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MEMORANDUM 
 

To: Tom Evans, Executive Redevelopment Officer, Cambridge Redevelopment Authority 

From: HR&A Advisors, Inc. 

Date: December 3, 2014  

Re: Foundry Building Financial Analysis  

 
INTRODUCTION 

The Cambridge Redevelopment Authority (CRA) engaged HR&A Advisors, Inc. (HR&A) to assess the 
financial feasibility of a public-private redevelopment of the Foundry Building on 1001 Rogers Street. 
Based on community input, CRA asked HR&A to assess the feasibility of a mix of market-rent1 and below 
market-rent2 programing in order to ensure (1) a dynamic and complementary mix of uses; (2) the long-
term financial and operational sustainability of the facility; and (3) a financially feasible agreement that 
aligns public and private incentives. Based on these guiding principles, HR&A assessed the impact of five 
alternative programming models developed in conjunction with the CRA. This memorandum summarizes the 
assumptions and findings from the financial analysis, which is attached. 

HR&A conducted a stabilized-year financial analysis of the models to gauge the financial feasibility of 
different programming approaches. Each model includes market-rent, below market-rent, and parking 
uses, with at least 10,000 SF of space dedicated to below market-rent uses in all the models. In order to 
test potential programming approaches against financial realities, the models range from majority below 
market-rent use (Model 1) to majority market-rent use (Model 5).  

KEY FINDINGS 

Based on the assumptions and programming models described below, HR&A estimated the residual land 
value of the property. Several key findings emerged: 

� Redevelopment is financially feasible with a complementary mix of market-rent and below 
market-rent uses. Market-rent uses generate a positive return for the developer and effectively 
cross-subsidize the below market-rent uses sought by the community. In addition to generating 
returns, market-rent users may also be an anchor and amenity for below market-rent users, 
complementing potential maker space, arts space, and other community uses.  

� Market-rent use can support up to 25,000+ SF of below market-rent uses. Model 4 provides an 
acceptable level of developer return and does not require additional subsidy to be financially 
feasible. Moreover, because it generates a positive residual land value, some additional value 
could likely be captured by the City/CRA via higher annual rents. Models (e.g. Models 1-2) with 

                                                           
1 Market-rent uses include office, retail, and restaurants. See “Programming Models” for descriptions of each use. 
2 Below market-rent uses include non-profit office, maker space, arts/gathering space, and early education space. See 
“Programming Models” for descriptions of each use. 
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additional below market-rent uses exhibit a financial gap and will likely require more subsidy to 
attract a private development partner. These models are also unlikely to be privately financeable 
due to lack of credit tenants.  

� A flexible program can bolster project feasibility in case of lower rents or higher renovation 
costs. HR&A conducted sensitivity analysis for market rents, development costs, and developer 
return. Lower rents or higher renovation costs may impact financial feasibility substantially, 
meaning that flexibility in the program will be paramount for redevelopment. In contrast, 
variations in developer return expectations did not significantly impact financial feasibility. 
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APPENDIX 

Revenue, Cost, and Return Assumptions 

HR&A developed revenue, cost, and return assumptions based on local market outreach and analysis 
performed by architectural and engineering consultants engaged by the City/CRA. Key sources for 
assumptions include the following: 

� Local Market Outreach: In July, 2014, HR&A engaged five local brokers active in adaptive re-use 
in the Cambridge area.3 HR&A asked a standard set of questions to confirm assumptions for local 
demand, local market comparables, market rents, vacancy rates, build-out rates, cap rates, and 
typical tenant lease arrangements. HR&A also obtained specific insights into potential STEAM-
related uses that are compatible with the Foundry Building facility. These assumptions are found 
under “4. Model Assumptions” tab in the attached financial analysis.  

� HMFH: HMFH’s Foundry Building Reuse Study was used as the basis for gross and net square 
footage (listed under “2. Building Assumptions”) and renovation costs for the Foundry Building 
(listed under “Construction Worksheet”). In addition, HMFH’s cost estimator provided fit-out costs 
for retail, office, daycare, and performance studio. These assumptions were compared against 
assumptions obtained through market outreach and are reflected in the model (listed under “Cost 
Summary” with detailed breakout of costs per use per scenario). 

� HR&A: Based on our experience with projects of a similar nature, HR&A developed assumptions 
related to developer return on cost. In addition, HR&A also developed an assumption on the 
annual rent payment from the developer to the CRA, with different assumed annual base rents for 
classes of market-rent and below market-rent uses. These assumptions are listed under “4. Model 
Assumptions” as general assumptions.  

� City/CRA: Based on discussions with CRA, HR&A assumed a $6 million City contribution for initial 
and future capital improvements for all five models (listed under “3. Model Inputs”). 

Programming Models 

HR&A and the CRA developed five illustrative programming models, each with a range of market-rent 
uses and at least 10,000 SF of below market-rent uses. The models were developed for the purpose of 
illustrating the relative financial feasibility of a range of use scenarios, and are not intended to be specific 
recommendations.  

For each model, HR&A estimated the residual land value of the property from the developer’s 
perspective. HR&A valued the property assuming (1) a $6 million City of Cambridge contribution for initial 
and future capital improvements and (2) annual rent payments from the developer (the amount of which 
varies based on the types of uses included), an ongoing obligation that incentivizes the private partner to 
operate and maintain the facility appropriately. In models with a negative residual land value, the public 
sector would need to provide additional subsidy to make the project sufficiently attractive for a private 
developer. In models with a positive residual land value, the City/CRA would likely be able to capture 
some of this value through additional annual rent from the developer. In addition, HR&A conducted 
sensitivity analyses for developer return, rent revenues, and renovation costs to assess their effect on 
financial outcomes.  

                                                           
3 Local brokers include Adam Brinch (CBRE), Chris Scott (LPC), Jesse Baerkahn (Graffito SP), Juliette Reiter (Cushman Wakefield), 
and Scott Gredler (Cushman Wakefield). 
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Each model’s programming, broken down by use and by floor, is listed under “3. Model Inputs.” Specific 
descriptions for each of these uses were defined with input from the City and CRA and are listed below: 

Market-Rent Uses 

� Office: Market-rent office space that would capitalize on current demand for office space in the 
Cambridge area. It is assumed the end users of this space would be aligned with the thematic 
focus of the building, and be willing to participate in programs like internships and training for 
members of the community. 

� Retail/Restaurant: Market-rent ground-floor uses that could include dry-good sales or food and 
beverage sales. 

Below Market-Rent Uses 

� Non-profit Office: Office space offered below market-rent that would attract non-profits with 
limited revenue. 

� Maker Space: Minimally finished space projected to be supported by membership fees that enable 
community members and businesses to design, prototype and create manufactured works. This 
space could occur either on the ground-floor or in the basement currently used for parking. 

� Arts/Gathering Space: General-purpose community space that could be used for events and 
community gatherings, which could include movable and fixed equipment and seating.  

� Early Education: Space allocated for daycare operations. 

Other Uses 

� Parking: Basement garage that can currently accommodate 42 parking spaces. 
 

 

 



Cambridge Redevelopment Authority and City of Cambridge 
 

October 29, 2014 

Foundry Building Real Estate Analysis 
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HR&A is an industry leader in providing 
comprehensive real estate strategies to  
unlock value and create vibrant places. 
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HR&A was engaged to assess the financial feasibility of a continuum of use 
scenarios for the Foundry Building. 

Market Reconnaissance 

Program Definition 

Financial Model 

Recommendations  

Community Input 



HR&A Advisors, Inc. Foundry Building Real Estate Analysis|  4  4 

Four overarching principles guided HR&A’s approach to the analysis. 

Provide space for a dynamic and complementary mix of uses that 
support community aspirations 

 
Ensure long-term financial sustainability and maintenance of the 
facility 

 
Align public and private incentives by crafting an appropriate 
contractual agreement with private developer 

 
Test balance of market rate and below market rate space necessary to 
achieve above goals 

1 

2 

3 

4 
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Several key assumptions underpinned HR&A’s analysis. 

 
§  Assumes a minimum of 10,000 SF for “community uses” 

§  Assumes $6 million of City contribution for initial and future capital improvements 

§  Assumes annual rents from the developer 

§  Assumes 7.5% developer return cash on cost return 

§  Rents, costs, and other financial inputs based on local market information and 
analysis performed by architects/cost estimators engaged by the City/CRA 
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A variety of types of potential uses were considered.  

Office/Non-Profit Office 

Maker Space Early Education Arts/Gathering Space 

Retail & Restaurants Parking 
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HR&A developed five models to test overarching principles against financial 
realities. 

Below Market  
Rent Use 

Market Rent 
Use 

15,300 15,300 15,300 

5,000 

18,750 

21,900 25,950 

45,300 65,600 

51,850 

26,000 
26,950 

10,000 

70,600 SF 70,600 SF 

63,200 SF 

68,200 SF 
70,600 SF 

Model 1 Model 2 Model 3 Model 4 Model 5 

Parking 
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The model is highly sensitive to assumptions around rents, development costs, 
and developer return.  

Retail/ 
Rest. Office 

Non-
Profit 
Office 

Arts/ 
Gathering 

Space 

Perform. 
Space 

Early 
Education 

Maker 
Space 

Maker 
Space 
(Bsmt.) 

Parking 

Annual Rent PSF 
(Triple Net) $25 $40 $10 $5 $5 $10 $12 $12 $7.50 

Hard 
Construction 
Costs PSF 

$162 $93 $0 

Soft 
Construction 
Costs PSF 

$41 $23 $0 

Fit Out*  
Costs PSF $120 $140 $100 $100 $300 $160 $40 $40 $0 

* Build Out Cost is cost to fit out rentable space with fixed improvements. It does not include business or personal property of tenants.  
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A feasible redevelopment program will balance the expectations of the public 
and private sectors and optimally align incentives. 

Public Sector  Private Sector  

•  City provides land and building 
•  City provides $6 million 

contribution for capital expenses 
•  CRA guarantees portion of below-

market rents 

•  Pays annual rent  
•  Devotes portion of building 

to below-market rent uses 
•  Operates and maintains 

building 
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Model 1 has a ~$9.4 million financial gap. 

-$11.9  
Million 

Retail / Restaurant 5,000 

Office 0 

Non-profit Office 17,200 

Maker Space 0 

Maker Space (Basement) 15,300 

Arts/Gathering Space 27,100 

Early Education 6,000 

Parking 0 

Total 70,600 

$(9.4) Million 
Shortfall 

* Assuming $6 million City contribution and $3.5 million present value of ground rent payments  

Unlikely to be 
Privately 

Financeable 
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Model 2 has a ~$4.1 million financial gap. 

-$11.9  
Million 

Retail / Restaurant 2,500 

Office 16,250 

Non-profit Office 7,550 

Maker Space 0 

Maker Space (Basement) 15,300 

Arts/Gathering Space 23,000 

Early Education 6,000 

Parking 0 

Total 70,600 

* Assuming $6 million City contribution and $4.1 million present value of ground rent payments  

$(4.1) Million 
Shortfall 

Unlikely to be 
Privately 

Financeable 
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Model 3 has a ~$0.8 million financial gap. 

-$11.9  
Million 

Retail / Restaurant 7,500 

Office 14,400 

Non-profit Office 7,000 

Maker Space 4,000 

Maker Space (Basement) 0 

Arts/Gathering Space 15,000 

Early Education 0 

Parking 15,300 

Total 63,200 

* Assuming $6 million City contribution and $4.3 million present value of ground rent payments  

Potentially 
Privately 

Financeable 

$(0.8) Million 
Shortfall 
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Model 4 has no financial gap and generates $900,000 return in addition to 
ground rent.  

-$11.9  
Million 

Retail / Restaurant 2,500 

Office 23,450 

Non-profit Office 2,950 

Maker Space 9,000 

Maker Space (Basement) 0 

Arts/Gathering Space 9,000 

Early Education 6,000 

Parking 15,300 

Total 68,200 

* Assuming $6 million City contribution and $5.1 million present value of ground rent payments  

Potentially 
Privately 

Financeable 

$900,000 
Value Returned to City/CRA 
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Model 5 has no financial gap and generates $7.2 million return in addition to 
ground rent.  

-$11.9  
Million 

Retail / Restaurant 0 

Office 45,300 

Non-profit Office 0 

Maker Space 0 

Maker Space (Basement) 0 

Arts/Gathering Space 10,000 

Early Education 0 

Parking 15,300 

Total 70,600 

$7.2 Million 
Value Returned to City/CRA 

* Assuming $6 million City contribution and $5.9 million present value of ground rent payments  

Likely to be 
Privately 

Financeable 
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Models that incorporate more below market rent uses ultimately require more 
subsidy to pencil.  

-$9.4M 

-$4.1M 

-$0.8M 

$900K 

$7.2M 

Model 1 Model 2 Model 3 

Model 4 Model 5 
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Lower than expected rents can substantially impact development feasibility, 
making flexibility important.  

-$9.4M 

-$4.1M 

-$0.8M 

$900K 

$7.2M 

Model 1 Model 2 Model 3 

Model 4 Model 5 

-$10.2M 

-$5.5M 

-$2.1M 

-$700K 

$4.7M 

Baseline Rents 10% Lower Rents 
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Key Findings & Next Steps 

KEY FINDINGS 
•  Project is financially feasible and can be privately financed with a 

complementary mix of market and below-market uses  

•  Project can support 25,000+ sf of below-market uses  

•  RFQ/RFP process needs to allow for flexibility for ideas that have not yet 
been imagined or modeled 

 

NEXT STEPS 
•  Release developer RFQ/RFP and solicit additional program ideas 

•  Conduct outreach to potential tenants 

•  Determine evaluation criteria for developer RFQ/RFP 



Cambridge Redevelopment Authority and City of Cambridge 
 

October 29, 2014 

Foundry Building Real Estate Analysis 
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