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Financial Analysis of Development 
Alternatives

Presentation to the Arlington Redevelopment 
Board/ Symmes Hospital Advisory Committee

January 9, 2003

Presentation Outline

• Model Adjustments Since Last Meeting 
• Financial Comparison of Three Core Alternatives
• Sensitivity Test Results

– Changing % of Affordable Units
– Timing of Land Sales
– Annual increase of net fiscal impacts

• Summary/Implications
• Next Steps
• Q&A/Discussion
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Financial Model Adjustments 

• Converted Development Alternatives approved on 12/12 
into formats that could be analyzed using the financial 
model
– Some modifications were made to each Alternative

• Integrated VHB infrastructure cost estimates
– Allocated infrastructure costs by land use
– Allocated infrastructure costs to the developer and to the Town
– Replaced demolition and public park line items with more 

detailed infrastructure cost estimates

• Allocated buildable land area to each land use to 
improve the fiscal impact projections

Financial Model Adjustments

• Estimated the average and total “retail value” of all real 
estate products to check the reasonableness of 
projected land values

• Included a spreadsheet to isolate the land value 
implications and public subsidy requirements for 
affordable housing 

• Changed the spreadsheet presentation to incorporate 
FAWG Comments
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Development Program Summary

Program Assumptions

• Alternatives presented provide a range 20% to 25% of 
units as affordable housing
– Changing the percentage of affordable units is addressed as a 

sensitivity test

• Timing of land sales has not changed from earlier 
iterations
– Adjusting the timing of sales to evaluate potential “downside”  

market risk is addressed as a sensitivity test

• Future net fiscal impact from new development 
increases at 2.5% per year in constant $
– Reducing real growth in fiscal impact is addressed as a 

sensitivity test 
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Alternative I: Residential
• Mixed Income Housing Option Program • Incorporates adjustments 

to earlier alternatives in 
order to cover 
infrastructure costs

• A separate spreadsheet 
(not presented tonight)  
models the assisted living 
option
– (Elderly/Assisted living 

units are included later in 
Alternative 3)

• All alternatives propose 
reuse of the Nurses 
Building and construction 
of a Wellness Center

Alternative II: Employment 
Generation

• Office/Medical Space Development Program • Development economics 
required the addition of 24 
high-end residential units 
to cover infrastructure 
costs

• Maximizes mixed use of 
the site within available 
parking and market 
constraints
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Alternative III: Minimize Public 
Infrastructure Costs

• Development Program • Includes a public park 
and limited residential use 
at the Top

• Includes assisted living 
units within the Overlook
– Base scenario allocates 

20% of assisted living 
units as affordable

• Proposes slightly fewer 
units on Summer Street 
than earlier alternatives

Infrastructure Cost Summary
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Alternative I: Mixed Income Residential
• Estimated $5.8 million in additional public investment  (or 

discounted land cost) included in all scenarios

Alternative II: Employment Generation
• Higher private sector costs ($8.0 million) due to additional 

parking requirements
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Alternative III: Minimize Infrastructure 
Cost

• May present an opportunity to shift some public sector 
costs (or further increase land price) to the developer

Infrastructure Cost Assumptions

• Assumes public investments can be phased in over first 
3 years

• Assumes public investments are completed/financed by 
the Town rather than accommodated through 
discounting land costs
– Additional borrowing will probably be required

• Totals do not include an additional $1.4 to $3.0 million 
for the proposed park/open space improvements

• Public/private sector cost allocations are considered 
reasonable but could change
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Comparative Financial Performance
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Summary Comparison of Project 
Impacts on the Town of Arlington

Sensitivity Testing
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Test #1: Change Affordable Housing Mix

• Reran the Mixed Income Residential 
Alternative at 15% affordable, keeping 
total residential SF fixed 

• Affordable housing is 
replaced by market rate

• Each affordable unit 
added/removed from the 
unit mix changes:
– Land sale proceeds by 

$18,500
– 25-year fiscal impact by 

$38,400

– Cumulative taxpayer 
benefit by $56,800

• Total unit count is reduced 
because affordables are 
replaced by larger units 

Test #2: Discount/Delay Office 
Component

• Reran the Employment Generation 
Alternative test potential financial risk of  
softening office market conditions  

• Sensitivity test delayed 
office sale by 1 year & 
reduce land value by 
roughly 15% 

• Results:
– Break even on a 

cumulative basis is 
delayed two years

– Cumulative taxpayer 
benefits reduced by 
nearly $1.1 million

• Delays/discounts may be 
longer based on current 
office market conditions
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Test #3: Reduce Assumed Annual Real 
Growth in Net Fiscal Impact

• Reran the Minimize Infrastructure Cost 
Alternative test potential risk of slower 
growth in the project’s net fiscal impact

• Sensitivity test reduced 
annual fiscal impact 
growth rate from 2.5% 
to 1.5% per year 

• Results:
– Break even on a 

cumulative basis is 
delayed two years

– Cumulative taxpayer 
benefits reduced by 
nearly $1.1 million

• Delays/discounts may be 
longer based on current 
office market conditions


