

investor will purchase 70% of the ownership shares in Phoenix Development, in accordance 

with the amount they are contributing, and an operating agreement will be negotiated to 

determine the decision making guidelines of each member.  An LLC makes the most sense in 

this situation because of the many benefits over other forms organization, such as: 
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• No member of the LLC could be held personally accountable for the company’s 

liabilities.  If something goes wrong, only the assets of the company would be at risk, 

and not the assets of the individuals involved. 

• An LLC is treated as a pass-through entity, so taxes are only assessed at the ownership 

level, not the entity level.  This avoids double taxation, which everyone wants to avoid. 

• Profits or investments can be distributed based on any method agreed upon in the 

operating agreement. 

• Interests in an LLC can be transferred easily, so it won’t be difficult to make any 

necessary changes regarding ownership in the LLC 

• An LLC allows for flexibility in the management structure of the entity.  It allows for 

members or non-members to act as managers and allows for the operating agreement 

to dictate the level of authority of each member and/or manager to bind the 

organization. 

 

 

MARKETING STRATEGY 

 

Named after the mythical bird that rises from its own ashes, The Phoenix represents the 

beginning of the rebirth of the Charles North area.  As the first project of its kind in the 

neighborhood in a long time, it will receive a great deal of publicity, along with its fair share of 

naysayers that will doubt its potential for success.  Playing on its role as the stepping off point 

for the rest of the Charles North Vision Plan, it will be touted as pioneering, but with a clear 

image of what lies ahead. 

 

The Phoenix will be branded as the city’s new hot spot for young professionals and students to 

live and work.  Its location in the Arts & Entertainment District and proximity to mass transit will 

be the main focal points of the marketing campaign.  Imagery of a vibrant city center, modern 

fonts, a bold color scheme, and trendy music on the website will help it appeal to younger 

renters.  Renderings depicting what the neighborhood will look like as the Vision Plan is carried 

out will allow potential residents and tenants to envision the denser urban environment that is 

to come. 

 

The brokerage team will seek retail tenants that are needed in the neighborhood, are likely to 

remain open in the evening, and that appeal to the artists, younger professionals, and students 

that reside in the area as well as the older and more assorted theater clientele.  Potential 

businesses include an independent bookstore, a coffee shop (or a combination of both), a 

stylish clothing store, a bank, a drug store, an art gallery, a restaurant/bar, an ice cream store, 

and a local version of a modern fast food type restaurant (Chipotle, Five Guys, etc.). 

 

The Baltimore DrillDown reveals that residents of Baltimore City are underserved by grocery 

stores with only 1.78 square feet per person, when the national average is 3 square feet.  The 

Station North area contains 3 grocery stores, or 1.87 square feet per person.  The nearest to the 
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Chesapeake Restaurant site is the Save-A-Lot at 2008 Maryland Ave, which is an extreme value 

store.  An estimated leakage of $4.2 million in grocery sales are spent by residents in other 

areas, and the neighborhood could potentially support an additional 12,258 square feet of 

grocery space.  A small, more upscale and possibly organic, grocery store would be successful in 

this neighborhood, as it would attract the more wealthy and creative residents.  While some 

might think a grocery store would be out of place in a block with restaurants, bars, and 

entertainment venues, Whole Foods in Harbor East has proven that this proximity can work. 

 

Partnering with UB 

 

A partnership with the University of Baltimore could be an important part of the residential 

leasing program.  According to the university’s Vice President for Facilities Management & 

Capital Planning, they actively promote private housing for their students.  If a contiguous block 

of units or floors were set aside for UB students, the university would include them in their 

student housing brochures, be actively involved in leasing them, and would rent one unit for a 

UB professional to live in and support students. 

 

Marketing and Advertising Program 

 

A comprehensive advertising program will be launched six months prior to the opening of the 

residential portion of the building.  It will consist mostly of print and internet based ads 

designed to appeal to the target audience of young professionals, artists, and students.  Ads will 

be placed in publications such as the Urbanite magazine, the City Paper, and Baltimore 

magazine; brochures will be placed in cafes and coffee shops, art galleries, and other shops and 

venues that have a place for them.  Since occupancy is expected to begin in August, booths will 

be rented at various outdoor festivals that occur throughout the spring and summer.  Banner 

ads will also be purchased on locally oriented websites.   

 

A website for the project will be created to show construction progress and provide 

information on leasing requirements, floor plans, rental rates, contact information, amenities, 

and the neighborhood.  It will have a form for prospective renters to fill out so leasing 

consultants can contact them with more information and set up an appointment.  Websites for 

the Professional Arts Building, www.thepab.com, and twelve09 North Charles, 

www.twelve09living.com, are good examples of project-specific websites.  

 

Unit Mix 

 

The apartment building will contain three different types of units in the following sizes and 

quantities: 
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            Figure 18 

Unit Type Size (SF) Quantity Units/Floor 

Studio 600 36 9 

1 BR 1 BA 770 77 7 

2 BR 2 BA 1,350 40 4 

 

These sizes were chosen after careful examination of the competitive supply of rental housing 

and to maximum the efficiency of each floor.  They are about average when compared to other 

similar projects, although the 2 bedroom & 2 bathroom unit is slightly larger than most.  For a 

detailed comparison of competitive rental properties, see Appendix H 

 

Due to the small footprint of the tower and for simplicity purposes, there will be only one type 

of unit on each floor and the floor plan will be the same for each unit of that type.  Below is a 

graphic from the Charles North Operations Manual showing an example of what the floor plans 

could look like, although in this case, the unit sizes are mixed and matched on each floor.  

 
 Figure 19 

 
Pricing 

 

The starting rental rates for these apartments will be as follows: 

 
    Figure 20 

Unit Type Size (SF) Rent- 2009 Escalated to 2012 Escalated Rent/SF 

Studio 600  $ 800    $ 881   $ 1.47  

1 BR 1 BA 770   $ 1,300    $ 1,431   $ 1.86  

2 BR 2 BA 1,350   $ 1,600    $ 1,762    $ 1.30  

 

These rates are in range with the competitive supply and are designed to attract the target 

audience of Metro Renters, students, and artists.  Delta Associates reports that the average 

rental rate in the Baltimore Metro Area was $1.36 per SF at the end of the first quarter of 

200926.  Rents will be adjusted appropriately based on leasing pace, quantity of available units, 

and the competition, which leasing consultants will monitor closely.  For modeling purposes, 
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rent growth will follow the projected general inflation rate of 3.26%, which is based on the 

annual percent change in the Consumer Price Index from 1913 to 2008. 

 

According to CoStar, office space in Midtown averages $23.60 per SF full service for class A 

space and $16.51 per SF full service for class B.  Starting rental rates at the Phoenix of $25.00 to 

$27.00 per SF full service reflect the project’s high profile, the fact that it is the neighborhood’s 

first new office space in a long time, its proximity to Penn Station, and LEED Silver rating.  This 

rate also includes $15.00 per SF of Tenant Improvement Allowance amortized over the typical 5 

year lease term, a premium of $3.00 per SF per year.  A recent study has found that green 

buildings in the US command rental rate premiums of three percent.27  Office rates in 

Washington DC starting in the mid $30’s and going as high as the $60’s will push firms to seek 

space for back-office operations elsewhere.  Locating at The Phoenix, directly on the Penn Line, 

will allow firms to accomplish this while maintaining quick and easy travel between the two 

cities and reducing their rent costs. 

 

 

FINANCING STRUCTURE 

 

Purchase Price 

 

According to the tax records, the assessed value of the parcels currently owned by the city, 

1701 & 1707 N Charles and 22 & 24 E Lanvale, is $506,000 for the land and $779,730 for the 

improvements, a total of $1,285,730.  Since our plan is to tear the existing buildings down, we 

believe the city will agree to sell us these properties for only the cost of the land.  As far as 

public-private partnerships go, this would be a great investment for the city, considering the 

amount of tax revenue it will collect from this project over the life of the building.   

 

Equity 

 

Phoenix Development, LLC will invest $8,736,978 of equity in this project, representing 26% of 

the total project costs.  70% of this amount will come from an equity partner, and returns will 

be split in the same ratio.  The returns generated by this project, as describe below, may not be 

substantial enough for an institutional investor, but should be attractive to a smaller, more 

independent entity.   

 

Debt 

 

A $25 million construction loan will be used to finance the balance of the project costs.  The 

construction loan rate of 6.5% was estimated by starting with the Prime rate of 3.25%, adding 

1.25% based on the expectation of economic improvement, and a spread of 200 basis points.  

Construction interest of $1,184,980 will accrue during the 18 month construction period, 

resulting in a principal of $26,184,980 to be financed by a permanent loan.  A loan rate of 5.75% 

is assumed, based on Prime plus 1.5% and a spread of 100 basis points. 
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See Appendix L for more detail on the financing structure. 

 
              Figure 21 

 
A loan term of ten years is typical for a permanent commercial loan, so the balloon payment at 

the end of the tenth year will have to be accounted for.  Borrowing a certain percentage of the 

property’s value at that time to make the balloon payment will release equity built up due to 

the loan amortization.  A property value of only $28,220,538 will be calculated by capitalizing 

the year eleven NOI because of lease expirations.  If we instead refinance at the end of year 

nine and capitalize year 10 NOI, the property will be valued at $37,289,350.  This is a major 

swing within one year and is not entirely realistic, but it’s the way the numbers work out. 

 

If 70% of the property’s value at the time is borrowed to refinance, and the costs of the 

transaction and the outstanding debt at the end of year nine are deducted, equity capital of 

$3,251,021 will be made available for distribution or reinvestment.  It is impossible to predict 

what loan rates will be ten years in the future, but we feel a new loan rate of 6% is reasonable.  

With a starting balance of $26,102,545, the new annual debt service of $1,877,975 is only 

slightly higher than during the first nine years. 

 

Throughout the life of the analysis, with the exception of the first year in which additional 

equity will have to be contributed to overcome the shortfall, the Debt Service Coverage Ratio 

never dips below 1.3, and goes as high as 1.86 in the 20th year. 

 

 

 

 

 

 

 

Sources of Capital

8% 

18% 

74% 

Developer Equity Investor Equity Debt
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FINANCIAL ANALYSIS & PERFORMANCE 

 

Discount Rate 

 

The Capital Asset Pricing Model serves as the basis for determining a discount rate at which to 

calculate the present value of the cash flows.  The Risk Free Rate is the first component, so the 

current yield rate for government backed securities that mature in 20 years will be used, which 

was 3.9% on April 17, 200928  According to the Credit Suisse Global Investment Returns 

Yearbook 2009, the annualized real return of equities between 1900 and 2008 was 6%.29  This 

figure represents the Return on Market portion of the equation.  In order to calculate beta, a 

measure of an asset’s volatility with respect to the overall market, the betas of several REITs 

that encompass a mix of uses, but weigh heavily on residential, were averaged, as follows: 

 

  Cousins Properties Inc. (CUZ)     1.70 

  Washington Real Estate Investment Trust (WRE)  1.23 

  Essex Property (ESS)      1.11 

  BRE Properties, Inc. (BRE)     1.36 

  UDR, Inc. (UDR)      1.31 

  Average       1.34   

 

A discount rate of 6.7% is calculated using these figures.  In order to account for any other 

number of variables that can affect the value of the property over the long run, an error factor 

can be applied that can increase or decrease the present value.  Since 6.7% is considered a 

relatively low discount rate, this analysis will examine the effect of using several higher rates at 

0.3% intervals.  The valuation analysis calculated by Argus, seen in Appendix M, shows that a 

discount rate slightly lower than 7.6% will yield a present value that matches the estimated 

project budget.  We think this is appropriate considering several factors.  First, the current state 

of the equity markets has depressed expected returns, as the risk free rate is typically in the 

high 4% range during better economic times, which are expected to return soon.  In addition, 

the expectation (and a fair amount of faith) that the city is serious about and capable of 

pursuing the Charles North Vision Plan leads us to believe that this project will reap the long 

term benefits of being a key component of a major wealth-creating renaissance in this 

neighborhood. 

 

Cap Rate 

 

The Weighted Average Cost of Capital formula was used to determine the capitalization rate at 

which to value the sale of the property at the end of the 20th year of the analysis.  The 

components of this calculation are: 

 

  Percentage of Debt (74%) x Cost of Debt (loan constant = .0700) 

        + Percentage of Equity (26%) x Hurdle Rate (18%)      

  10% 
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In order to account for the different performances of apartments and commercial properties, 

however, a different cap rate will be used for each portion of the project.   Multifamily rental 

buildings tend to be more stable and have more gradual growth over the long run due to the 

nature of their tenancy.   Commercial properties, however, especially this one with only a 

handful of tenants, face more pressure on their cash flow if even a handful of tenants vacate.  

As such, the 10% rate will be used to calculate the reversion value of the commercial property, 

while an 8% cap rate will be used for the residential portion. 

 

In reality, the cap rate and subsequent reversion value chosen now may have very little bearing 

on the actual sale price of the property twenty years in to the future.  The price at that time will 

depend heavily on market conditions, the economic climate, the buyer’s investment objectives, 

and the expected performance of the property for the following ten or twenty years. 

 

PILOT 

 

The cash flow analysis found in Appendix N includes the use of a PILOT, or payment in lieu of 

taxes, in order to achieve the returns discussed below.  As calculated/estimated in Appendix O, 

the property taxes following construction will put too much of a strain on the project’s 

profitability and therefore reduce the appeal for equity investors.  Since the RFP for this project 

was issued and awarded by the Baltimore Development Corporation to spur the redevelopment 

of this neighborhood, the city has an interest in ensuring the project’s success.  The BDC has 

helped many important projects get off the ground through public-private partnerships, even if 

allowing the project to achieve substantial enough returns to attract the required equity. 

 

For this PILOT agreement, we are proposing that The Phoenix pay the pre-construction amount 

of property taxes for the first ten years following construction, plus a specified percentage of 

the incremental taxes owed.  The incremental taxes owed will be calculated by starting with an 

assessed value of $1,000,000 for the land and the $24,870,378 of hard construction costs for 

the building.  The total assessed value will grow by 3.26% each year.  5% of the incremental 

taxes will be paid the first three years, 10% for the following three years, and 15% for the final 

four years of the agreement.  Discounted at 7.5%, the present value of the unpaid taxes 

represents a $4,113,114 investment by the city.  Following the ten year PILOT period, the full 

amount of property taxes will be owed. 

 

Analysis of Investment Returns 

 

There are a number of ways to analyze the returns this project will provide.  The preferred 

method depends on an individual’s or firm’s investment objectives. 

 

First, we can look at the unleveraged yield on net operating income or on cash flow.  These 

ratios calculate each year’s NOI or cash flow from operations as a percentage of the total cost 

of the project, exclusive of any debt.  The only difference between the two is that NOI is 
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exclusive of leasing and capital costs.  The Phoenix will produce an average yield on NOI of 

8.39% and an average yield on cash flow of 7.87%.  These figures demonstrate a solid 

operational performance. 

 

The return on equity can be measured by dividing the cash flow after debt service by the 

amount of equity invested in the project.  The average ROE is 9.14%, but this ratio reaches 

peaks of 13.13% in year nine and 16.14% in year twenty.  These figures demonstrate a strong 

financial performance on a year by year basis that will satisfy many investors.   

 

The unleveraged and leveraged internal rates of return have also been calculated as 7.81% and 

10.51% respectively.  These represent the discount rate at which the present value of the 

future cash flows, before debt & after debt, equal either the total cost of the project or the 

amount of equity invested.  The difference between the two rates illustrates the advantages of 

borrowing money to finance the project.  While they are not considered high numbers, they are 

certainly modest, acceptable returns that many investors will be happy with. 

 

Finally, an investment in this project for 20 years will result in a total (un-discounted) return of 

3.73 times the amount of cash contributed.   

 

Whatever numbers are chosen, their underlying purpose isn’t fully realized unless they are used 

to compare the performance of this project against others of a similar nature. 
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