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INTRODUCTION

KMK Development is currently soliciting an investment opportunity that can generate returns of up to
19% on equity. The project entails a mixezk real estate development for residential rental units and
ground floor retail located in Frederick, Marylarfidb accomplish this project KMkexlopment has
establisheda relationship withThe City of Frederick to expedite acquisition and to fulfilltdal2 2 S O G Q a
development potentialTheLINE 2 egiacted &tabilization is projected fBall 2017 if KMK can delop

investor interest by the close of 2014.

PROEBCT SUMMARY « [ Formatted: Line spacing: 1.5 lines

KMK development was first introduced to this project when they discoveredtigaCity released a

request for proposal (RFP) foD&89-acre site in 2009. The attempt to develop the landef@diand the

dty remains with a vacant site today. KMK development decided to reevaluate the RFP and assess the
/A leofidnic goals to determine the best possible use for the site. KMK came to the conclusion that
the 0.39-acre site was not sufficient foropose development. The best option would be to acquire
surrounding lots to maximize the development and expose the project to its full potential. To
accomplish the proje@ acquisition goals, KMK came to an agreement with the City of Frederick. If
necesary, the agreement would allow th@ty to assist with acquisition irgg eminent domainf KMK

fails to finalize agreements with all existing land owners.

The site sits at the northwest corner of thadtAll Saints Street and8th Carroll Street intersction.
Thea A ( &t énd abuts Carroll Creek Parkieaently completedbrick promenade. Carroll Creek Park
is fantastic amenityhat hasreinvigorateddowntown Frederick, spawning private investment and

increasing théd A eofinic vitality.

Existing Conditions and Constraints

The projectas newly proposedould includenineindividual lots totaihg 1.74 acres. In addition, the
proposedsite includessevenexisting structuressixof which are contributing structures to the Giha
downtown historic district. Thesite is zonedB (Downtown Commercial/Residentjabhich is intended

to encourage development of thé\ (i @@®riiowncommercial area. The site also falls within the




Carroll Creek Park Overlay, which increases design regulationssirictiens to protect the integrity

and image along the park.

KMK consultantsonsideredhese regulationsind determined that the project would be allowed to
developthe proposedsite with amaximum density of 130 units. Due to the $t€éomplexity and
inclusion of historic structureshe development could only yield 122 units and 35,08@il square feet.
Another consideratiors the amount of parking thatanbe accommodatedn the site. Fortunately, DB
zoning allows for a 50% reduction in parkbtgd SR 2 Y loGako® and isijpréx@nity to public

parking garages and transportation.

Market Analysis

The projec@residential and retail miwill be the first of its kindn Frederickandthere were concerns
that the market would accept a projeoftfering luxury residential rental units and urban retail. To
better understand the markeKMK researched market comipsthe luxury, uppertier niche and
discovered empirical data that proved demand in the market area. The market compsiexaieped
using REIS software and reliablgérnet sources while empirical dagamthered fromCensusand US

Laborstatistics.

The market comps include six different gareltple apartment communities just outside the City of
Frederick Thesecommunities average a 2.5% vacanate in1,200 units, indicating demand. In terms of
empirical dataof 9,054 householdghe proposedproject@ market affordability ranges from household
incomes of $50K to $150K. Those within that range can afford ofi§$,200 a month, and are

currently renting come to a sum to of 7,324 units. This leaves approximately 1,800 to 2,000 families or

individuals that are in search of housing and yields demand in the market.

Design < \ Formatted: Line spacing: 1.5 lines

TheLINER LJdéslgri iizléides new consiction and historic renovation to develop a dynamic site that

0SYySTAla (KS INBGGK 2T CNBRSNR OFfigestorybildingdsnsssy @ ¢ KS ySg 02y aidNUzOi
residentialsquarefeet and a portion of the ground floor retail (16,380usgefeet). Theretainedhistoric

buildings will be renovatedndadd to retail ground floosquare footageas well as create unique

entryways to the residentiahid-rise building To supporbon-site parkingand meet the zoning




requirement athree-story parking garage iWsit between existing historic structures and ttesidential

building The parking garage will haeegreen roof.

The projecQ &22residentialunits will be al-2-2 mix of efficiency studios, onbedroom apartments,
and two-bedroom apartments. The average size for each unit will besg§0@re feeffor a total 97,000
square feebf net rental space. The ground floor retail mix will initially fit outdixdifferent lease
locations that amount to 35,008quare feebf net rertal space. The leases will fi one midsized

12,500square footanchorandfive non-anchor tenants ranigg from 3,200 to 5,00Gquare feet

Construction

The estimatedtonstructioncosts range due to the type of work. To start, construction of the i&iac
ground floor podium of the newuildingis estimated at $85f, totaling $1.4M. The residential stick
built construction above the podium is estimated at $isZ5totaling $11.3M Thehistoricresidential
rehabcomes at premium, a contingency that mst be considered during constructidior an estimate
of $133sf, totaling of $1.8M. The historiaetail isestimated at $85sf, totaling$1.8M. The parking
garage€) B25 spaceare estimatedat $16,500 per spacepproximately $56f, totaling $2.7M. Finally,
the 3 I NJ gBeBnQadofis estimatedat $68 sftotaling $340K The total hard costs for the projecome
to $20.5M.

Financial Analysis

Thisis a longterm project, so KMK hamadea conservative financial evaluation. KRIE | 3 N#&tS Y Sy (i
the City has relieved some risks during the acquisition process, which was one of the largest unknowns.
The evaluations for the income estimates were determined by market data that KMKsfbiglly

reliable. The average income for the residentiaitipn of the project is abou$1.78sf for a total

potential income ofs2.1M. TheLINR 2r6télipddtidn is estimatedit $30.12sf for anannual income of

$1.1M. Expenses for the residential units average al&i27per unit annually Expenses for retail

portion will betriple net (NNN so all expenses will be passed through to the tenant. Qinegroject is
stahlized (open and operating at 100% rentalle expect a net operating income $2.1M by the close

of year one.

Theprojectbegirs with the acquisition costs estimatdd be $6.8M, based orrecent lot sale values or

state tax value. The total hard costs for construction are estimated for a s$@0B5M. The additional




soft costs are estimated to 2.2M. The developer fee is 7%tbE project costsa sum of$1.8M. The
LINE 2 S O (i Qsaurc&sicgfrle ffanfinyestor/sponsor equity, historic tax credits, land equity from the
Gty-owned lot,amunicipal loan, and debt from an insurance loan. Td&alelopment cost for the

projectcome to $32,672,094(For assumptions and more detail on projsourcesseefigure 17)
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Subject Overview
Thisreport is for the proposed development of a mixade urban infill ofl22market rate apartments
and 35,000square feebf retail. The proposedesidentialstructure will befive stories with a maximum

height of 60feet and willincludeover 125 parking spaces oits lower floors.

Purpose
The market study evaluasthe LINR 2f8aSiliili€y &y evaluating th¥ | NJ S (i econdliBcvitalisy,

demographic characteristics, surrounding competition, demand, and affordability.

Client < [ Formatted:  Line spacing: 1.5 lines

The report will be submitted to the developer in a context that he can use to sell third party investors or

debt lenders.

Report Limitations

The conclusios are inherently subjective and should not be relied upon as a determinative predictor of
results that will actually occur in the marketplace. There can be no assurance that the estimates made
or assumptionsisedin preparing this report will in fact besalized or that other methods or

assumptions might not be appropriate.iZNJS LJ2cokblRians are as of the date of this report, and an
analysis conducted as of another date nggneratedifferent conclusions. The actual results will

depend on a varist of factors, including the performance of management, the impact of changes in
general and local economic conditions, and the absence of material changes in the rggatator

competitive environment.




SITE AND NEIGHBORHOOD ANALYSIS

Site Location

The sie is a vacant lot along Carroll Creek Parkim City of Fredericketween Market Street and

South Carroll Street with East All Saints Street runaioggthe & A (sdbit &dgelt is a part of the

central business district and isreed DB for DowntowBusinessThed A (1 S Q& R fo@&ial B LIY Sy i
strongas the downtown area is a lively and is an attractiorefbforms of real estate useShe Histoic

District offers a unique ohe for the retail industry with an assortment of boutique shops, retail stores

and restaurants.

Existing Uses

The siteis currently vacantusedfor public storage and parkirduring City events that are regularly held
along Carroll Creek Park path and amphitheakdost of the site is gassy with a stone access path

& A (dbith énd facing East All Saints Street.

Size, Shape and Topography

The site area is approximately Ja@res(75,000 square fegtandwill be a cosolidated lotof eight other
lots, sevenof which include historic structures. The site is percbadhe hillside of Carroll Creek Park
and looks directly on to the brick amphitheaterthe north. In generglthe site is flat with little to no

slope.

Site Location: Frederick, Maryland




Surrounding Land Uses

45 South Carroll Stredtom South Carroll Street

59 South Carroll Stredtom the intersection of
East All Saints Streeind South CarrolStreet

City property with45 East All Saints St in the
backgroundfacing South

g [}

Rear of 47 East All Saints Strdating Southeasbn
the corner of the City property

[ Formatted: Left




View from the North end of the City property looking View from Carroll Creek Park facing South toward
East towards the rear of adjacent properties that | the rear of the City property with the building 45

face South Carroll Street East All Saints Streé the background.

Neighborhood Analysis

General Description

The site is locatedearthe east entrance of Carroll Creek Parkan area where several new structures
have beerbuilt in the past decadeDn thea A (e&s(siile is &ive-story condominium building with
street access units along East All Saints Street. Curreatigosfor sale in this buildingangefrom
$18(Kto $29(K To thed A (s&iBenstand diagonally across froB® South Carroll Street is Frederick
/ 2dzyieQa {20Alft {SNWAOS&E .dAfRAYIZI gKAOK Aa
MarylandDepartment of Human Resourcddis Social Servicedfice building appears to have been
constructed in the paslO to 15 years and has a brick fagade with stone features above dark tinted
windows. Directly South of 59 South Carroll is dsigied brick buildindesignatedasa contributing
structurein the historic districtused a%ffice space. Furthezast is a ecently constructedoublic parking

garageservingl KS R2 gy G266y | NBI Q&3 NBGFAf | yRndagimgA OS
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Carroll Creek Park The Delaplaine Visual Arts Education Center, an artist group in the community since

1986. The Art Ceer provides classes, summer camps and rental space that benefit the arts community.

The Center is a threstory brick buildinglesignated as @ntributing historic structure.

FrederickTownHistoric District

The siteisin the CityQ BrederickTownHigoric District and several of the structures pfed for

[atN

u»
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acquiition are designated asontributing structureto the historicdistrict. A majority ofA 1 @ Q& KA &G 2 NA O

structuresare well maintained or have been recently restored to provide new uiséise evolving




downtown area. Along Market Street and East Patrick Saesnassortment of shops, stores,

restaurants and other services that make the downtown historic district attractive and lively.

< [ Formatted: Line spacing: 1.5 lines

The FredericRownHistoric District is significantifats role as the seat of Frederick County and as a
regional market and industrial center in Maryland's Piedmont area from the 18th century toithe
20th century. Represented by a wealth of commercial, residential, public and civic, and religious
architecture invariedstyles and forms, the district is also architecturally significkmcludes

important examples of most of the major architectural styles that characterize theMtantic region
Federal and GreekeRival,through Italianate, Romanesqud Queen Anne, to the Colonial and
Spanish Revivals of the first half of the 20th century. During the Civil War, both Union and Confederate
armies passed througthe Gty on their way to Antietam in 1862; and parts of thaibh army went

north through here on the way to Gettysburg in 1863. Confederatee@ddubal Early extorted a
$200,000 ransom from théity before fighting near the Monocacy River just south. Large numbers of
wounded soldiers were brought to th@ty following thenearbybattles.(Resource: Maryland National

Historic Trust)
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Carroll Creek Park

The Carroll Creek Parka<Citybuilt amenityin the downtown business district. The site sits directly
south of the parkperched on a hill approximately 12 1% feet above the pedestrian pathway that
meanders through the downtowrT he sitein relation to the parkcan offer excellent marketing for

tenants and all types of usgas ithasproven to be a success with existing businesses.




The park was an additn to a flood control initiative started in the earl@90s. TheCty andSate
invested over $60M in a flood control project to remawestof the downtown district from the FEMA
floodplain. The park actually siggop four large stormwater culverts thatirectwater underground and
away from the downtown area. The park itself had a price tag of $86tvasworththe CA (i @ Q &
investment generatingvell over $150M in private investment along the p@rkdge. Several office

spaces, stores anm@staurantsface the parkcontributing toan active downtown.

The parl@ successs a result of quality design and construction. The brick work throughout the
pedestrian promenade is impressj\aong with the lush landscaping. Other amenities and featthas
make the park unique and dynaniicludethe stone arbed bridges, trellis, benches and amphitheater.

Directly to thed A (i &t the bfick amphitheater holds concerts every Thursday evening during the

warmer months of the year.

Site Visibility and Accessibility

The subject site is locateat the intersection of East All Saints Street and South Carroll Street. South
Carroll Street is a primary downtown road that runs parallel to Market Street. Approximatefg &30
the east is the City of Fredick Transit Center, which offers @¥RQGrain station, Greyhound station and

local bus services. In addition, a local bus stophersubjectsite at the corner of South Carroll Street.




Furthermore, the site wilbbe highlyvisibilityto workers and \ditorswho parkin the adjacentpublic

parking garageincludingtourists and localsvho visit Carroll Creek Park and shiaghe historic

downtown.

Residential Support Network

Residents and businesses need a support network of private busineggiblitiservices that are

credible and reliable in dealijwith an uppertier clientele. Higher rents will need the support network

of businesses, schools and hospitals expected by an affluent group of users.
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Map | Surrounding Amenities Type Address Dist. « [ Formatted: Line spacing: 1.5 lines
A | US Post Office Office 201 BEPatrick St .27 mi. [Formaned; Line spacing: 1.5 lines
B | City of Frederick Mi®r Center Public Building 151 S East St 1,052 ft. [ Formatted: Line spacing: 1.5 lines
C | C. Burr Artz Public Library Public 110 E Patrick St 399 f (Formaned: Line spacing: 1.5 lines
D | Frederick Travel Center Transportation 962 ft. [ Formatted: Line spacing: 1.5 lines
E | HarryGrove Stadium (Frederick Keys) Entertainment 21 Stadium Dr .85 mi. [Formaned: Line spacing: 1.5 lines
F | Hood College Private College 401Rosemont Ave 1.21 mi. [ Formatted: Line spacing: 1.5 lines




