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INTRODUCTION

STUDY PURPOSE

The State Street Corridor Redevelopment Program (“‘Redevelopment Program”) will
identify catalytic projects and initiatives that capitalize on near-term market opportunities.
Accordingly, the Redevelopment Program will set forth a framework for revitalizing State Street
by implementing a set of Target Redevelopment Projects (“Target Projects™).

THE STATE STREET ALLIANCE

The Redevelopment Program was commissioned by the State Street Alliance, an
affiliation of business, community and government entities committed to the revitalization of the
State Street Corridor in the City of Springfield, Massachusetts. The State Street Alliance, via the
Springfield Business Development Corporation, contracted a team of local and national
consultants to develop the Redevelopment Program.

THE STATE STREET CORRIDOR STUDY AREA

The State Street Corridor Study Area is a 3.2-mile-long, east-west urban thoroughfare
extending from West Columbus Avenue (adjacent to the Connecticut River) to Boston Road
(near the Massachusetts Mutual Life Insurance Company). The Corridor passes through six
separate neighborhoods (Old Hill, Upper Hill, McKnight, Bay, Six Corners and Pine Point) as
well as a portion of downtown Springfield (Metro Center).

State Street COl’l‘ldOI' Studv Area and Surroundlng Nelghborhoods
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THE STATE STREET ROADWAY IMPROVEMENT PROJECT

The State Street Corridor Redevelopment Program is intended to leverage and
complement the $13-million State Street Roadway Improvement Project expected to commence
construction in summer 2008.

The Roadway Improvement Project will reconstruct State Street within the study area
from West Columbus Avenue to Boston Road. It will address both traffic-flow issues and
physical conditions along State Street. The specific initiatives to be undertaken as part of the
Roadway Improvement Project include carefully designed public improvements (including new
sidewalks, street lighting and landscaping); improved safety features for pedestrians and
bicyclists; and innovative parking solutions. The Roadway Improvement Project is funded by the
Federal Highway Administration (FHWA), the Commonwealth of Massachusetts and the City of
Springfield.

CONSULTANT TEAM AND STUDY PROCESS

W-ZHA (previously ZHA) in association with a multi-disciplinary consultant team was
retained to develop the State Street Corridor Redevelopment Program. W- ZHA specializes in
commercial market analysis and joint development implementation. The multi-disciplinary
consultant team consists of Goody Clancy Associates (planning and urban design),
Zimmerman/Volk Associates (residential market analysis) and Dietz & Company Architects, a
local design firm.

The consultant team initiated the study process by conducting one-on-one interviews with
major property owners and key stakeholders, including representatives from the Massachusetts
Mutual Life Insurance Co. (MassMutual), American International College, Springfield College,
Springfield Technical Community College, Springfield Technical Community College
Technology Park (STCC Technology Park) , the National Park Service, Springfield City Library,
Springfield Library and Museums Association, and the Indian Motorcycle project. Interviews
and focus groups also were conducted with individuals and organizations with a keen interest in
and influence on State Street’s future success, including State Street Alliance members,
neighborhood residents, religious social service and education providers, property owners and
business operators.

Following the initial outreach, State Street’s existing physical conditions were analyzed
by Goody Clancy and Dietz & Company Architects. A residential market analysis was
conducted by Zimmerman/Volk Associates and a commercial market analysis was conducted by
W-ZHA. The findings of these analyses and the identification and evaluation of potential
redevelopment sites are presented herein.
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STRUCTURE OF THE TECHNICAL MEMORANDUM

Following this introduction, Tab 1 of this Technical Memorandum summarizes the
existing conditions on State Street. Tab 2 contains the commercial market analysis by W-ZHA,
LLC. Tab 3 contains the residential market analysis by Zimmerman/Volk Associates. The
criteria used to evaluate different redevelopment sites and the site evaluation are presented in
Tab 4.
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INTRODUCTION

In this section, existing conditions are assessed initially from a land use perspective and then from
a demographic perspective. For the land use assessment, the State Street Corridor is divided into the
following five Sub-Areas:

The Downtown Sub-Area

The Federal Courthouse Sub-Area

The Springfield Technical Community College Sub-Area
The Middle State Street Sub-Area

The Mason Square Sub-Area

The American International College Sub-Area

The MassMutual East Sub-Area.

Each of these Sub-Areas is described in terms of its boundaries, existing land use, existing
exterior building conditions, average daily traffic counts, planned projects and proposed streetscape
improvements. Average daily traffic counts were obtained from VHB, Inc., the lead consultant on the
State Street Corridor Roadway Improvement Project, a $13-million roadway improvement project funded
by the Federal Highway Administration (FHWA) and the Commonwealth of Massachusetts. That project
will reconstruct the 3.2-mile State Street corridor -- complete with streetscape amenities, which are
discussed below.

The demographic discussion provides an overview of the characteristics of the seven
neighborhoods surrounding the State Street Corridor Study Area. The neighborhoods are Metro Center;
Six Corners; McKnight; Old Hill; Bay; Upper Hill; and, Pine Point.

Key issues and considerations pertaining to the neighborhoods derived from the current
conditions assessment are provided in a summary at the end of this section.

LAND USE ASSESSMENT
DOWNTOWN SUB-AREA
Description and Land Use

The Downtown Sub-Area of the State Street Corridor is bounded by East Columbus Avenue to
the west and Maple Street to the east. This Sub-Area functions as a part of Downtown Springfield.
Notable buildings in this Sub-Area are the Community Music School of Springfield, the Court Square
hotel building and MassMutual Center. State Street abuts the service end of MassMutual Center, which
creates a non-active street edge on the block between Main and Dwight streets.
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Downtown Sub-Area

The land uses on this portion of State Street are mostly office and institutional uses with vacant
storefront spaces across from MassMutual Center. The back of MassMutual Center occupies nearly a
block in this Sub-Area.
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Existing Land Use
Downtown Sub-Area
State Street Corridor
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Retail is struggling on the block between Main and Dwight streets because the MassMutual
Center creates very limited pedestrian activity along one side of the street. In addition, 145 State Street, a
vacant eight-story office building directly across from the MassMutual Center, and another vacant six-
story office property at 31 Elm Street (the Court Square hotel building) with partial frontage on State
Street are currently vacant. The 31 Elm Street property once operated as the Court Square Hotel and later
as an office building. Both properties lack off-street parking.
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Building conditions are generally good in the Downtown Sub-Area, with the exception of the
vacant properties at 145 State Street and 31 Elm Street.

Building Conditions
Downtown Sub-Area
State Street Corridor
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EXTERIOR BUILDING CONDIfION

I New Development
. Good Condition
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I Major Defect
Surface Parking/Vacant Lot

Traffic Counts

Average daily traffic volume on this portion of State Street is relatively low at 12,450 vehicles
per day between East Columbus Avenue and Main Street. Traffic volume increases to 20,000 to 23,000
vehicles per day between Main and Maple streets.
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Average Daily Traffic Counts
Downtown Sub-Area
State St__reet Corri_dor

Source: VHB
Planned Projects

The International Communion of the Holy Christian Orthodox Church recently announced plans
to adaptively re-use the 145 State Street property for a hotel (“Epiphany Tower”). The Community Music
School of Springfield located at 127 State Street is planning to incorporate a performing arts venue. Both
of these projects will generate activity during the day and night and, therefore, have the potential to
support existing and potential retail in this Sub-Area.

The City of Springfield obtained ownership of the property at 31 Elm Street through tax
foreclosure in May 2006. Later that year, the City obtained approval of an urban renewal plan to facilitate
redevelopment of the former Court Square Hotel, one of the City’s most striking historic properties. The
plan provides for the transfer of 31 Elm Street to the City’s Redevelopment Authority and for additional
property acquisitions to support the redevelopment of 31 Elm Street. Projected reuse of the building is
ground-floor retail and upper-level residential or hotel space. The RFQ is expected to be issued in
December.
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Streetscape Plan

The State Street Corridor Roadway Improvement project calls for two travel lanes with on-street
parking on both sides of State Street between East Columbus Avenue and Main Street. At MassMutual,
State Street will become three lanes with parking on one side of State Street. New trees will be planted
across from MassMutual Center.

Streetscape Plan
Downtown Sub-Area
State Street Corridor
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FEDERAL COURTHOUSE SUB-AREA
Description and Land Use

The Federal Courthouse Sub-Area of State Street is bounded by Maple Street on the west and
Byers Street and Myrtle Street on the east. There are a number of notable buildings in this Sub-Area.
Among them are the Springfield Library, the adjacent Springfield Museum Quadrangle, St. Michael’s
Cathedral and Rectory, the new Federal Courthouse, the City’s School Department Administration
building and a former Masonic Temple. These uses give this Sub-Area an institutional character.

The Federal Courthouse Sub-Area
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Private uses include the Classical High School Condominiums at 235 State Street, an adaptive re-
use of a historic building, as well as the Federal Land Bank building (310 State Street). There are several
small office buildings located across from the Federal Courthouse. There is no retail in the Federal
Courthouse Sub-Area.
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Existing Land Use
Federal Courthouse Sub-Area
State Street Corridor
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Building conditions are generally good in this Sub-Area.

Exterior Building Conditions
Federal Courthouse Sub-Area
State Street Corridor
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Traffic Counts

Average daily traffic counts for this segment of State Street are high at 26,850 vehicles per day
between Maple and Myrtle streets.

Average Daily Traffic Counts
Federal Courthouse Sub-Area
State Street Corridor

Planned Projects

The new Springfield Federal Courthouse is set on State Street adjacent to St. Michael’s Cathedral,
the Springfield Museum Quadrangle and the Springfield Public Library. The state-of-the-art facility,
containing four courtrooms, is designed by world-renowned architect Moshe Safdie. The $53-million
courthouse is scheduled to open in early 2008.

The former Masonic Temple at 339 State Street was recently purchased by the International
Communion of the Holy Christian Orthodox Church as the church’s national headquarters. The church

plans to preserve the historic building, which will house an 800-seat banquet hall, a religious Art Gallery
and Museum and a 1,500-seat auditorium.
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Streetscape Plan

State Street Corridor roadway and streetscape improvements are scheduled to begin in the
summer of 2008, likely starting at or around the Federal Courthouse project. The plans call for many new
trees and a turning lane in front of the new courthouse.

Streetscape Plan
Federal Courthouse Sub-Area
State Street Corridor
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SPRINGFIELD TECHNICAL COMMUNITY COLLEGE SUB-AREA

Description and Land Use

Springfield Technical Community College Sub-Area

The Springfield Technical Community College Sub-Area of State Street is bounded by Byers and
Myrtle streets on the west and Oak Street and St. James Avenue on the east. The Springfield Armory
National Historic Site, Springfield Technical Community College (STCC), and the Springfield Technical
Community College Technology Park occupy the north side of State Street in this Sub-Area. These uses
are set back from State Street behind a wrought-iron fence that dates back to the site’s original use as the

Springfield Armory, which was the primary center for the manufacture of U.S. military small arms from
1794 to 1968.

A mix of commercial land uses occupies the southern side of State Street as does the City’s High
School of Commerce. The former Wesson Memorial Hospital is located in this Sub-Area. Set off from
State Street, with its primary access via High Street, this building contains a significant amount of
medical office space.
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STCC is a two-year school with 86 degree and certificate programs. It is the sole technical
community college in Massachusetts, and the only technical community college in the nation with an
established technology park (located across the street from the main campus). The school’s campus has
35 buildings on 35 acres. According to the school’s fall 2006 Draft Master Plan Report, STCC’s daytime
programs served 2,658 full-time students and 3,165 part-time students. The number of combined faculty,
staff, and student FTE’s is approximately 4,400. The main entrance to the school is on Federal Street with
a smaller pedestrian entrance on State Street at the Walnut and Federal streets intersection.

STCC’s Technology Park contains 465,000 square feet in eight buildings and employs
approximately 950 people. Liberty Mutual recently announced that it will locate a 300-employee office
in the Technology Park. The main entrance to the Technology Park is off State Street at the Walnut and
Federal streets intersection. The park has capitalized on Springfield’s location at a major intersection on
the fiber-optic highway system that runs right down State Street and connects the Northeast.

Existing Land Use
Springfield Technical Community College Sub-Area
State Street Corridor
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The Gunn Block is in this Sub-Area. It sits on the southwest corner of State and Walnut streets
and contains some of the oldest buildings in Springfield. This is a prominent corner for those visiting the
Springfield National Armory Historic Site, the College or the Technology Park. The buildings are
currently in poor condition.
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Building Conditions
Springfield Technical Community College Sub-Area
State Street Corridor
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Proceeding east from the Gunn Block, State Street takes on a “strip commercial” character.
Buildings are surrounded by parking lots, each with their own curb cut. There are a number of buildings
between Walnut and Oak streets with minor defects in their exterior condition.

Traffic Counts

Average daily traffic counts are highest in this Sub-Area of State Street with 29,300 vehicles
passing between Walnut and Oak streets on an average day. St. James Avenue/Oak Street is a major east-
west connector. As the entry road to STCC and heavily traveled cross- town connection, Walnut Street
accommodates significant traffic as well.
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Average Daily Traffic
Springfield Technical Community College Sub-Area
State Street Corridor

Planned Projects

There are no projects planned for this Sub-Area.
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Streetscape Plan

State Street remains four lanes with on-street parking only at the Gunn Block just before Walnut
Street. Plans call for many trees to be removed and replaced. A significant number of new trees are
planned at the St. James Avenue and Oak Street intersection.

Streetscape Plan
Springfield Technical Community College Sub-Area
State Street Corridor
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MIDDLE STATE STREET SUB-AREA

Description and Land Use

The Middle State Street Sub-Area of State Street is bounded by Oak Street and St. James Avenue
to the west and Buckingham and Hamley Streets to the east. This Sub-Area contains a wide variety of
land uses from chain drug stores like CVS and Walgreens to the Springfield Urban League to residential
apartment buildings. The quality and condition of the buildings varies widely as well.

Middle State Street Corridor Sub-Area

= s

Commercial uses primarily occupy the area between Bay Street to the north and State Street to
the south. Today, the western most parcels labeled vacant on the map below are currently occupied by a
new CVS pharmacy.



-18- Tab 1

W—ZHA, LLC

Existing Land Use
Middle State Street Corridor Sub-Area
State Street Corridor
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There are a number of buildings in this Sub-Area with minor defects in their exterior condition.
The apartment buildings, one which has fire damage and gas station on the southwest corner of State
Street and Hancock Street are in poor condition.
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Exterior Building Conditions
Middle State Street Sub-Area
State Street Corridor
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Traffic Counts

Average daily traffic counts are highest in this portion of State Street between Oak Street and the
Hancock Street/Thompson Street intersection with an average of 28,700 vehicles per day. Average daily
traffic remains strong in the remainder of this Sub-Area with 24,000 to 27,000 average trips per day.

Average Daily Trips

Middle State Street Sub-Area
State Street Corridor
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Planned Projects
A new CVS opened in November, 2007 in this Sub-Area.
Streetscape Plan

The State Street Corridor Roadway Improvement project calls for State Street to be four lanes in
this Sub-Area with no on-street parking. A new turn lane will be added immediately east of the State
Street and Oak Street intersection.
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Streetscape Plan
Middle State Street Sub-Area
State Street Corridor
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MASON SQUARE SUB-AREA
Description and Land Use

The Mason Square Sub-Area of State Street is bounded by Buckingham to the west and Rutland
Street to the east. Mason Square was historically a community shopping area. The road network and the
public open space in the middle makes it feel like a district or a “center.” From a functional perspective,
Mason Square is still in the center of the neighborhoods surrounding it. It is also centrally located to the
Colleges — American International College, Springfield College, Springfield Technical Community
College, and Western New England College.

Mason Square Sub-Area
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Commercial and institutional uses occupy most of the property in the Mason Square Sub-Area.
The only grocery store on State Street, C-Town, is located in Mason Square in a small shopping center.
Other than the small C-Town center, there is very little retail currently in the Mason Square Sub-Area.

The Indian Motocycle building was the site of the original plant for the manufacture of Indian
Motocycle motorcycles. This historic manufacturing building now contains 143 residential units within a
block of the Mason Square center in a portion of the building known as Indian Motocycle “A”. There is
another separately owned portion of the building that has not been renovated — Indian Motocycle “B”.

There is a high-visibility vacancy in the Mason Square Sub-Area - the old Mason Square Fire
Station. This strategically located, 16,600-square-foot, three-story building is a critical anchor to Mason
Square and a gateway to the adjacent AIC Sub-Area as well as the Eastern Avenue connection to
Springfield College. Reportedly in need of significant repair, the Fire Station is owned by the City of
Springfield. Its redevelopment could have a significant impact on the Corridor as a whole.

Existing Land Use
Mason Square Sub-Area
State Street Corridor
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Most of the buildings in this Sub-Area are in good condition. The most notable exception is the
vacant Fire Station.
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Exterior Building Conditions
Mason Square Sub-Area
State Street Corridor
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Traffic Counts

With strong traffic volumes west of the Fire Station, average daily traffic counts drop
significantly due east of the Fire Station. This is likely due to the State Street and Wilbraham Road split

at Mason Square. This Sub-Area benefits from high traffic volumes to the west and the strong east/west
connection provided by Eastern Avenue

Average Daily Traffic
Mason Square Sub-Area
State Street Corridor
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Planned Projects

There are no projects currently planned for this Sub-Area
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Streetscape Plan

The Corridor Roadway Improvement project will retain the on-street parking on Wilbraham
Street. The Mason Square greenspace is moved 10 feet to the south to accommodate State Street’s four
lanes. New trees are proposed in the streetscape plan.

Streetscape Plan
Mason Square Sub-Area
State Street Corridor
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AIC SUB-AREA
Description and Land Use

The AIC Sub-Area of State Street is bounded by the Mason Square Fire Station to the west and
Roosevelt Avenue to the east. There is some overlap between this Sub-Area and the Mason Square Sub-
Area because the Fire Station is considered as much of an important gateway to AIC as an anchor of
Mason Square. The campus of American International College (AIC) is in the center of this Sub-Area on
the south side of State Street and AIC’s fields are north of State Street east of Cortland Street.

American International College was founded in 1885 with a mission to educate new immigrants
to the United States. AIC’s student body comprises approximately 1,450 full-time undergraduate students

and approximately 500 graduate and part-time students.

American International College Sub-Area

The AIC Sub-Area contains mostly college facilities and commercial uses, with some
neighborhood retail in a mix of automotive-related, eating and drinking establishments, convenience and
shopper’s goods stores. Retail is offered in small strip centers or in stand-alone buildings with no critical
mass or theme. Auto-related land uses such as repair-service establishments and auto sales occupy much
of the area east of Cortland Street.
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Existing Land Use
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State Street Corridor
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Building conditions vary widely within this Sub-Area. Of the buildings east of Cortland Street,
many have exteriors in poor condition.

Exterior Building Conditions
AIC Sub-Area
State Street Corridor

EXTERIOR BUILDING CONDITION

I New Development
I | Good Condition
| Minor Defects
P Major Defect
Surface Parking/Vacant Lot

Traffic Counts

Average daily traffic counts are moderate in this portion of State Street at 20,900 vehicles per
day. There are no significant east-west connector roads in this Sub-Area other than Benton Street at the

eastern edge.
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Average Daily Trips
AIC Sub-Area
State Street Corridor

Planned Projects

American International College is in the process of completing a Master Plan. AIC has an interest
in strengthening the existing campus’ linkage with Indian Motocycle and Mason Square, possibly
including the Mason Square Fire Station. The college recently leased 10 units in the Indian Motocycle
project for student housing. As envisioned in the Master Plan, there would be a campus green running
through the middle of the block bound by Cortland and Rutland streets, linking the campus to Indian
Motocycle. Such a linkage could benefit the school and enhance Mason’s Square’s vitality.

AIC also has expressed an interest in redeveloping the Fire Station, acknowledging its potential
function as a gateway to the college’s campus.
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Streetscape Plan

AIC has worked with the State Street Corridor Roadway Reconstruction Project engineers to
facilitate an exchange of college-owned land for on-street parking along State Street. The original
roadway plans did not provide on-street parking along State Street in this Sub-Area. Because of AIC’s
participation, there will be some on-site parking along the south side of State Street between Concord and
Homer streets. With no other on-street parking in this Sub-Area, it will be difficult to create a “college-
town” environment as vehicular traffic will predominate over pedestrian. On-street parking creates a
barrier between the pedestrian and moving traffic. On-street parking also tends to slow down traffic
because cars are moving in and out of parking spaces.
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Streetscape Plan
AIC Sub-Area
State Street Corridor
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MASSMUTUAL EAST SUB-AREA

Description and Land Use

MassMutual East Sub-Area

stalflichael=. |
Cer_aletery_f; v

The MassMutual East Sub-Area of State Street is bounded by Benton Street to the west and St.
Michael’s Cemetery to the east. The corporate headquarters of Massachusetts Mutual Life Insurance
Company (MassMutual), Roger L. Putnam Vocational Technical High School, Springfield High School
of Science and Technology and Kindred Hospital Park View Nursing and Rehabilitation Center are
institutional anchors located on the westerly portion of this Sub-Area. Due east of MassMutual, the Sub-
Area is predominantly commercial in character and is chiefly occupied by vehicle-related land uses
(service stations, car lots, rental car dealerships).
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Existing Land Use
MassMutual East Sub-Area
State Street Corridor
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Most of the buildings in this Sub-Area are in fair to good condition.

— —%

BUILDING CONDITION

EXTERIOR

New Development

Good Condition

Major Defect
Surface Parking/Vacant Lot

|
|
| Minor Defects
|
—

Traffic Counts

Average daily traffic counts are moderately high on this portion of State Street at 18,700 to
21,400 vehicles per day.
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Planned Projects

Plans to replace the Putnam Vocational Technical High School at its present location on State
Street, between Alton Street and Blunt Park Road, with a state-of-the-art facility are under way. The
exterior of the current building is quite handsome and contributes to the visual character of the Corridor.
It is recommended that any replacement of the existing school be designed in a manner that ensures that
the existing architectural character is preserved.
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Streetscape Plan

New trees are to be planted all along this section of State Street. On-street parking is planned in
front of Putnam High School.
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STATE STREET ENVIRONS
DEMOGRAPHICS

There are seven neighborhoods surrounding the State Street Corridor Study Area: Metro Center,
Six Corners, McKnight, Old Hill, Bay, Upper Hill and Pine Point (“State Street Corridor
Neighborhoods™). Together these neighborhoods contain approximately 44,000 residents in 15,800
households.
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As a whole, the State Street Corridor Neighborhoods lost population between 1990 and 2000.
According to Claritas, Inc., a national consumer research organization, the State Street Neighborhoods
have rebounded since 2000 growing to approximately the same size as they were in 1990.

Population and Household Trends
State Street Neighborhoods

1990, 2000, 2006

Change 1990-2000 Change 2000-2006
| 2006 # % # %
Population 45,400 42,800 44,100 -2,600 -6% 1,300 3%
Households 15,800 15,200 15,800 -600 -4% 600 4%

Source: Claritas, Inc.; W-ZHA
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The State Street Corridor Neighborhoods are diverse in terms of race and ethnicity.
Approximately three-quarters of the households are non-white.

Households By Race

State Street Neighborhoods

2006
# %
White/Caucasian 5120 32%
Black/African-American 6,698 43%
Other 3,938 25%
Total 15,756

Source: Claritas, Inc.; W-ZHA

In addition, Hispanic households represent approximately 30 percent of the State Street
Neighborhoods’ households. Hispanic households can be white, black or other races.

Households By Ethnicity
State Street Neighborhoods
2006

# %
Non-Hispanic 10,927 69%
Hispanic 4,829 31%
Total 15,756

Source: Claritas, Inc.; W-ZHA

Approximately one-third of the households within the State Street Corridor Neighborhoods have
children living at home. Two thirds of these households with children are non-traditional families with
either a single parent or a grandparent head of household. One-third of the households are single persons
and the remaining third are households without children residing in the home.
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Household Type
State Street Neighborhoods

2006

# %
Single Person 5110 32%
Married w/ Children @ Home 1,880 12%
Married w/out Children @ Home 2,080 13%
Other Family w/ Children @ Home 3,770 24%
Other Family w/out Children @ Home 1,990 13%
Non-Family Couple 930 6%
Total 15,760 100%

Source: Claritas, Inc.; W-ZHA

Average income within the State Street Neighborhoods is relatively low. In 2006, the average
income in the City of Springfield is $44,000. The State Street Corridor Neighborhoods’ average
household income of $36,100 is 17 percent less than the City average. The State Street Neighborhoods’
median income is 23 percent below the City average. Per capita income in the State Street Corridor
Neighborhoods is 21 percent below the City average of $17,030.

Income Trends

State Street Neighborhoods
1990, 2000, 2006

Average Income $26,500 $32,700 $36,100
Median Income $19,800 $23,400 $25,700
Per Capita Income $9,600 $12,200 $13,500

Source: Claritas, Inc.; W-ZHA

HOUSING

As would be expected from an urban neighborhood adjacent to the Downtown, the housing stock
in the State Street Neighborhoods is old. Over half of the housing units surrounding State Street were

constructed prior to 1950. By comparison, just over five percent of the housing stock was developed
within the last seven years.
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Units By Year Built
State Street Neighborhoods

2006
Units
Year Built # %
1999-2006 1,066 6%
1995-1998 145 1%
1990-1994 432 3%
1980-1989 1,178 7%
1970-1979 1,553 9%
1960-1969 1,224 7%
1950-1959 2,029 12%
1940-1949 1,883 11%
<1939 7,669 45%
Total 17,179 100%

Source: Claritas, Inc.; W-ZHA

The housing supply is relatively diverse within the State Street Corridor Neighborhoods. One-
third of the houses are single-family detached. One-quarter of the units are in duplexes. The remainder
of the housing units are in multi-family structures. Many of the larger multi-family buildings are located
either in the Metro Center neighborhood or on State Street itself.

Units By Year Built
State Street Neighborhoods
2006

Units
Year Built # %
1999-2006 1,066 6%
1995-1998 145 1%
1990-1994 432 3%
1980-1989 1,178 7%
1970-1979 1,553 9%
1960-1969 1,224 7%
1950-1959 2,029 12%
1940-1949 1,883 1%
<1939 7,669 45%
Total 17,179 100%

Source: Claritas, Inc.; W-ZHA

Consistent with what would be expected given the housing mix, two-thirds of the households in
the State Street Corridor Neighborhoods rent their homes. Just over half of the City’s households rent
their home.
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Housing Tenure

State Street Neighborhoods
2006

# %
Owner Occupied 5,843 37%
Renter Occupied 9,915 63%
Total 15,758

Source: Claritas, Inc.; W-ZHA

SUMMARY

State Street Corridor is surrounded by neighborhoods containing over 40,000 people. Most of
State Street experiences traffic volumes in excess of 20,000 vehicles per day. There are major employers
on the State Street as well as colleges with thousands of students along with many significant cultural
destinations. Yet State Street offers very little in terms of services and retail. Demographics alone
warrant additional retail on State Street.

What does exist in terms of retail is oriented to the vehicular traffic. It is not pedestrian-oriented.
It is anticipated that the State Street’s reconstruction will create an urban boulevard. The challenge will
be to create a pedestrian-friendly environment to ensure a safe, convenient and pleasant walking
experience. Careful attention to urban design amenities that effectively balance vehicular and pedestrian
needs will facilitate and promote Corridor redevelopment activities.

To date, it appears that State Street Corridor land uses have failed to capitalize on its institutional
anchors. Many of these uses such as MassMutual’s headquarters and Springfield Technical Community
College sit off the street in campus environments. Their presence is not felt on State Street in terms of
pedestrian traffic and general energy. The redevelopment strategy must leverage these institutional assets
and bring them out to the street both physically and functionally. This will benefit State Street property
owners, the community and the institutions’ themselves.

There is no new residential or significant office development currently planned on State Street.
The Classical High Condominiums is noted as a successful residential project. A few small office
buildings are beginning to be renovated in response to the anticipated completion of the new Federal
Courthouse. Major new office and residential investment, however, has been lacking even with State
Street’s planned reconstruction.

Public safety is a major issue on State Street and its environs. Whether perception or reality,
State Street’s image as an unsafe or uncomfortable place greatly compromises its development potential.
Only with successful new investment and positive change can this stigma be removed.

Contributing to State Street’s reputation as an ‘“unsafe” environment is the quality of the built
environment, There are a number of architecturally significant and attractive buildings along the
Corridor. However, these buildings often abut non-descript commercial buildings sites in the middle of a
surface parking lot. The “hodge-podge” character of the State Street Corridor makes it a less attractive
investment location. A potential investor has to wonder what could be developed next door.



-43- Tab 1

W—Z HA, uic

The Overlay Zone is intended to mitigate this issue of “hodge-podge” development. The Overlay
Zone is in place while the City advances a major revision to its zoning ordinance. The zoning revisions
are intended to achieve quality design on State Street.

The physical condition of the roadway has also been a detriment to investment. The quality of
the State Street’s environment will be improved significantly with the roadway reconstruction investment.
Added streetscape improvements will enhance the appearance and function of State Street. It is a first
step in mitigating negative perceptions.
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OFFICE MARKET POTENTIAL

EXISTING CONDITIONS

Multi-tenant office uses are concentrated in the Downtown, Federal Courthouse and
STCC Sub-Areas of State Street. With the exception of MassMutual, the presence of office space
on State Street lessens significantly east of Oak Street.

Multi-tenant office space in the STCC Technology Park rents for approximately $13 per
square foot, full service. The Technology Park building offers secure surface parking adjacent to
it.

A survey of the mult+tenant office supply was not available for the Springfield market.
A previous study conducted by the Urban Land Institute indicated that Downtown office vacancy
among Class A buildings is high at 15 percent to 18 percent!. Class A office rents in Downtown
Springfield range from $14 to $19 per square foot, full service. Comparable suburban office
space commands higher rents than does that in the Central Business District. No new speculative
office space has been built in Downtown Springfield for 15 years.

There are approximately five small office buildings either under renovation or for lease
along the State Street Corridor. State Street’s image as an unsafe and uncomfortable
environment could compromises the competitive position of office space on the street. In light of
this, one commercial broker has suggested that to be successful on State Street, an office
building must have secure on-site surface parking. Generally, locations closer to the Downtown
are considered most marketable.

The new Springfield Federal Courthouse will help to anchor and stabilize State Street
between Maple Street and Byers/Myrtle streets. While the Courthouse is not expected to spin off
considerable office demand, its presence and striking design will enhance office development
potential around it.

There are a number of smaller office buildings in the vicinity of the Courthouse with
renovated office space for-lease. In addition to these buildings there is an office space available
in the former Wesson Hospital building just south of State Street and the former Technical High
School just north of State Street. With the re-use of these buildings, an office district could
evolve around the Springfield Federal Courthouse.

! Urban Land Institute Advisory Services Panel, “Springfield Massachusetts: Strategies for a Sustainable City”,
2007.
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OFFICE DEVELOPMENT POTENTIAL

Primary target markets for office space include companies in the following “office-inclined”
industries. Employees in the following industries tend to occupy office space:

e Information.
e Financial Activities.

e Professional and Business Services.

According to Moody’s economy.com, as of 2006 there were 42,400 people employed in
these industries in the Springfield Metropolitan Area. Office-inclined employment decreased by
5 percent between 2000 and 2006 in Springfield. This helps to explain the high office vacancy

rates Downtown.

Employment Trends Among Office-Inclined Industries

Springfield Metropolitan Area

2000 to 2006

| 2000 [ 2006 | 4 %
Information 6,200 4,700 -1,500 -24%
Financial Activities 14,800 15,200 400 3%
Professional and Business Services 23,700 22,500 -1,200 -5%
Office-Inclined Jobs 44,700 42,400 -2,300 -5%

Source: Moody's economy.com; W-ZHA

Employment within these industries is projected to grow between 2006 and 2015. By
2016, 3,200 more jobs are projected in office-inclined industries as compared to such jobs in
2000. At 250 square feet per employee, these new employees will demand 800,000 square feet

of office space.

Employment Projections Among Office-Inclined Industries

Springfield Metropolitan Area

2006-2015

Change from

2000 to 2015

| 2000 N 2006 QM 2015 # %
Information 6,200 4,700 5,400 -800 -17%
Financial Activities 14,800 15,200 15,300 500 3%
Professional and Business Services 23,700 22,500 27,200 3,500  16%
Office-Inclined Jobs 44,700 42,400 47,900 3,200 8%

Source: Moody's economy.com; W-ZHA
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Most of the employment growth is projected to occur in the professional and business
service industries. These industries often locate either in high amenity locations to attract
talented staff and follow household growth and stay convenient to the customer base, or in
locations convenient to the owners’/managers’ residences.

State Street’s image issues particularly east of the Springfield Technical Community
College Technology Park, coupled with an over-supply of office space Downtown make it
unlikely that significant new office development will occur on State Street. However, build-to-
suit tenants may be attracted to State Street for its great access and affordability; these users
likely will be relatively small in size (under 25,000 square feet). Larger tenants may be attracted
to the Technology Park given its secure, attractive environment and noteworthy fiber optic
infrastructure.

Office Space Potential

Springfield Metropolitan Area

2006-2015
New Employment 3,200
Office Space Per Employee 250
Total Office Space 800,000
State Street Capture 25% to 5%
Square Feet 20,000 40,000

Source: Moody's economy.com; W-ZHA

For purposes of planning, approximately 20,000 to 40,000 square feet of new and/or
adaptive reuse, small-tenant office use is likely supportable on State Street within the next 10
years. This projection does not include STCC Technology Park, which may be able to
accommodate large tenants. Sites and buildings west of Oak Street are most attractive for office.
To be marketable the buildings and sites must be able to provide secure surface parking adjacent

to them.
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RETAIL MARKET POTENTIAL

EXISTING CONDITIONS

There is relatively little retail space (shopper’s goods and eating and drinking establishments) on
the State Street Corridor. Lower State Street has limited retail and, in particular, limited eating and
drinking establishments, especially given its proximity to downtown and to numerous educational,
institutional and cultural uses. There is “strip commercial” retail in the Middle State Street Sub-Area
(between Oak Street and Mason Square). The Mason Square Sub-Area accommodates limited retail (C-
Town, McDonald’s, and a dollar store). The retail is not of sufficient magnitude or configuration to create
a “district” -- although the physical configuration of Mason Square lends itself well to one. In the
American International College Sub-Area, retail exists sporadically, mainly in small retail strip centers
and stand-alone buildings. East of MassMutual’s headquarters, the number of storefronts drops off
dramatically.

Retail Occupancy
State Street Corridor

October 2007
Eating and Shopper's Goods
Drinking 38%
43%
Convenience
19%
Source: W-ZHA

Of the occupied storefronts on the State Street Corridor, 43 percent are occupied by take-out food
stores and eating and drinking establishments. However, there is not a single full-service restaurant on
State Street.

Shopper’s goods stores offer merchandise for sale that patrons can take with them. Dollar-type,
general merchandise stores account for most of the shopper’s goods stores on State Street. A notable
exception is Source of New York, an apparel store at the corner of Wilbraham Road and Eastern Avenue
that is positioned toward the youth market (potentially college students).

There is a Walgreens and a new CVS located on State Street. There are also numerous auto-
related retail and service uses along the State Street Corridor.
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Given the existing retail inventory on State Street, W-ZHA estimates that State Street retail sales
are approximately $30 million per year, excluding vehicle and gasoline sales. State Street retail sales
represent 2.7 percent of the city’s non-vehicle -related retail sales even though 29 percent of the city’s
population resides in the seven State Street neighborhoods.

State Street Corridor
Estimated Sales
Compared to 2006 Citywide Retail Sales

State Street
3%

City
97%

Source: Sales, Marketing & Management, “Survey of Buying Power”;
W-ZHA

From a patronage perspective, the healthiest retail appears to be oriented toward the vehicular
traffic on State Street (fast-food restaurants, AutoZone) or the immediate neighborhood (C-Town,
Walgreens, etc.). None of the retail appears to be targeting State Street’s college student population
and/or employee markets.

COMPETITIVE RETAIL LOCATIONS
Neighborhood and Community Shopping Centers

Neighborhood centers serve the convenience-oriented needs of their immediate community.
These centers often include food, drug, and sundry stores as well as personal service establishments such
as a self-service laundry, barber shop, etc. These centers are typically anchored by a supermarket and
range in size from 50,000 to 100,000 square feet. The primary trade area for a neighborhood center is
typically within a five- to seven-minute drive of it.

According to the Urban Land Institute, in addition to the convenience goods and personal
services typically found in a neighborhood center, a community shopping center provides a wider range
of shopper’s goods stores. These include soft lines such as apparel and book stores as well as hard lines
such as hardware and electronics. Community centers can range in size from 100,000 to 500,000 square
feet. These centers are typically anchored by a supermarket, junior department store (such as Kohl’s) or a
general merchandise store (such as a WakMart). In-line tenants typically include apparel stores, gifts and
personal service establishments. The typical trade area for a moderately sized community center is within
a 10- to 15-minute drive of it.
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There are 11 neighborhood and community shopping centers located within a 10- to 15-minute
drive of State Street. The locations of these centers are shown on the map below. The red dots represent
the community shopping centers and the yellow dots represent neighborhood shopping centers. These
centers exclude neighborhood centers of less than 50,000 square feet.

Most Convenient Community and Neighborhood Shopping Centers
State Street Corridor
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The western and eastern edges of State Street have community centers convenient to them. The
centers are not particularly convenient to the neighborhoods surrounding the middle sections of State
Street (the Middle State Street Sub-Area and Mason Square Sub-Area).

The major shopping centers are as follows:
Big Y Plaza at St. James Ave. This center is convenient to the heart of State Street. Developed in

1968, Big Y Plaza at St. James Ave. contains approximately 95,000 square feet of retail including a
43,000-square-foot Big Y supermarket. In-line stores are mostly neighborhood-serving outlets.

Springfield Plaza. This plaza is located at the intersection of Liberty Street and St. James
Avenue. Developed in 1960, Springfield Plaza contains more than 500,000 square feet of retail space in
41 stores. Springfield Plaza is a strip shopping center anchored by a Super Kmart, a Super Stop & Shop
and a cinema complex. There are a variety of shopper’s goods stores in the center as well.

Century Shopping Center. This center is located at the intersection of Routes 147 and 5 in West
Springfield. Developed in 1952, Century Shopping Center contains 210,000 square feet in 27 stores. It is
anchored by a Big Y Supermarket and a TJ Maxx. There are a variety of shopper’s goods stores in the
center as well.

Riverdale Shops. Located at the intersection of Interstate Route 91 and Riverdale Street in West
Springfield, the Riverdale Shops community shopping center is anchored by a Super Stop & Shop. The
center, developed in 1987, contains approximately 275,000 square feet in 29 stores.
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Five Town Plaza. This plaza in Springfield contains 34 stores occupying approximately 325,000
square feet. Five Town Plaza was developed in 1970 and is anchored by a Big Y and a Michaels.

Heritage Park Plaza. Located on North Main Street in East Longmeadow, Heritage Park Plaza
contains 22 stores occupying approximately 120,000 square feet. Developed in 1974, Heritage Park Plaza
in anchored by a Super Stop & Shop.

Big Y Shopping Center. Directly across the street from the Heritage Park Plaza in East
Longmeadow is the Big Y Shopping Center anchored by a Big Y and including a HomeGoods store and
Staples,

Boston Commons. Located at the intersection of Boston Road and Harvey Street in Springfield,
Boston Commons is anchored by a Super Big Y Foods store and contains approximately 100,000 square
feet of additional retail space. Boston Commons, developed in 1993, is part of a commercial strip on
Boston Road that offers community shopping outlets as well as regional shopping at Eastfield Mall.

Other neighborhood centers in excess of 50,000 square feet include Agawam Center (65,000
square feet) and The Longmeadow Shops (91,000 square feet). These shopping centers do not contain
major community anchors.

Regional and Super-Regional Shopping Centers

Regional and super-regional shopping centers provide general merchandise, apparel, furniture,
and home furnishings in depth and variety. Typically built around one or two department stores, these
centers usually contain more than 300,000 square feet. The average trade area is within a 20- to 30-minute
drive, depending on the size of the center and the character of its anchors.

These kinds of centers are developed to capitalize on the concept of an agglomeration economy.
By providing depth and breadth in shopper’s goods stores, regional and super-regional centers attract
people to do comparison shopping. These centers typically locate adjacent to major regional highways.

The map below illustrates the location of the major regionaland super regional shopping centers
serving the State Street Corridor neighborhoods. There are several of them within a 15- to 25-minute
drive of State Street.
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Regional Shopping Centers
15-Minute Drive Time
State Street Corridor
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Eastfield Mall. This center contains 83 stores in 824,000 square feet. Built in 1968, this rather
dated, enclosed mall is anchored by JC Penney, Macy’s and Sears stores and a Showcase Cinemas. This
mall is about a 15-minute drive from Mason Square.

Holyoke Mall at Ingle side. Located at Whiting Farms Road and Interstate Route 91, Holyoke
Mall at Ingleside is a super regional center containing 1.6 million square feet. Built in 1979, the mall is
anchored by Macy’s, JC Penney, Sears, Target and Best Buy stores.

Enfield Square. Located in Connecticut, the Enfield Square Mall contains a Macy’s, Sears,
Target and a Cineplex. It is approximately a 25-minute drive time from Mason Square. The mall contains
approximately 850,000 square feet and 77 stores.

STATE STREET’'S MARKET POSITIONING AND PRIMARY TRADE AREA

A trade area is that geographical area that provides sustained patronage to support a retail center
or establishment. The trade area is determined by numerous factors including the site characteristics of
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the center or establishment; its accessibility; the presence or absence of physical barriers to movement;
and general limitations imposed by drive time, congestion and distance/separation from home to the
center.

Given the location and character of the regional retail competition and the demographic trends
among neighborhoods immediately surrounding the State Street Corridor Study Area, the street is not
well positioned to attract a regional shopping center or a concentrated mix of shopper’s goods stores.
Such centers are sited in areas where there is strong household and/or income growth, excellent regional
access, and above-average household income. State Street does not offer these attributes.

Neighborhood and convenience retailers are attracted to locations accessible and visible to a
concentration of households. These types of tenants are attracted to sites in growth areas as well as
underserved locations. The area immediately surrounding State Street is an underserved market.
Therefore, State Street is well positioned to attract retailers serving the day-to-day needs of a local
market.

State Street’s primary trade area is illustrated on the map below. The trade area was developed
given the location of existing competitive neighborhood and community shopping centers as well as
drive-times. The trade area contains the following census tracts: 8008, 8009, 8011.01, 8011.02, 8012,
8013, 8014.01, 8014.02, 8017, 8018, 8019, 8020, 8022, and 8023.
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State Street Corridor Primary Trade Area

Source: W-ZHA

State Street’s primary trade area is not the same geographic area as that occupied by the seven
neighborhoods surrounding the State Street Corridor.

State Street’s primary trade area contains approximately 56,310 people. The median household
income within the trade area is $22,800. The median household income in the City of Springfield is
$33,250. Even with more modest incomes, households within the primary trade area have the potential to
spend $313 million on retail per year (excluding motor vehicle and gasoline sales and non-store
expenditures).

Excluding motor vehicle and gasoline sales, households within the primary trade area have the
potential to spend $313 million on retail per year. The breakdown of these expenditures by store type is
summarized below.
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Retail Expenditure Potential

State Street Primary Trade Area
2006

| Expenditures /Year

Convenience Goods

Grocery $77,506,000
Health and Personal Care $28,297,000
Other (Liquor Stores, Convenience Stores) $8,299,000
Subtotal $114,102,000

Shopper's Goods (General Merchandise, Apparel, Furniture, Books,

Sporting Goods, etc.) $143,994,000
Eating and Drinking $55,074,000
Total Expenditure Potential $313,170,000

Source: Claritas, Inc.; W-ZHA

EXISTING MARKET PENETRATION
Target markets for State Street Corridor retail include the following groups:
e State Streetemployees
e College students

e Trade area residents.

Drive-by traffic is also an important market for auto-related uses such as fast-food restaurants.
This section assesses how well the State Street Corridor services the “resident” markets, not the
“passerby” market.

State Street Employees

There are approximately 5,500 office employees on State Street, and numerous other, non-office,
employees working in community agencies, medical services, retail and service establishments on the

Corridor.
Estimated Office Employees
State Street

MassMutual 3,500
Technology Park 950
AIC, STCC, Springfield College 1,000
Total 5,450

Source: W-ZHA; Mason Square Community Organizations
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According to the International Council of Shopping Centers, in 2003 the average Downtown
white-collar employee spent $2,450 per year near his or her place of work in locations with a limited
number of retail outlets. More than half of this amount was spent in eating and drinking establishments.
This office worker survey is the best source for employee spending per year and has been applied to
estimate the employee market’s expenditure potential. The expenditures reflected in the table below are
inflated to 2006 dollars.

Annual Employee Spending
State Street

Est. Major Employer Employees 5,500
Spending Employee
Type of Spending /Employee Spending
Shoppers Goods $670 $3,685,000
Convenience Goods $520 $2,860,000
Eating and Drinking $1,440 $7,920,000
Total $2,630 $14,465,000

Source: ICSC, "Office Worker Spending Patterns, 2003"; W-ZHA

It is important to note that almost two-thirds of the employee market’s expenditure potential is
generated by MassMutual employees. Given that the MassMutual headquarters building contains a food
court and sundry retail shops, it is unlikely that State Street will be able to capture a significant share of
the expenditure potential generated by MassMutual employees.

Students

There are approximately 7,000 full-time students attending school or within walking distance of
State Street at AIC, Springfield College and Springfield Technical Community College (STCC).
According to a survey conducted by American Demographics and the Student Monitor the average full-
time college student spends $2,560 per academic year on retail. Unlike employee retail spending, which
occurs close to the place of work, student spending can occur near school or in shopping malls. It is not
geographically defined. The student market within walking distance of State Street has the potential to
spend $18 million per year in retail.
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Annual Student Spending
State Street

Students 7,070
Spending Employee
Type of Spending /Student Spending
Shoppers Goods $1,160 $8,201,000
Convenience Goods $512 $3,620,000
Eating and Drinking $888 $6,278,000
Total $2,560 $18,099,200

Source: American Demographics/ Student Monitor; W-ZHA

Unlike the employee spending patterns, more than half of student expenditures are for
merchandise. Only 35 percent of student spending is in eating and drinking establishments.

Trade Area Residents

Excluding motor vehicle and gasoline sales, households within the primary trade area have the

potential to spend $313 million on retail per year. The breakdown of these expenditures by store type is
summarized below.

Retail Expenditure Potential

State Street Primary Trade Area
2006

| Expenditures /Year |

Convenience Goods

Grocery $77,506,000
Health and Personal Care $28,297,000
Other (Liquor Stores, Convenience Stores) $8,299,000
Subtotal $114,102,000

Shopper's Goods (General Merchandise, Apparel, Furniture, Books,

Sporting Goods, etc.) $143,994,000
Eating and Drinking $55,074,000
Total Expenditure Potential $313,170,000

Source: Claritas, Inc.; W-ZHA

Trade Area residents account for more than 90 percent of the expenditure potentialsurrounding
State Street. The street’s revitalization will largely depend on its ability to successfully serve the resident
market.
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Annual Expenditure Potential All Target Markets
State Street

Trade Area
Type of Spending Employees Residents Total

Shopper's Goods $3,685,000 $8,201,000  $143,994,000  $155,880,000
Convenience Goods $2,860,000 $3,620,000 $114,102,000  $120,582,000
Eating and Drinking $7,920,000 $6,278.000 $55,074,000 $69,272,000
Total $14,465,000 $18,099,000 $313,170,000  $345,734,000

Source: W-ZHA
Market Penetration
W-ZHA estimated existing retail sales on State Street by multiplying the estimated square footage
of each store by the average sales per square foot for the store type. Comparing the markets’ expenditure
potential to actual estimated retail sales reveals the retail drawing power of State Street. The street’s

drawing power is below what would be expected from a convenience and eating and drinking perspective.
The 3 percent penetration rate for shopper’s goods stores is also low: 5 percent is a typical target.

State Street Penetration All Target Markets
State Street
Expenditure Actual State Street
Type of Spending Potential Estimated Penetration

Shoppers Goods $155,880,000 $4,850,000 /1 3.1%
Convenience Goods $120,582,000 $18,795,000 15.6%
Eating and Drinking $69,272,000 $6,730,000 9.7%
Total $345,734,000 $30,375,000 8.8%

1. Actual estimated sales excludes Kavanagh's Furniture which has a regional draw area.
Source: W-ZHA
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STATE STREET RETAIL POTENTIAL
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Best grocery

The grocery store most convenient to the residents within the Primary Trade Area is C-Town
(790 State Street) in Mason Square. At approximately 25,000 square feet, C-Town is independently
owned and operated under the C-Town brand. C-Town does not offer a full compkment of food stuffs,
prepared foods and household supplies. Therefore, it is not a “supermarket.” The larger scale
supermarkets, such as Save A Lot on Liberty Street, Big Y and Stop & Shop, are about a 10- to 15-minute
drive to Mason Square.

With approximately 56,000 people and the locations of the competition, there is the market to
support another supermarket in the Trade Area. Given the location and quality of competitive groceries
and supermarkets, a capture rate of 20 percent to 30 percent of the Resident Trade Area’s expenditure
potential is achievable. A supermarket rarely captures more than 70 percent of even the most loyal
patron’s expenditure potential. This capture rate allows for grocery shopping at other locations as well as
the State Street location, while assuming that C-Town will continue to serve the Trade Area. Residents
alone will support a supermarket, while the employee and student markets will benefit from the
development of a food store if it is sited near the colleges and employment hubs.



-16- Tab 2

W-Z HA, L.c

Grocery Store Potential
State Street

Total Capture Sales

Resident $77,506,000 20%-30% $19,376,500
| Square Feet of Grocery Store 55,000-70,000 |

Source: W-ZHA; Mason Square Community Organizations

Shopper’s Goods

State Street currently captures approximately 3.4 percent of its target markets’ shopper’s goods
expenditure potential. Given the number of households within the Trade Area and State Street’s access
and visibility, a 5 percent capture rate is achievable. This capture rate is conservative, yet appropriate
given the lack of an existing shopper’s goods cluster. Given this capture rate, an additional 5,000 to
15,000 square feet of shopper’s goods stores such as apparel stores, a movie rental store, a gift shop, and
sundry shops are supportable on State Street. These stores likely would not be chain stores, but
independent, entrepreneurial establishments targeting the student and resident markets. As such, the
average store size will be 2,500 square feet or less. The square footage range represents a wide range of
sales volume per square foot.

Shopper's Goods Potential
State Street
Supportable
Total Capture Sales

Target Markets $155,880,000 5% $7,794,000
Less: Existing Sales on State Street /1 ($4,850,000)

Net New Shopper's Goods Potential $2,944,000
[Square Feet 5,000 - 15,000 |

1. Actual estimated sales excludes Kavanagh's Furniture which has a regional draw area.

Source: W-ZHA; Mason Square Community Organizations
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Eating and Drinking Establishments

State Street currently captures less than 9 percent of the target markets’ eating and drinking
expenditure potential. Given State Street’s central location and traffic volumes this is a very low capture
rate.

ZHA has assumed reasonable capture rates for the student and resident markets in order to
identify the market potential on State Street. Reasonable capture rates were applied to non-MassMutual
employees on State Street. MassMutual contains within its headquarters’ building the equivalent of a food
court. It is unlikely, then, that MassMutual employees will spend as much in the immediate environs of
their place of work as the typical white collar employee.

Eating and Drinking Potential
State Street
Supportable
Total Capture Sales

Students $6,278,000 30% - 50% $2,511,200
Employees $7,920,000 10% - 30% $1,584,000
Residents $55,074,000 15% - 20% $9,637,950
Total $13,733,150
Less: Estimated Existing Sales on State Street ($6,730,000)
Net New Eating & Drinking Sales Potential $7,003,150
[Square Feet 10,000 - 30,000 |

Source: W-ZHA; Mason Square Community Organizations

One or two full-service restaurants (10,000 to 20,000 square feet) should be supportable on State
Street as well as smaller eateries and cafes oriented to the student and employee markets.

Stand-alone, chain restaurants will demand sites that are at strong intersections and/or centrally
located in the Trade Area. Prime sites for these types of uses include:

Corner of Benton and State streets

Corner of Hancock and State streets

Near the Kentucky Fried Chicken at 644 State Street

The block between Walnut and Oak streets across from STCC.

Independent restaurants reduce market risk by locating near other restaurants. A cluster of
restaurants helps to establish an area as an eating and drinking destination. The best place for this to occur

is at Mason Square on State Street. Mason Square is centrally located to the student market at American
International College, Springfield College and STCC.

Location Considerations

The market can support a supermarket-anchored shopping center of 70,000 to 100,000 square feet
on State Street. Such a shopping center is best located in the center of the Trade Area between Mason
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Square and Walnut Street. The center’s size will depend largely on site size. To accommodate a

supermarket alone will require more than 3.5 acres. A 70,000-square-foot center will require a 4.5 acre
site and a 100,000-square-foot center will require 6.5 acres.

Much of the shopper’s goods potential on State Street would best be located within a
neighborhood-serving shopping center with a supermarket anchor. The supermarket would draw
patronage to the benefit of the shopper’s goods stores.

If not in a grocery-anchored shopping center, shopper’s goods stores can reduce market risk by
locating near other retail stores. A cluster of stores helps to establish an area as a shopping destination.
The best place for this to occur is at Mason Square on State Street. Mason Square is centrally located to
Trade Area residents and the student market at American International College, Springfield College and
STCC.

RETAIL CONCLUSIONS

As the table below demonstrates, there is a market for a variety of retail uses on State Street.
Location criteria are different among the specific land uses. The following table highlights the siting
parameters of marketable land uses.

Retail Conclusions and Siting Parameters
State Street

Store Tvpe Square Feet Sitina Parameters
Supermarket 55.000-70.000 Center of Trade Area; 4 Acres
Shopper's Goods Stores 5.000-15,000 In Grocery Anchored Shopping Center; In a

"District"; Convenient to Target Markets

Eating and Drinking Establishments
High Traffic Volumes; Major Intersections;

National Chain Restaurants 10,000-20,000 0.5+ Acres
In Grocery Anchored Shopping Center; In a
Independent Restaurants 10,000 "District"; Convenient to Target Markets
Total * 80,000 - 115,000

* Potentially part of a supermarket anchored shopping center of 70,000 to 100,000 square feet.

Source: W-ZHA
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INTRODUCTION

The purpose of this study is to identify the depth and breadth of the market for newly-
introduced market-rate housing units—created both through adaptive re-use of existing non-
residential buildings as well as through new construction—to be leased or sold within
redevelopment located along the State Street Corridor, the major east-west arterial in the City of
Springfield. For the purposes of this study, the State Street Corridor study area encompasses 3.2
miles, running from East Columbus Avenue in Downtown to Berkshire Avenue in the west. In
addition to Downtown, the Corridor passes through six neighborhoods—Upper Hill, Old Hill,
Bay, McKnight, Six Corners, and Pine Point. The Federal Highway Administration and the
Commonwealth of Massachusetts are funding $13 million in roadway improvements along the
entire length of the Corridor. These improvements are scheduled to be completed by the fall of

2008.

The extent and characteristics of the potential market for newly-developed housing units along
the Corridor were identified using Zimmerman/Volk Associates’ proprietary target market
methodology. This methodology was developed in response to the challenges that are inherent in
the application of conventional supply/demand analysis to wurban development and
redevelopment. Supply/demand analysis ignores the potential impact of newly-introduced
housing supply on settlement patterns, which can be substantial when that supply is specifically

targeted to match the housing preferences and economic capabilities of the draw area households.
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In contrast to conventional supply/demand analysis, then—which is based on supply-side
dynamics and baseline demographic projections—target market analysis determines the depth
and breadth of the potential market derived from the housing preferences and socio-economic
characteristics of households in the defined draw area. Because it considers not only basic
demographic characteristics, such as income qualification and age, but also less-frequently
analyzed attributes such as mobility rates, lifestyle patterns and household compatibility issues,
the target market methodology is particularly effective in defining a realistic housing potential for

urban development and redevelopment.

The significant changes in American households (particularly shrinking household size and the
predominance of one- and two-person households) over the past several years, combined with
steadily increasing traffic congestion and rising gasoline prices, have resulted in significant changes
in neighborhood and housing preferences, with major shifts from predominantly single-family
detached houses in low-density suburbs to higher-density apartments, townhouses, and detached
houses in urban and mixed-use neighborhoods. This fundamental transformation of American
households is likely to continue over the next several years, representing an unprecedented
demographic foundation on which cities can re-build their downtowns and in-town

neighborhoods.

Using the target market methodology, Zimmerman/Volk Associates has therefore determined:

e Where the potential renters and buyers for newly-created housing units located
along the State Street Corridor are likely to move from (the draw areas);

*  Who currently lives in the draw areas and what they are like (the target markets);

e How many have the potential to move to the Corridor if appropriate housing units
were to be made available (depth and breadth of the market);

e What their housing preferences are in aggregate (rental or ownership, multi-family
or single-family);

* What their alternatives are (relevant residential development in the City of
Springfield);

e What they will pay to live in newly-created units located along the State Street

Corridor (market-rate rents and prices); and

ZIMMERMAN/VOLK ASSOCIATES, INC.
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* How quickly they will rent or purchase the new units (absorption forecasts).

The target market methodology is described in detail in the METHODOLOGY section at the end

of this study.

NOTE: Tables 1 and 2, included in this document, contain summaries of the market potential and
general target groups for new market-rate housing units created through adaptive re-use of existing
buildings and/or new construction located along the State Street Corridor. Tables 3 and 4 provide the
relevant supply-side context. Tables 5 through 8 outline the optimum initial market position and the
specific target household groups for new housing units to be located along the Corridor. The
appendix tables, provided in a separate document, contain migration and target market data covering
the appropriate draw areas for the city and for the State Street Corridor.

ZIMMERMAN/VOLK ASSOCIATES, INC.
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OVERVIEW.

The City of Springfield, Massachusetts, situated on the eastern bank of the Connecticut River in
the southwestern corner of the state, is an attractive and historic city of approximately 152,100
people. The city—established in 1636—is one of the oldest cities in America, and is the third
largest city in Massachusetts. Springfield is also the county seat of Hampden County, and the
regional center of the Pioneer Valley—the designation for the three counties (Hampden, Franklin,
and Hampshire) of Western Massachusetts that lie within the Connecticut River Valley. The city
is located 25 miles north of Hartford, Connecticut, and, at 90 miles, is nearly equidistant from
Albany, New York and Boston, Massachusetts; New York City and the New York metropolitan
area is within 150 miles of Springfield. Two interstates traverse the city: Interstate 91, the north-
south highway with its northern terminus at the Canadian border and the southern terminus at I-
95 in New Haven, Connecticut; and Interstate 291, an east-west connector highway, which links I-
91 in Downtown Springfield with Interstate 90 just north of the city in Chicopee. Bradley

International Airport in Connecticut is a 10-minute drive to the south.

Springfield, the “city of homes,” is home to 17 neighborhoods—from the older neighborhoods of
the South End, McKnight and Forest Park (McKnight and Forest Park Heights are Historic
Districts) in the western part of the city, to the more recently-constructed neighborhoods of

Sixteen Acres, including the Outer Belt, in the easternmost area of the city.

Based on Claritas’ estimates and projections, approximately 151,600 people (57,400 households)
currently live in the city; 47.6 percent of the population is male and 52.4 percent is female. Just
over half of the city’s residents are white, 22.2 percent are African-American, 2.4 percent Asian,
and the remaining 25 percent are some other race or a mix of two or more races. Nearly a third
are Hispanic. Median age is estimated at 33 years. Just over 15 percent of all Springfield
residents aged 25 or older have a college or advanced degree; nationally, that percentage is more

than 22 percent.

Currently, nearly 60 percent of the households that live in the city contain just one or two persons;

conversely, the “traditional” family household of married parents with children comprises just

ZIMMERMAN/VOLK ASSOCIATES, INC.
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16.4 percent of all Springfield households. Median household income is currently estimated at

$33,600. (The per capita income is just under $17,200.)

The unprecedented real estate escalation in the United States over the past several years has had a
significant impact in Springfield as well, where the median housing value soared from just $86,500

in 2000 to an estimated $138,000 in 2007, an increase of nearly 60 percent.

Slightly more than four percent of all dwelling units in the city were built since 1999, and 34.8
percent were built prior to 1939. Housing production posted double-digit growth rates through
the 1970s; during the 1980s, the percentage of new units produced dropped to just over six
percent, and continued to fall through the 1990s, to just one percent of all units in the late 1990s.
Slightly less than 44 percent of Springfield’s dwelling units are single-family detached, 7.6 percent
are units in large multi-family buildings of 50 units or more, and the remainder are a mix of units

in smaller multi-family buildings as well as single-family attached units.

Just over half of Springfield’s households are renters; 50.4 percent own their units. Nearly 23
percent do not own automobiles. More than 26 percent of the city’s residents aged 16 or more
are employed in sales and office work; 18.4 percent hold professional and related jobs; 21.6
percent have service jobs; 8.6 percent in management, business and financial employment; 17.9
percent production, transportation, and material moving; and seven percent are construction and
maintenance employees. Overall, 53 percent are white-collar occupations, 25 percent blue-collar,
and 22 percent service occupations. Approximately five percent of the population over 16 are
unemployed, although more than 41 percent are not currently in the labor force. Four percent of
employed residents walk to work, 5.8 percent take public transportation, 14.5 percent car-pool,
and nearly 73 percent drive alone. (The remaining 2.8 percent either work at home, ride bicycles

or motorcycles, or have other means of getting to work.)

Based on historic trends, Claritas projects that, over the next five years, the population of the City
of Springfield will continue to decline, by less than one percent, down from the estimated
151,600 persons in 2007 to a projected 150,500 persons in 2012. During the 1990s, Springfield

lost more than three percent of its population; since the 2000 census, the city is estimated to have

ZIMMERMAN/VOLK ASSOCIATES, INC.
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lost another three-tenths of one percent. The number of households in Springfield is also
projected to continue to fall, although not by a large number; by 2012, the city is projected to
contain 334 fewer households than in 2007.

Numerous institutions, major employers, and important buildings are located along the State
Street Corridor, from the MassMutual Center and the new Federal Courthouse in Downtown to
the MassMutual campus at the eastern end of State Street, including the Springfield Technical

Community College, the STCC Technology Park, and American International College.

A C-Town grocery store is located in the Mason Square area of the Corridor. Larger grocery
stores include a Big Y across the river in West Springfield, and a Stop n’ Shop and another Big Y in
Chicopee. As in many cities across the country, major retailers are found in auto-oriented malls,
in this case, the Eastfield Mall off Boston Road, where 55 stores—including Macy’s, Sears, the
J.C. Penney Outlet Store, Old Navy, the Gap, and Bath and Body Works, among many other

national credit tenants and specialty shops—are located.

ZIMMERMAN/VOLK ASSOCIATES, INC.
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MARKET POTENTIAL

American households, more than any other nation’s, have always been extraordinarily mobile. In
2000, although varying by region, an average of 16 percent of American households moved from
one dwelling unit to another. Household mobility is higher in urban areas; a higher percentage of

renters move than owners; and a higher percentage of younger households move than older

households.

Analysis of migration, mobility and geo-demographic characteristics of households currently
living within defined draw areas is therefore integral to the determination of the depth and

breadth of the potential market for market-rate housing units within the City of Springfield.

Analysis of Hampden County migration and mobility patterns from 2001 through 2005—the
latest data available from the Internal Revenue Service—shows that the county continues to
experience net migration losses, ranging from a net out-migration of 385 households in 2001 to a

net out-migration of more than 1,500 households in 2005. (See Appendix One, Table 1.)

Over the study period, annual in-migration to Hampden County has ranged between a low of
approximately 5,800 households, in 2003, to a high of more than 6,100 households, in 2001.
Over the same period, annual out-migration from Hampden County has ranged between just
under 6,400 households, in 2002, to more than 7,400 houscholds, in 2005. Approximately 18
percent of the out-migration is to Hampshire County, although collectively, the majority of out-
migration is to other Massachusetts counties and to urban areas in New England and along the

East Coast.

However, even though net migration provides insights into a city or county’s historic ability to
attract or retain households compared to other locations, it is those households likely to move into
an area (gross in-migration) that represent that area’s external market potential. For Hampden
County, between 20 and 25 percent of in-migration is from Hampshire County; both Hartford,
Connecticut and Worcester, Massachusetts each represent an additional eight to nine percent; the

Boston area (Middlesex, Suffolk, Essex and Norfolk Counties) adds another 10 percent; and the
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remaining 50 percent is from urban counties elsewhere in the United States, and from the

commonwealth of Puerto Rico.

This study therefore identifies the depth and breadth of the potential market for new and existing
housing units within both the City of Springfield and along the State Street Corridor, and
includes those households already living in the city as well as those households likely to move into

the city.

Where will the potential market for housing in the City of Springfield move from?

—The Draw Areas—

The depth and breadth of the potential market for new and existing market-rate housing units in
the City of Springfield was determined through migration, mobility and target market analyses
of households currently living within defined draw areas. Based on the migration analysis
described above, the draw areas for the City of Springfield and the State Street Corridor have

been delineated as follows:

e The primary draw area, covering houscholds currently living within the Springfield city
limits. Between 10 and 12 percent of the households living in the city move to another

residence within the city each year.

* The local draw area, covering households currently living in the balance of Hampden
County. Between two and three percent of the households living in the balance of
Hampden County, with the financial capacities to rent or purchase market-rate dwelling
units, could move to a residence in the city each year, if appropriate housing units were to

be made available.

e The regional draw area, covering households with the potential to move to the City of
Springfield from Hampshire and Worcester Counties in Massachusetts and Hartford

County in Connecticut.

e The metropolitan Boston draw area, covering households with the potential to move to the

City of Springfield from Middlesex, Suffolk, Essex and Norfolk Counties, Massachusetts.
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* The national draw area, covering houscholds with the potential to move to the City of
Springfield from all other U.S. counties and the commonwealth of Puerto Rico. Between
2,900 and 3,300 households move into Hampden County from elsewhere in the United
States each year; a small additional number are households moving from outside the
United States. Approximately a quarter of those households move into the City of

Springfield.

As derived from migration, mobility and target market analysis, then, the draw area distribution
of market potential (those households with the potential to move within or to the City of

Springfield) would be as follows (see also Appendix One, Table 9):

Market Potential by Draw Area
City of Springfield, Hampden County, Massachusetts

City of Springfield (Primary Draw Area): 39.5%

Balance of Hampden County (Local Draw Area): 31.8%

Hampshire, Worcester, Hartford Counties (Regional Draw Area): 11.5%
Middlesex, Suffolk, Essex, Norfolk Counties (Boston Draw Area): 4.5%
Balance of US (National Draw Area): _12.7%

Total: 100.0%

SOURCE: Zimmerman/Volk Associates, Inc., 2007.
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MARKET POTENTIAL FOR THE STATE STREET CORRIDOR

Where will the potential market for housing along the State Street Corridor move from?

The target market methodology identifies those households with a preference for living in urban
neighborhoods. After discounting for those segments of the city’s potential market that have
preferences for suburban and/or rural locations, the distribution of draw area market potential for

new and existing units located along the Corridor would be as follows (see also Appendix One,

Table 10):

Market Potential by Draw Area
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts
City of Springfield (Primary Draw Area):  46.3%
Balance of Hampden County (Local Draw Area):  24.8%
Hampshire, Worcester, Hartford Counties (Regional Draw Area): 10.0%

Middlesex, Suffolk, Essex, Norfolk Counties (Boston Draw Area): 6.0%
Balance of US (National Draw Area): 12.9%

Total:  100.0%
SOURCE: Zimmerman/Volk Associates, Inc., 2007.
Combined, the City of Springfield and Boston and national draw areas represent considerably
larger proportions of market potential for new housing along the Corridor (just over 65 percent)
than for the city as a whole (56.7 percent). Conversely, the Hampden County and regional draw
areas represent significantly smaller segments of market potential for the Corridor (34.8 percent)

than for the city as a whole (43.3 percent). (See again Appendix One, Table 9.)

How many households have the potential to move to the State Street Corridor each year?

As determined by the target market methodology, which accounts for household mobility within
the City of Springfield and the balance of Hampden County, as well as migration and mobility
patterns for households currently living in all other cities and counties, more than 2,000 younger
singles and couples, empty nesters and retirees, and traditional and non-traditional families, with
the financial capacities to rent or purchase market-rate dwelling units, represent the annual

potential market for new and existing housing units located along the State Street Corridor.
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The housing preferences of these 2,110 draw area households—based on tenure (rental/ownership)

choices and financial capacity—are outlined as follows (see also Table 1):

Annual Potential Housing Market
THE STATE STREET CORRIDOR

City of Springfield, Hampden County, Massachusetts

HOUSING TYPE

Multi-family for-rent
(lofts/apartments, leaseholder)

Multi-family for-sale
(lofts/apartments, condo/co-op ownership)

Single-family attached for-sale
(townhouses/rowhouses, fee-simple/
condominium ownership)

Low-range single-family detached
(houses, fee-simple ownership)

Mid-range single-family detached
(houses, fee-simple ownership)

High-range single-family detached
(houses, fee-simple ownership)

Total

SOURCE: Zimmerman/Volk Associates, Inc., 2007.

NUMBER OF
HOUSEHOLDS

560

280

210

300

470

2,010

PERCENT
OF TOTAL

27.9%

13.9%

10.4%

14.9%

23.4%

9.5%

100.0%

These 2,010 households comprise one quarter of the approximately 7,850 households that

represent the potential market for new and existing market-rate units in all of the City of

Springfield. These numbers indicate the depth of the potential market for new and existing

housing units along the Corridor, not housing need and not projections of household change.

These are the households that are likely to move to new housing along the Corridor if expanded

housing options were to be made available.

Appropriate housing types for new development along the Corridor include:

* Rental lofts and apartments (multi-family for-rent);

* For-sale lofts and apartments (multi-family for-sale); and

* Townhouses, rowhouses, live-work (single-family attached for-sale).
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Table 1

Potential Housing Market
Derived From New Unit Purchase And Rental Propensities Of Draw Area Households
With The Potential To Move To The Area In 2007
The State Street Corridor
The City of Springfield, Hampden County, Massachusetts

City of Springfield; Balance of Hampshire County;
Regional Draw Counties; Boston Region; All Other U.S. Counties
Draw Areas

Total Target Market Households
With Potential To Rent/Purchase In
The City of Springfield, Hampden County, Massachusetts 7,850

Total Target Market Households
With Potential To Rent/Purchase In
The State Street Corridor 2,010

Potential Housing Market

Multi- Single-
...... Family ... ... v Family oo
.. Attached .. ... L Detached . ............
For-Rent For-Sale All Ranges Low-Range  Mid-Range  High-Range Total
Total Households: 560 280 210 300 470 190 2,010
{Mix Distribution}:  27.9% 13.9% 10.4% 14.9% 23.4% 9.5% 100.0%

State Street Corridor Residential Mix
(Excluding Single-Family Detached)

Multi- Single-
...... Family ... ... ... Family . ..
.. Attached . .
For-Rent For-Sale All Ranges Total
Total Households: 560 280 210 1,050
{Mix Distribution): 53.3% 26.7% 20.0% 100.0%

NOTE: Reference Appendix One, Tables 1 through 12.

SOURCE: Claritas, Inc.;
Zimmerman/ Volk Associates, Inc.
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Excluding single-family detached units, then, this analysis has determined that in the year 2007,
up to 1,050 households currently living in the defined draw areas represent the pool of potential
renters/buyers of new market-rate housing units (new construction and/or adaptive re-use of
formerly non-residential structures) developed along the State Street Corridor (see again Table 1).
As derived from the tenure and housing preferences of those draw area households, the
distribution of rental and for-sale multi-family and for-sale single-family attached housing types

would be as follows:

Annual Potential Market for New Housing Units
Market-Rate Higher-Density Housing Units
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts

NUMBER OF PERCENT
HOUSING TYPE HOUSEHOLDS OF TOTAL
Rental Multi-Family 560 53.3%
(lofts/apartments, leaseholder)
For-Sale Multi-Family 280 26.7%
(lofts/apartments, condo/co-op ownership)
For-Sale Single-Family Attached 210 20.0%
(townhouses/rowhouses/live-work,
fee-simple ownership)
Total 1,050 100.0%

SOURCE: Zimmerman/Volk Associates, Inc., 2007.
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TARGET MARKET ANALYSIS

Who is the potential market?
—The Target Markets—

The market for urban housing is now being fueled by the convergence of the two largest
generations in the history of America: the 79 million Baby Boomers born between 1946 and 1964,

and the 77 million Millennials, who were born from 1977 to 1996.

Boomer households have been moving from the full-nest to the empty-nest life stage at an
accelerating pace that will peak sometime in the next decade and continue beyond 2020. Since
the first Boomer turned 50 in 1996, empty-nesters have had a substantial impact on urban,
particularly downtown housing. After fueling the dramatic diffusion of the population into ever-
lower-density exurbs for nearly three decades, Boomers, particularly affluent Boomers, are

rediscovering the merits and pleasures of urban living.

At the same time, Millennials are just leaving the nest. The Millennials are the first generation to
have been largely raised in the post-'70s world of the cul-de-sac as neighborhood, the mall as
village center, and the driver’s license as a necessity of life. As has been the case with predecessor
generations, significant numbers of Millennials are heading for the city. They are not just moving
to New York, Chicago, San Francisco and the other large American cities; often priced out of

these larger cities, Millennials are discovering second, third and fourth tier urban centers.

The convergence of two generations of this size—simultaneously reaching a point when urban
housing matches their life stage—is unprecedented. This year, there are about 41 million
Americans between the ages of 20 and 29, forecast to grow to over 44 million by 2015. In that
same year, the population aged 50 to 59 will have also reached 44 million, from 38 million today.
The synchronization of these two demographic waves will mean that there will be an additional

eight million potential urban housing consumers nine years from now.
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As determined by the target market analysis, and reflecting national trends, the potential market
for new market-rate housing units developed along the State Street Corridor can be characterized

by general household type as follows (see also Table 2):

Residential Mix By Household Type
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts

PERCENT RENTAL FOR-SALE FOR-SALE
HOUSEHOLD TYPE OF TOTAL MULTI-FAM. MULTI-FAM. SF ATT.
Empty-Nesters & Retirees 30% 28% 36% 29%
Traditional &
Non-Traditional Families 9% 11% 4% 9%
Younger Singles & Couples _61% _61% _60% _62%
Tortal 100% 100% 100% 100%

SOURCE: Zimmerman/Volk Associates, Inc., 2007.

* The largest general market segment is composed of younger households (younger singles

and couples).

The target groups in this segment typically choose to live in neighborhoods that contain
a diverse mix of people, housing types, and uses. Across the country, the revitalization of
urban neighborhoods has been pioneered by younger singles and couples, who, when
appropriate housing options have been available, helped re-populate those
neighborhoods. For the most part, younger households tend to be “risk-tolerant,” and
will move into areas or neighborhoods that would not be considered acceptable for most

families or older couples.

This younger market include a variety of white-collar professionals—the VZPs and
Upscale Suburban Couples; young entrepreneurs, artists, and “knowledge workers”—e-
Types, New Bohemians, Twentysomethings; as well as office workers, undergraduates and
graduate students, and other higher-education affiliates—No-Nest Suburbanites, Small-

City Singles, Urban and Suburban Achievers.
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Depending on housing type, younger singles and couples represent between 60 and 62
percent of the market for new housing units located along the State Street Corridor.
Nearly half would be moving from one unit to another within the city, more than 31
percent would be moving into the city from the balance of Hampden County and
surrounding counties, approximately seven percent would be moving from the Boston
Metropolitan area; and the remaining 12.5 percent would be moving from elsewhere in

New England and the U.S.

* The next largest market segment is comprised of older households (empty nesters and

retirees).

A significant number of these households have grown children who moved out of the
family home; another large percentage are retirees, with incomes from pensions, savings

and investments, and social security.

Empty nesters and retirees—which include the target groups of Affluent Empty Nesters,
Mainstream Retirees, Middle-Class Move-Downs, Multi-Ethnic Empty Nesters, and
Middle-American Retirees—make up 30 percent of the potential market for new housing
units located along the Corridor. An increasing number of these older households
choose to leave the houses in which they raised their families to move to newly-
constructed housing wherever it is available. They have different expectations from
either younger or family households, and paramount among them is the perceived ease
and convenience of apartment living, whether rental or for-sale, without the maintenance

and repairs required for single-family detached houses.

Empty-nest and retiree households currently represent between 28 percent and 36
percent of the market, depending on housing type. However, as with the Millennial
Generation, over the next several years this market segment should substantially increase,
because larger numbers of the “Baby Boom” generation will be entering the empty-nest

life stage.
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* The next general market segment is comprised of family-oriented households (traditional

and non-traditional families).

An increasing percentage of family-oriented households are non-traditional families,
notably single parents with one or two children. Non-traditional families, which during
the 1990s became an increasingly larger proportion of all U.S. households, encompass a
wide range of family households, from a single mother or father with one or more
children, an adult taking care of younger siblings, a grandparent responsible for
grandchildren, to an unrelated couple of the same sex with children. Traditional families
contain a married man and woman with children. These can also include “blended”
families, in which each parent was previously married to another individual and each has

children from that marriage.

Households with school-age children have historically been among the first to leave a city
when one or all of three significant neighborhood elements—safe and secure streets,
sufficient green space, and good schools—are perceived to be at risk. Unitil recently, this
outward movement of family households has accounted for the majority of new

construction, typically single-family detached houses, in areas outside the city limits.

In the 1980s, when the majority of the Baby Boomers were in the full-nest lifestage, the
“traditional family household” (married couple with one or more children) comprised
more than 45 percent of all American households. That market segment has now shrunk
to less than 25 percent of all American households, and the subset of the one wage-earner
traditional family has fallen to less than 15 percent of all American households. This
significant transformation reflects the increasing diversity of households with children, as

well as the aging of the Baby Boomers into the empty-nest lifestage.

Depending on housing type, family-oriented households, many of whom are single
parents with one or two children, comprise between four and 11 percent of the market for

new housing units located along the State Street Corridor.
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Table 2

State Street Corridor Housing Market By Household Type
Derived From New Unit Purchase And Rental Propensities Of Draw Area Households
With The Potential To Move To The Area In 2007
The State Street Corridor
The City of Springfield, Hampden County, Massachusetts

Multi- Single-
...... Family ... ... ... Family . ..
.. Attached . .
Total For-Rent For-Sale All Ranges
Number of
Households: 1,050 560 280 210
Empty Nesters
& Retirees 30% 28% 36% 29%
Traditional &
Non-Traditional Families 9% 11% 4% 9%
Younger
Singles & Couples 61% 61% 60% 62%
100% 100% 100% 100%

SOURCE: Claritas, Inc.;
Zimmerman/ Volk Associates, Inc.
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The primary target groups, their median and range of incomes, and median home values, are:

Potential Housing Market
(In Order of Median Income)
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts

HOUSEHOLD MEDIAN BROAD INCOME MEDIAN HOME
TYPE INCOME RANGE VALUE (IF OWNED)

Empty Nesters & Retirees

Affluent Empry Nesters $105,300 $50,000-$150,000 $251,000
Mainstream Retirees $82,100 $50,000-$100,000 $145,100
Multi-Ethnic Empty Nesters $79,000 $45,000-$110,000 $211,200
Middle-Class Move-Downs $65,500 $35,000-$95,000 $156,600
Middle-American Retirees $63,600 $25,000-$90,000 $132,700
Traditional & Non-Traditional Families
The Entrepreneurs $146,100 $75,000-$250,000 $299,700
Full-Nest Urbanites $110,100 $50,000-$175,000 $354,600
Unibox Transferees $99,300 $50,000-$150,000 $256,300
Multi-Cultural Families $73,100 $40,000-$110,000 $209,100
Multi-Ethnic Families $65,600 $35,000-$95,000 $147,500
Younger Singles & Couples
e-Types $121,200 $60,000-$200,000 $363,200
The VIPs $92,800 $45,000-$135,000 $206,400
Upscale Suburban Couples $86,900 $40,000-$125,000 $194,700
New Bohemians $81,200 $45,000-$115,000 $247,600
Twentysomethings $69,000 $35,000-$100,000 $156,600
Suburban Achievers $67,300 $30,000-$100,000 $158,100
No-Nest Suburbanites $66,300 $30,000—$95,000 $148,400
Urban Achievers $64,800 $30,000-$105,000 $183,400
Small-City Singles $59,100 $25,000-$90,000 $148,600

NOTE: The names and descriptions of the market groups summarize each group’s tendencies—as
determined through geo-demographic cluster analysis—rather than their absolute composition. Hence,
every group could contain “anomalous” households, such as empty-nester households within a “full-nest”

category.

SOURCE: Zimmerman/Volk Associates, Inc., 2007.

(Reference APPENDIX FOUR, TARGET MARKET DESCRIPTIONS, for detail on each target group.)
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THE CURRENT CONTEXT

There are four Downtown rental properties, totaling 860 units, that are predominantly market-
rate (see Table 3). Armoury Commons—262 apartments in several apartment buildings, built in
the 1920s, on Winter, Pearl, Spring and Salem Streets—contains a mix of studios, one- and two-
bedroom flats and two-story units. At the time of the most recent field investigation in August
2007, rents ranged between $525 per month for a 395-square-foot studio to $1,000 per month for
a 1,750-square-foot two-bedroom unit ($0.57 to $1.33 per square foot), and occupancy was at 91

percent.

Similar in size to Armory Commons, at 266 units, Morgan Square is the adaptive re-use of several
buildings flanking Taylor Street east of Main Street. The unit configurations range from studios
to two-bedroom flats, and include “live-work loft” units fronting on Taylor Street. Rents started
at $585 per month for a 400-square-foot studio and reached $820 for the two-bedroom unit at
850 square feet ($0.76 to $1.46 per square foot). At the time of the field investigation, Morgan

Square was at functional full occupancy (more than 95 percent occupied).

Stockbridge Court is an adaptive re-use of the former Milton Bradley toy factory buildings on
Willow Street. The 233 units include a mix of studios, and one- and two-bedroom flats, ranging
in rent from $632 per month for a 526-square-foot studio to $1,485 per month for an 1,073-
square-foot two-bedroom/two-bath apartment in the “Toy Factory” building ($1.07 to $1.42 per

square foot). At the time of the field investigation, Stockbridge Court was 98 percent occupied.

The fourth property, 122 Chestnut, is an adaptive re-use of the former YMCA on Chestnut
Street. The building, which contains 99 units in 33 different configurations, from one- and two-
bedroom flats to two-bedroom two-story units, had rents starting at $700 per month for a 665-
square-foot one-bedroom flat to $1,100 per month for a 1,250-square-foot two-bedroom, two-
story unit ($0.80 to $1.42 per square foot). At the time of the field investigation, occupancy was

at 80 percent.
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Table 3

Summary Of Selected Rental Properties

City of Springfield, Massachusetts

Page 1 of 2

July, 2007
Number  Reported Reported Rent per
Property (Date Opened) of Units  Base Rent  Unit Size Sq. Ft. Additional Information
Address
..... Downtown Springfield . . . ..
Armoury Commons
(1920s: Renovated 1977) 256 91% occupancy
69 Winter Street Studio $525 to 395 to $1.16 to Sport courts.
$550 475 $1.33 High speed internet.
1BR/1BA $600 to 675 to $0.84 to
$675 800 $0.89
2BR/1BA $725 to 890 to $0.84 to
$950 1,100 $0.86
2BR/1.5BA $950 to 1,125 to $0.57 to
$1,000 1,750 $0.81
Morgan Square
(1985: Remodeled 2000) 266 96% occupancy
15 Taylor Street Studio $585 400 $1.46 Elevator,
1BR/1BA $675 to 680 to $0.99 to fitness center.
$710 720 $0.99
1BR/1.5BA w/loft $720 950 $0.76
2BR/1BA $820 850 $0.96
Stockbridge Court
(1980: Remodeled 2005-6) 233 98% occupancy
45 Willow Street Studio $632 to 526 $1.20 to Residents’ lounge,
$677 $1.29 fitness center,
1BR/1BA $748 to 626 to $1.01 to Internet Café.
$896 890 $1.19
2BR/1BA $975 850 to $0.88 to
$1,046 1,185 $1.15
2BR/1 or 2BA $1,050 891 to $1.18 to
$1,485 1,073 $1.38
122 Chestnut 99 80% occupancy
45 Willow Street 1BR/1BA $700 to 665 to $1.05 to Fitness center,
$800 670 $1.19 high speed internet,
2BR/1BA $800 to 920 $0.87 to elevators,
$975 990 $0.98 community room,
2BR/1.5BA -TH $1,000 to 1,250 $0.80 to Heat/AC/hot water
$1,100 $0.88 included.

SOURCE: Zimmerman/ Volk Associates, Inc.



Summary Of Selected Rental Properties
City of Springfield, Massachusetts

Table 3

Page 2 of 2

July, 2007
Number  Reported Reported Rent per
Property (Date Opened) of Units  Base Rent  Unit Size Sq. Ft. Additional Information
Address
..... Other Springfield . . . ..
Kenwood Apartments 99% occupancy
428 Belmont Avenue Studio $475 to 225 to $2.00 to  High-speed internet.
$500 250 $2.11
1BR/1BA $625 to 400 $1.56 to
$675 $1.69
2BR/1BA $725 to 725 $1.00 to
$800 $1.10
Belmont Apartments 96% occupancy
70 Belmont Avenue Studio $500 to 360 $1.39 to
$525 $1.46
1BR/1BA $625 to 680 to $0.92  to
$725 740 $0.98
2BR/1BA $725 to 700 to $1.04 to
$825 775 $1.06
Pearl Street Apartments 99% occupancy
202 Pearl Street Studio $500 to 450 $1.11 to
$525 $1.17
1BR/1BA $600 to 610 $0.98 to
$675 $1.11
2BR/1BA $700 to 750 $0.93 to
$800 $1.07
Park Edge 97% occupancy
415 Porter Lake Drive 1BR/1BA $865 to 600 to $1.11 to Pool.
$890 800 $1.44
2BR/1BA $1,010 to 900 to $1.04 to
$1,035 1,000 $1.12
2BR/2BA $1,315 to 1,200 $1.10 to
$1,340 $1.12

SOURCE: Zimmerman/ Volk Associates, Inc.
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A significant number of residents at these properties are medical professionals employed at
Baystate Hospital and Western New England College Law School graduate students.
Approximately half of the residents have lived in their units for several years, and a majority
moved from out of town. According to the resident managers, concerns about safety are the first
questions posed by potential residents; many are deterred from renting because of the overt drug
dealing and prostitution in the area, the amount of trash on the streets, and the visible homeless
population, some of whom panhandle for a living and often take up temporary residence in the

entryways to these buildings.

Rent ranges tend to be lower outside Downtown Springfield, with some studios starting below
$500 per month; these units are very small, ranging between 225 and 450 square feet, so the rents
per square foot tend to be higher than typical ($2.00 to $2.11 at the Kenwood Apartments). The
most expensive units contain two bedrooms and one bath, ranging in rent from $700 to $825, and
in size from 700 to 775 square feet ($0.93 to $1.10 per square foot). Occupancies are comparable

to the downtown properties, typically above 95 percent.

Rents at the Park Edge property on Porter Lake Drive start at $865 per month for a 600-square-
foot one-bedroom unit, and go as high as $1,340 per month for a 1,200-square-foot two-
bedroom, two-bath apartment. The property has a community pool, and is also essentially fully

occupied.

There is limited new for-sale development activity in Springfield, mostly small subdivisions of
single-family detached houses on infill parcels with prices ranging from just under $190,000 to
$400,000 and up. In Downtown Springfield, the three largest condominium buildings are the
Classical Condominiums, an adaptive re-use of Springfield’s Classical High School on State
Street; Kimball Tower, the former Sheraton Hotel, on Chestnut Street; and Mclntosh
Condominiums, on Worthington Street. (See Table 4.) Only a small number of units were on
the market in July 2007. At Kimball Tower, one-bedroom flats ranging in size from 500 to 600
square feet were listed at prices ranging from $31,500 to $58,000 ($62 to $85 per square foot)).
Approximately half of the units in this property, which has had a troubled history due to the
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bankruptcy of the developer, are now owner-occupied, a substantial increase from three percent

owner-occupants several years ago.

Four condominiums at the Mulberry House were listed, ranging in size from 840 to 2,370 square
feet, and in price from $59,900 to $275,000 ($60 to $116 per square foot). Ten units were listed
at Classical High, the highest-value condominium property in Downtown, with the least expensive
unit, an 890-square-foot one-bedroom flat, priced at $119,900, and the most expensive, a 1,949-
square-foot two-bedroom, priced at $250,000. The prices per square foot for units listed for sale

at Classical High currently range between $116 and $157.

Outside Downtown, several condominiums were on the market in Georgetown, where the least
expensive unit in July was a 679-square-foot one-bedroom flat, priced at $124,900 ($184 per
square foot). The most expensive, a 1,250-square-foot two-bedroom flat was listed at $239,900
($209 per square foot). In general, no units were listed at less than $160 per square foot, although

all but two were listed at prices under $200 per square foot.

In Sixteen Acres, the least expensive unit was a 1,122-square-foot two-bedroom flat, priced at
$140,000 ($125 per square foot), and the most expensive was a 1,312-square-foot three-bedroom
flat listed at $160,000 ($122 per square foot). In Sixteen Acres, all of the units were listed at less
than $150 per square foot.
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Table 4
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Summary of Selected Multi-Family And Townhouse Listings
City of Springfield, Massachusetts

July, 2007
Unit List Unit
Building/Area Year Built Price Size Price psf Confiquration
..... Springfield Condominiums . . . . .

Kimball Tower 1910 $31,500 510 $62 1BR/1BA
$31,900 500 $64 1BR/1BA
$33,900 510 $66 1BR/1BA
$35,000 500 $70 1BR/1BA
$37,500 600 $63 1BR/1BA
$37,500 580 $65 1BR/1BA
$40,000 470 $85 1BR/1BA
$58,000 1,050 $55 2BR/2BA

Mulberry House 1962 $59,900 1,000 $60 1BR/1BA
$80,000 840 $95 1BR/1BA

$100,000 1,180 $85 2BR/1.5BA
$275,000 2,370 $116 2BR/2BA

McIntosh 1913 $79,900 1,300 $61 2BR/1BA

Adaptive Re-Use 1914 $95,000 783 $121 1BR/1BA

$109,000 783 $139 1BR/1BA
$145,000 1,115 $130 2BR/1BA

Hampden Gate 1976 $139,900 1,213 $115 2BR/2BA

Indian Orchard 1989 $97,500 1,100 $89 2BR/1.BA

Hampden Meadow 1986 $139,000 1,106 $126 2BR/2BA

Classical High 1897 $119,900 890 $135 1BR/1BA

$124,000 950 $131 2BR/1BA
$124,900 1,081 $116 1BR/1BA
$129,900 864 $150 1BR/1BA
$142,500 957 $149 2BR/1BA
$145,000 952 $152 2BR/1BA
$159,900 1,020 $157 1BR/1BA
$174,900 1,282 $136 2BR/1BA
$175,000 1,416 $124 2BR/2BA
$250,000 1,949 $128 2BR/2BA

SOURCE: Multiple Listing Service;
Zimmerman/ Volk Associates, Inc.



Table 4

Page 2 of 2

Summary of Selected Multi-Family And Townhouse Listings

City of Springfield, Massachusetts

July, 2007
Unit List Unit
Building/Area Year Built Price Size Price psf Confiquration
.. ... Springfield Condominiums{continued} . . . . .

Georgetown 1968 $124,900 679 $184 1BR/1BA
$165,900 1,037 $160 2BR/1.5BA
$171,900 1,027 $167 2BR/1.5BA
$184,900 1,130 $164 2BR/1.5BA
$184,900 1,035 $179 2BR/1.5BA
$189,900 1,027 $185 2BR/1.5BA
$192,900 1,038 $186 2BR/1.5BA
$194,900 1,030 $189 2BR/1.5BA
$209,900 1,098 $191 2BR/1.5BA
$225,000 1,245 $181 3BR/1.5BA
$225,000 1,229 $183 3BR/1.5BA
$229,900 1,044 $220 2BR/1.5BA
$239,900 1,150 $209 2BR/2BA

Sixteen Acres 1986 $140,000 1,122 $125 2BR/2BA

1971 $149,000 1,058 $141 2BR/2BA
$239,900 1,646 $146 3BR/2.5BA
1989 $149,900 1,224 $122 2BR/2BA
$159,900 1,530 $105 2BR/1.5BA
1976 $160,000 1,312 $122 3BR/2BA
Forest Park 1988 $145,000 950 $153 2BR/2BA
..... Springfield Townhouses . . . . .

Townhouses 2007 $139,900 to 1,300 $108 to 2BR/2BA
$144,900 $111

Sixteen Acres 1975 $141,900 1,328 $107 2BR/1.5BA

1986 $148,900 1,125 $132 2BR/2BA

Kimball Tower 1910 $160,000 1,420 $113 2BR/1.5BA

East Forest Park 1988 $165,000 1,446 $114 3BR/1.5BA

Georgetown 1968 $164,900 884 $187 2BR/1.5BA

Forest Park

Historic District 1988 $338,000 2,865 $118 2BR/3.5BA

SOURCE: Multiple Listing Service;
Zimmerman/ Volk Associates, Inc.
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RENT AND PRICE RANGES FOR THE STATE STREET CORRIDOR

From a market perspective, the major challenges to new residential development along the
Corridor include, in order of importance:
o Safety concerns: Like Downtown Springfield, the State Street Corridor has
genuine, not just perceived, security issues: drug-dealing and prostitution have
been both widespread and highly visible, and the homeless population has become

increasingly aggressive, engaging in highly uncivil and antisocial behavior.

As in the Downtown, these issues must be resolved satisfactorily for successful new

residential development to take place.

* Neglected or vacant properties: Derelict and vacant properties are a deterrent to
potential residents of the Corridor, as they contribute to the perception that this

area is neglected and dangerous.

* High costs: The rising costs of materials, in addition to the typically high cost of

adaptive re-use, drive rents and prices beyond the reach of many potential residents

of the Corridor.
* Lack of public open space: There are no public parks located along the Corridor.

From a market perspective, the assets of the State Street Corridor that would make it an attractive

place to live include:

* Employment: Each end of the Corridor is within walking distance of major
employment centers, including MassMutual to the west, and Downtown, STCC

and the STCC Technology Park to the east.

e Location and Access: The State Street Corridor is the principal east-west arterial in

the city, which makes it a convenient and highly accessible area.
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What is the market currently able to pay?
—Rent and Price Ranges—

Based on the tenure preferences of draw area households and their income and equity levels, the
general range of rents and prices for newly-developed market-rate residential units that could

currently be sustained by the market is as follows (see also Table 5):

Rent, Price and Size Range
Newly-Created Housing (Adaptive Re-Use and New Construction)
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts

RENT/PRICE SIZE RENT/PRICE
HOUSING TYPE RANGE RANGE PER SQ. FT.
RENTAL—
Live-Work Studios $500-$1,350/month 425-1,200 sf $1.13-$1.18 psf
Soft Lofts $725-$1,175/month 550-1,000 sf $1.18-$1.32 psf
Apartments $825-$1,625/month 600-1,350 sf $1.20-$1.38 psf
FOR-SALE—
Live-Work Studios $75,000-$165,000 450-1,250 sf $132-$167 pst
Soft Lofts $110,000-$155,000 600-1,100 sf $141-$183 psf
Apartments $125,000-$325,000 800-1,750 sf $156-$186 psf
Townhouses $175,000-$195,000 950-1,250 sf $156-$184 psf
Duplexes $185,000-$295,000 1,000-1,850 sf $159-$185 psf

T Unit interiors of “soft lofts” may or may not have high ceilings and are fully finished, with the interiors
partitioned into separate rooms.

SOURCE: Zimmerman/Volk Associates, Inc., 2007.

The above rents and prices are in year 2007 dollars, are exclusive of consumer options and
upgrades, or floor or location premiums, and cover the broad range of rents and prices for newly-
developed units currently sustainable by the market along the State Street Corridor.  Although
these rents and prices represent “market rates”—that is, within the economic capability of the
target households that represent the current market for new housing along the
Corridor—depending on acquisition, development, and construction costs, it is probable that

many buildings or projects could require financing assistance, subsidies and/or tax incentives to

provide units at these rents/prices. Alternately, programs such as “Live Near Your Work,” in
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which an employer provides an eligible employee with a forgiveable loan or grant to purchase a
dwelling unit within a specified geographic area, can help bridge the gap between what many

buyers can afford to pay and the actual cost of the units.

In addition, a project’s specific location on the Corridor can have a significant impact on the
values that can be achieved on the site. New units created in the Downtown section of the
Corridor, as well as new units created within larger-scale redevelopments at the eastern end of the
Corridor, near MassMutual, will carry higher values, for both rental and for-sale units, than units
developed in the middle section of the Corridor, in large part because eastern and western

Corridor locations are within walking distance of major employment centers.

How fast will the units lease or sel?

—Market Capture—

After nearly 20 years’ experience in various cities across the country, and in the context of the
target market methodology, Zimmerman/Volk Associates has determined that an annual capture
of between 10 and 15 percent of the potential market, depending on housing type, is achievable,
given the production of appropriately-positioned new housing. Based on a 15 percent capture of
the potential market for multi-family units, and a 10 percent capture of single-family attached

units, the State Street Corridor could support up to 147 new market-rate housing units per year,

as follows:
Annual Capture of Market Potential
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts
NUMBER OF CAPTURE NUMBER OF
HOUSING TYPE HOUSEHOLDS RATE NEW UNITS
Rental Multi-Family 560 15% 84
(lofts/apartments, leaseholder)
For-Sale Multi-Family 280 15% 42
(lofts/apartments, condo/co-op ownership)
For-Sale Single-Family Attached 210 10% 21

(townhouses/rowhouses/live-work,
fee-simple ownership)

Tortal 1,050 147

SOURCE: Zimmerman/Volk Associates, Inc., 2007.
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Table 5

Optimum Market Position

The State Street Corridor
City of Springfield, Hampden County, Massachusetts

September, 2007
Base Base Base Annual
Rent/Price Unit Size Rent/Price Market
Housing Type Range Range Per Sq. Ft. Capture
Multi-Family For-Rent 84 units
Live-Work Studios $500 to 425 to $1.13 to
Open Floorplans/1ba $1,350 1,200 $1.18
Soft Lofts $725 to 550 to $1.18 to
One and Two-Bedrooms $1,175 1,000 $1.32
Apartments $825 to 600 to $1.20 to
One- to Three-Bedrooms $1,625 1,350 $1.38
Multi-Family For-Sale 42 units
Live-Work Studios $75,000 to 450 to $132 to
Open Floorplans/1ba $165,000 1,250 $167
Soft Lofts $110,000 to 600 to $141 to
One- and Two-Bedrooms $155,000 1,100 $183
Apartments $125,000 to 800 to $156 to
One- to Three-Bedrooms $325,000 1,750 $186
Single-Family Attached For-Sale 21 units
Townhouses $175,000 to 950 to $156 to
Two-Bedrooms $195,000 1,250 $184
Duplexes $185,000 to 1,000 to $159 to
Two- and Three-Bedrooms $295,000 1,850 $185

NOTE: Base rents/ prices in year 2007 dollars and exclude floor premiums, options and upgrades.

SOURCE: Zimmerman/ Volk Associates, Inc.
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The annual market capture of 147 new units would require a capture rate of 14 percent of the
1,050 households, identified through target market analysis, that have the potential to rent or
purchase newly-developed market-rate housing units within locations situated along the State
Street Corridor—a rate that is well within the target market methodology’s parameters of

feasibility.

NOTE: Target market capture rates are a unique and highly-refined measure of feasibility.
Target market capture rates are not equivalent to—and should not be confused

with—penetration rates or traffic conversion rates.

The target market capture rate is derived by dividing the annual forecast absorption—in
aggregate and by housing type—by the number of households that have the potential to

purchase or rent new housing within a specified area in a given year.

The penetration rate is derived by dividing the zoza/ number of dwelling units planned for

a property by the zozal/ number of draw area households, sometimes qualified by income.

The traffic conversion rate is derived by dividing the zoza/ number of buyers or renters by

the rotal number of prospects that have visited a site.

Because the prospective market for a location is more precisely defined, target market
capture rates are higher than the more grossly-derived penetration rates. However, the

resulting higher capture rates are well within the range of prudent feasibility.

Opver five years, these capture rates would result in a total of 735 new dwelling units, or nearly

1,500 new residents, living on the Corridor.

This analysis examines market potential over the next five years. Because of the dramatic changes
in the composition of American households that occurred during the 1990s (see again THE
TARGET MARKETS above), and the likelihood that significant changes will continue, both the

depth and breadth of the potential market for downtown and in-town living is likely to increase.
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—Rental Distribution—

The proposed rent range covers leases by households with annual incomes ranging between
$25,000 and $80,000 or more. A single-person household with an income of $25,000 per year,
paying approximately 25 percent of gross income for rent and utilities—the national standard for
affordability is 30 percent—would qualify for a rent of $500 per month. A two- or three-person
household, with an income of $80,000 per year, paying approximately 25 percent of gross income

for rent and utilities, would qualify for a rent of $1,625 per month.

Based on the target household mix (/isted on Table 6) and the incomes of the target households,
the distribution by rent range of the 84 new rental units that could be absorbed each year over the
next five years in new developments or redevelopments along the State Street Corridor is as

follows:

Loft/Apartment Distribution by Rent Range
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts

MONTHLY UNITS

RENT RANGE PER YEAR PERCENTAGE
$500-$750 21 25%
$750-$1,000 21 25%
$1,000-$1,250 18 21%
$1,250-$1,500 16 19%
$1,500 and up _8 _10%
Total: 84 100%

SOURCE: Zimmerman/Volk Associates, Inc., 2007.

More than 80 percent of the lofts/apartments with monthly rents of $1,000 or less are likely to be
leased by younger singles and couples. Empty nesters and retirees represent the market for 12
percent of these units, and the remaining eight percent are non-traditional families. Over half of
the most expensive lofts and apartments (with monthly rents of $1,250 or more) are likely to be
leased by older couples, another 29 percent are likely to be leased by compact families where both
parents are employed, and the remaining 20 percent likely to be rented by dual-income younger

couples.
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Table 6

Annual Market Capture
Target Groups For Multi-Family For-Rent
The State Street Corridor
City of Springfield, Hampden County, Massachusetts

Empty Nesters Number of At 15 Percent

& Retirees Households Capture
Affluent Empty Nesters 20 3
Mainstream Retirees 20 3
Multi-Ethnic Empty Nesters 10 2
Middle-Class Move-Downs 70 9
Middle-American Retirees 40 6
Subtotal: 160 23

Traditional &

Non-Traditional Families

The Entrepreneurs 10 2
Full-Nest Urbanites 10 2
Unibox Transferees 10 2

Multi-Ethnic Families 30 5
Subtotal: 60 11

Younger

Singles & Couples

e-Types 20 3
The VIPs 20 3
Upscale Suburban Couples 10 2
New Bohemians 30 5
Twentysomethings 40 6
Suburban Achievers 100 13
No-Nest Suburbanites 40 6
Urban Achievers 30 5
Small-City Singles 50 7
Subtotal: 340 50
Total Households: 560 84

SOURCE: Claritas, Inc.;
Zimmerman/ Volk Associates, Inc.
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—For-Sale Distribution—

The proposed price range covers purchases by households with annual incomes ranging between
$30,000 and $125,000. A single-person household with an income of $30,000 per year, paying no
more than 25 percent of gross income for housing costs, including mortgage principal, interest,
taxes, insurance and utilities, would qualify for a mortgage of $67,500, with a 10 percent down
payment, at current interest rates. A two- or three-person houschold with an income of $125,000
per year under the same criteria would qualify for a mortgage of $300,000 at current interest

rates.

Based on the target household mix (/isted on Table 7) and incomes of the target households, the
distribution by price range of the 42 for-sale apartments that could be absorbed each year over the

next five years in developments located along the State Street Corridor is as follows:

Loft/Apartment Distribution by Price Range
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts

PRICE UNITS

RANGE PER YEAR PERCENTAGE
$50,000-$100,000 9 21%
$100,000-$150,000 12 29%
$150,000-$200,000 12 29%
$200,000-$250,000 6 14%
$250,000 and up 3 _7%
Total: 42 100%

SOURCE: Zimmerman/Volk Associates, Inc., 2007.

Younger singles and couples represent more than 70 percent of the market for lofts and
apartments priced at $150,000 or less, and empty nesters and retirees the remaining 30 percent.
More than 55 percent of the most expensive lofts and apartments, priced at $200,000 or more, are
likely to be purchased by empty nesters and retirees, with 45 percent likely to be purchased by
affluent younger couples. The very small traditional/non-traditional market for for-sale lofts and

apartments falls within the $150,000 to $200,000 price range.
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Table 7

Annual Market Capture
Target Groups For Multi-Family For-Sale
The State Street Corridor
City of Springfield, Hampden County, Massachusetts

Empty Nesters Number of At 15 Percent

& Retirees Households Capture
Affluent Empty Nesters 20 3
Mainstream Retirees 10 2
Multi-Ethnic Empty Nesters 10 2
Middle-Class Move-Downs 40 5
Middle-American Retirees 20 3
Subtotal: 100 15

Traditional &
Non-Traditional Families
Multi-Ethnic Families 10 2
Subtotal: 10 2
Younger
Singles & Couples

The VIPs 10 2
Upscale Suburban Couples 30 4
New Bohemians 10 2
Twentysomethings 30 4
Suburban Achievers 20 3
No-Nest Suburbanites 10 2
Small-City Singles 60 8
Subtotal: 170 25
Total Households: 280 42

SOURCE: Claritas, Inc.;
Zimmerman/ Volk Associates, Inc.
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Based on the target household mix (/isted on Table 8) and incomes of the target groups, the
distribution by price range of the 21 townhouses and duplexes that could be absorbed each year

over the next five years in redevelopments along the State Street Corridor is as follows:

Townhouse/ Distribution by Price Range
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts

PRICE NUMBER
RANGE OF UNITS PERCENTAGE
$175,000-$200,000 9 43%
$200,000-$225,000 6 29%
$225,000-$250,000 3 14%
$250,000 and up 3 _14%
Total: 21 100%

SOURCE: Zimmerman/Volk Associates, Inc., 2007.

In this case, younger singles and couples represent 60 percent of the market for townhouse or
duplex units priced at $225,000 or less; non-traditional families comprise just 6.7 percent; and
empty nesters and retirees the remaining 33.3 percent.  Two-thirds of the townhouses and
duplexes priced at $225,000 or more are likely to be purchased by younger couples; the remaining

third is equally divided between empty nesters and retirees and more non-traditional families.
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Table 8

Annual Market Capture
Target Groups For Single-Family Attached For-Sale
The State Street Corridor
City of Springfield, Hampden County, Massachusetts

Empty Nesters Number of At 10 Percent

& Retirees Households Capture
Affluent Empty Nesters 10 1
Multi-Ethnic Empty Nesters 10 1
Middle-Class Move-Downs 30 3
Middle-American Retirees 10 1
Subtotal: 60 6

Traditional &

Non-Traditional Families

The Entrepreneurs 10 1

Multi-Ethnic Families 10
Subtotal: 20 2

Younger
Singles & Couples

The VIPs 10 1
Upscale Suburban Couples 20 2
Twentysomethings 30 3
Suburban Achievers 10 1
No-Nest Suburbanites 10 1
Small-City Singles 50 5
Subtotal: 130 13
Total Households: 210 21

SOURCE: Claritas, Inc.;
Zimmerman/ Volk Associates, Inc.
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HOUSING TYPES APPROPRIATE FOR THE STATE STREET CORRIDOR

Building and unit types most successfully used in residential redevelopment or new residential

construction in urban locations include:

e Courtyard Apartment Building: In new construction, an urban, pedestrian-oriented
equivalent to conventional garden apartments. An urban courtyard building is four or
more stories, often combined with non-residential uses on the ground floor. The building
should be built to the sidewalk edge and, to provide privacy and a sense of security, the
first floor should be elevated significantly above the sidewalk. Parking is either below

grade, at grade behind or interior to the building, or in an integral structure.

The building’s apartments can be leased, as in a conventional income property, or sold to
individual buyers, under condominium or cooperative ownership, in which the owner pays

a monthly maintenance fee in addition to the purchase price.

* Loft Apartment Building: Either adaptive re-use of older warehouse and manufacturing
buildings or a new-construction building type inspired by those buildings. The new-

construction version is usually elevator-served with double-loaded corridors.

Soft Lofts: Unit interiors typically have high ceilings, are fully finished and partitioned
into individual rooms. Units may also contain architectural elements reminiscent of “hard
lofts,” such as exposed ceiling beams and ductwork, concrete floors and industrial finishes,

particularly if the building is an adaptive re-use of an existing industrial structure.

The building’s loft apartments can be leased, as in a conventional income property, or sold
to individual buyers, under condominium or cooperative ownership, in which the owner
pays a monthly maintenance fee in addition to the purchase price. (Loft apartments can
also be incorporated into multifamily buildings along with conventionally-finished

apartment units.)
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* Mansion Apartment Building: A two- to four-story flexible-use structure with a street
fagade resembling a large detached or attached house (hence, “mansion”). The attached
version of the mansion, typically built to a sidewalk on the front lot line, is most
appropriate for downtown and in-town locations. The building can accommodate a
variety of uses—from rental or for-sale apartments, professional offices, any of these uses
over ground-floor retail, a bed and breakfast inn, or a large single-family detached

house—and its physical structure complements other buildings within a neighborhood.

Parking behind the mansion buildings can be either alley-loaded, or front-loaded served

by shared drives

Mansion buildings should be strictly regulated in form, but flexible in use. However,
flexibility in use is somewhat constrained by the handicapped accessibility regulations in

both the Fair Housing Act and the Americans with Disabilities Act.

* Townhouse: Similar in form to a conventional suburban townhouse except that the
garage—either attached or detached—is located to the rear of the unit and accessed from
an alley or auto court. Unlike conventional townhouses, urban townhouses conform to the
pattern of streets, typically with shallow front-yard setbacks. To provide privacy and a

sense of security, the first floor should be elevated significantly above the sidewalk.

* Live-work is a unit or building type that accommodates non-residential uses in addition
to, or combined with living quarters. The typical live-work unit is a building, either
attached or detached, with a principal dwelling unit that includes flexible space that can be
used as office, retail, or studio space, or as an accessory dwelling unit, or a single unit that

is permitted for both residential and commercial uses.

Regardless of the form they take, live-work units should be flexible in order to respond to
economic, social and technological changes over time and to accommodate as wide as
possible a range of potential uses. The unit configuration must also be flexible in order to
comply with the requirements of the Fair Housing Amendments Act and the Americans

with Disabilities Act.
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METHODOLOGY.

The technical analysis of market potential for the State Street Corridor included delineation of

the draw areas and physical evaluation of the area and the surrounding context.

The delineation of the draw areas for housing within the City of Springfield was based on historic

settlement patterns, migration trends for Hampden County, and other market dynamics.

The evaluation of market potential for the Corridor was derived from target market analysis of
households in the draw areas, and yielded:
e The depth and breadth of the potential housing market by tenure (rental and
ownership) and by type (apartments, attached and detached houses); and
* The composition of the potential housing market (empty-nesters/retirees,

traditional and non-traditional families, younger singles/couples).

NOTE: The Appendix Tables referenced here are provided in a separate document.

DELINEATION OF THE DRAW AREAS (MIGRATION ANALYSIS)—

Taxpayer migration data provide the framework for the delineation of the draw areas—the
principal counties of origin for households that are likely to move to Hampden County. These
data are maintained at the county and “county equivalent” level by the Internal Revenue Service

and provide a clear representation of mobility patterns.

Appendix One, Table 1.
Migration Trends

Analysis of Hampden County migration and mobility patterns from 2001 through 2005—the
latest data available from the Internal Revenue Service—shows that the county continues to
experience net migration losses, ranging from a net out-migration of 385 households in 2001 to a

net out-migration of more than 1,500 households in 2005.

Over the study period, annual in-migration to Hampden County has fluctuated between the low

of approximately 5,800 households, in 2003, to the high of more than 6,100 households, in 2001.
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Over the same period, annual out-migration from Hampden County has ranged between just
under 6,400 households, in 2002, to more than 7,400 households, in 2005. Approximately 18
percent of the out-migration is to Hampshire County, although collectively, the majority of out-
migration is to other Massachusetts counties and to urban areas in New England and along the

East Coast.

However, even though net migration provides insights into a city or county’s historic ability to
attract or retain households compared to other locations, it is those households likely to move into
an area (gross in-migration) that represent that area’s external market potential. For Hampden
County, between 20 and 23 percent of in-migration is from Hampshire County; both Hartford,
Connecticut and Worcester, Massachusetts each represent an additional seven to 10 percent; the
Boston area (Middlesex, Suffolk, Essex and Norfolk Counties) adds another 10 percent; and the

remaining 50 percent is from urban counties elsewhere in the United States.

Based on the migration data, the draw areas for the City of Springfield have been delineated as

follows:

e The primary draw area, covering households currently living within the Springfield city
limits. Between 10 and 12 percent of the households living in the city move to another

residence within the city each year.

e The local draw area, covering households currently living in the balance of Hampden
County. Between two and three percent of the households living in the balance of
Hampden County, with the financial capacities to rent or purchase market-rate dwelling
units, could move to a residence in the city each year, if appropriate housing units were to

be made available.

* The regional draw area, covering houscholds with the potential to move to the City of
Springfield from Hampshire and Worcester Counties in Massachusetts and Hartford

County in Connecticut.
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* The metropolitan Boston draw area, covering households with the potential to move to the

City of Springfield from Middlesex, Suffolk, Essex and Norfolk Counties, Massachusetts.

e The national draw area, covering households with the potential to move to the City of
Springfield from all other U.S. counties. Between 2,900 and 3,300 households move into
Hampden County from elsewhere in the United States each year; a small additional
number are households moving from outside the United States. Approximately a quarter

of those households move into the City of Springfield.

Anecdotal information obtained from real estate brokers, sales persons, leasing agents, and other

knowledgeable sources corresponded to the migration data.

Migration Methodology:

County-to-county migration is based on the year-to-year changes in the addresses shown on the
population of returns from the Internal Revenue Service Individual Master File system. Data on
migration patterns by county, or county equivalent, for the entire United States, include inflows
and outflows. The data include the number of returns (which can be used to approximate the

number of households), and the median and average incomes reported on the returns.

TARGET MARKET CLASSIFICATION OF CITY AND COUNTY HOUSEHOLDS—

Geo-demographic data obtained from Claritas, Inc. provide the framework for the categorization
of households, not only by demographic characteristics, but also by lifestyle preferences and socio-
economic factors. An appendix containing detailed descriptions of each of these target market

groups is provided along with the study.

Appendix One, Tables 2 and 3.
Target Market Classifications

Of the estimated 57,445 households living in the City of Springfield in 2007, just over 46 percent,
or 26,500 households, have the capacity to rent or buy market-rate housing. (Reference Appendix
One, Table 2.) Median income within the city is estimated at $33,600, approximately 32 percent

lower than the national median of $49,300. Median home value within the city is estimated at
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$138,000, more than 20 percent below the national median of $172,900. Up to 36.2 percent of
the city’s “market-rate” households can be classified as empty nesters and retirees, another 33.8
percent are traditional and non-traditional families, and 30 percent are younger singles and

couples.

Just under 62 percent, or 111,345 houscholds, of the estimated 180,105 households living in
Hampden County in 2007 have the capacity to rent or buy market-rate housing. (Reference
Appendix One, Table 2.) Median income within the county is estimated at $45,600,
approximately 7.5 percent lower than the national median. Median home value within the county
is estimated at $187,400, more than eight percent higher than the national median. Up to 42
percent of Hampden County’s “market-rate” households are classified as empty nesters and
retirees, another 34.5 percent are traditional and non-traditional families, and the remaining 23.5

percent are younger singles and couples.

Target Market Methodology:

The proprietary target market methodology developed by Zimmerman/Volk Associates is an
analytical technique, using the PRIZM NE houschold clustering system, that establishes the
optimum market position for residential development of any property—from a specific site to an
entire political jurisdiction—through cluster analysis of households living within designated draw
areas. In contrast to classical supply/demand analysis—which is based on supply-side dynamics
and baseline demographic projections—target market analysis establishes the optimum market
position derived from the housing and lifestyle preferences of households in the draw area and
within the framework of the local housing market context, even in locations where no close

comparables exist.

In the target market methodology, clusters of households (usually between 10 and 15) are
grouped according to a variety of significant factors, ranging from basic demographic
characteristics, such as income qualification and age, to less-frequently considered attributes such
as mobility rates, lifestyle patterns and compatibility issues. Zimmerman/Volk Associates has
refined the analysis of these household clusters through the correlation of more than 500 data

points related to housing preferences and consumer and lifestyle characteristics.
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As a result of this process, Zimmerman/Volk Associates has identified 41 target market groups
with median incomes that enable most of the households within each group to qualify for market-
rate housing. The most affluent of the 41 groups can afford the most expensive new ownership
units; the least prosperous are candidates for the least expensive existing rental apartments.
Another 25 groups have median incomes such that most of the households require housing

finance assistance.

Once the draw areas for a property have been defined, then—through field investigation, analysis
of historic migration and development trends, and employment and commutation patterns—the
households within those areas are quantified using the target market methodology. The potential
market for new market-rate units is then determined by the correlation of a number of
factors—including, but not limited to: household mobility rates; median incomes; lifestyle

characteristics and housing preferences; the location of the site; and the competitive environment.

The end result of this series of filters is the optimum market position—by tenure, building
configuration and household type, including specific recommendations for unit sizes, rents and/or

prices—and projections of absorption within the local housing context.

DETERMINATION OF THE POTENTIAL MARKET FOR THE CITY OF SPRINGFIELD (MOBILITY
ANALYSIS)—

The mobility tables, individually and in summaries, indicate the number and type of households
that have the potential to move within or to the City of Springfield in the year 2007. The total
number from each city/county is derived from historic migration trends; the number of

households from each group is based on each group’s mobility rate.
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Appendix One, Table 4.
Internal Mobility (Households Moving Within the City of Springfield)—

Zimmerman/Volk Associates uses U.S. Bureau of the Census data, combined with Claritas data,
to determine the number of households in each target market group that will move from one

residence to another within a specific jurisdiction in a given year (internal mobility).

Using these data, Zimmerman/Volk Associates has determined that up to 3,100 households
living in the City of Springfield, and with the capacity to rent or purchase market-rate housing,
have the potential to move from one residence to another within the city this year. Over 39
percent of these households are likely to be younger singles and couples (as characterized within
six Zimmerman/Volk Associates’ target market groups); another 35.8 percent are likely to be
family-oriented households (in eight market groups); and the remaining 24.8 percent are likely to

be empty nesters and retirees (in seven market groups).

Appendix One, Table 5.
External Mobility (Households Moving To the City of Springfield from the Balance of Hampden
County)—

The same sources of data are used to determine the number of households in each target market
group that will move from one area to another within the same county. Using these data, up to
2,500 households, currently living in the balance of Hampden County and with the capacity to
rent or purchase market-rate housing, have the potential to move from a residence in the county to
a residence in the City of Springfield this year. Just over 36 percent of these households are likely
to be traditional and non-traditional families (in 10 market groups); 35.2 percent are likely to be
empty nesters and retirees (in nine groups); and the remaining 28.4 percent are likely to be

younger singles and couples (in eight groups).
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Appendix One, Tables 6 through 8.
External Mobility (Households Moving To the City of Springfield from Outside Hampden
County)—

These tables determine the number of households in each target market group living in each draw
area county that are likely to move to the City of Springfield in 2007 (through a correlation of

Claritas data, U.S. Bureau of the Census data, and the Internal Revenue Service migration data).

Appendix One, Table 9.
Market Potential for the City of Springfield—

Appendix One, Table 9 summarizes Appendix One, Tables 4 through 8. The numbers in the
Total column on page one of these tables indicate the depth and breadth of the potential market
for new and existing market-rate dwelling units in the City of Springfield in the year 2007
originating from households currently living in the draw areas. Up to 7,850 households with the
potential to rent or purchase market-rate housing have the potential to move within or to the City
of Springfield this year. Together, younger singles and couples (in 11 groups) and compact
traditional and non-traditional families (in 13 groups) are likely to account for 71.8 percent of

these households, with the remaining 28.2 percent likely to be empty nesters and retirees (in 12

groups).

The distribution of the draw areas as a percentage of the potential market for the City of

Springfield is as follows:

Market Potential by Draw Area
City of Springfield, Hampden County, Massachusetts
City of Springfield (Primary Draw Area):  39.5%
Balance of Hampden County (Local Draw Area):  31.8%
Hampshire, Worcester, Hartford Counties (Regional Draw Area): 11.5%
Middlesex, Suffolk, Essex, Norfolk Counties (Boston Draw Area): 4.5%
Balance of US (National Draw Area): 12.7%
Total:  100.0%
SOURCE: Zimmerman/Volk Associates, Inc., 2007.
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DETERMINATION OF THE POTENTIAL MARKET FOR THE STATE STREET CORRIDOR—

The total potential market for the new market-rate housing units to be developed within existing
buildings or new construction within redevelopments along the State Street Corridor also includes
the primary, local, regional, metropolitan Boston, and national draw areas. Zimmerman/Volk
Associates uses U.S. Bureau of the Census data, combined with Claritas data, to determine which
target market groups, as well as how many households within each group, are likely to move to the

corridor in a given year.

Appendix One, Tables 10 through 12.
Market Potential for the State Street Corridor—

As derived by the target market methodology, more than 2,000 of the 7,850 households that
represent the market for new and existing market-rate housing units in the City of Springfield are
a market for new market-rate housing units within redevelopment locations along the State Street
Corridor. (See Appendix One, Table 10.) Nearly 58 percent of these households are likely to be
younger singles and couples (in nine market groups); another 33.8 percent are likely to be empty
nesters and retirees (in five groups); and just 10.4 percent are likely to be traditional and non-

traditional family households (in five groups).
The distribution of the draw areas as a percentage of the market for the State Street Corridor is:

Market Potential by Draw Area
THE STATE STREET CORRIDOR
City of Springfield, Hampden County, Massachusetts

City of Springfield (Primary Draw Area):  46.3%

Balance of Hampden County (Local Draw Area):  24.8%

Hampshire, Worcester, Hartford Counties (Regional Draw Area): 10.0%
Middlesex, Suffolk, Essex, Norfolk Counties (Boston Draw Area): 6.0%
Balance of US (National Draw Area): _12.9%

Total:  100.0%
SOURCE: Zimmerman/Volk Associates, Inc., 2007.
The 2,010 draw area households that have the potential to move to the State Street Corridor this
year have been categorized by tenure propensities to determine renter/owner ratios. More than 28

percent of these households (or 560 households) comprise the potential market for new market-
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rate rentals. The remaining 72.1 percent (or 1,450 households) comprise the market for new

market-rate for-sale (ownership) housing units. (See Appendix One, Table 11.)

Of these 1,450 households, 19.3 percent (or 280 households) comprise the market for market-rate
multi-family for-sale units (condominium apartments and lofts); and another 14.5 percent (210
households) comprise the market for market-rate attached single-family
(townhouse/rowhouse/live-work) units. The remaining 66.2 percent (or 960 households)

comprise the market for all ranges and densities of market-rate single-family detached houses.

(See Appendix One, Table 12.)

—Target Market Data—

Target market data are based on the Claritas PRIZM NE household clustering system, modified
and augmented by Zimmerman/Volk Associates as the basis for its proprietary target market
methodology. Target market data provides number of households by cluster aggregated into the
three main demographic categories—empty nesters and retirees; traditional and non-traditional

families; and younger singles and couples.

Zimmerman/Volk Associates’ target market classifications are updated periodically to reflect the
slow, but relentless change in the composition of American households. Because of the nature of
geo-demographic segmentation, a change in household classification is directly correlated with a
change in geography, 7.e.—a move from one neighborhood condition to another. However, these
changes of classification can also reflect an alteration in one of three additional basic
characteristics:

o Age;

* Household composition; or

e Economic status.

Age, of course, is the most predictable, and easily-defined of these changes. Household
composition has also been relatively easy to define; recently, with the growth of non-traditional

households, however, definitions of a family have had to be expanded and parsed into more
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highly-refined segments. Economic status remains clearly defined through measures of annual

income and household wealth.

A change in classification is rarely induced by a change in just one of the four basic characteristics.
This is one reason that the target household categories are so highly refined: they take in multiple
characteristics. Even so, there are some rough equivalents in household types as they move from
one neighborhood condition to another. There is, for example, a strong correlation between the
Suburban Achievers and the Urban Achievers; a move by the Suburban Achievers to the urban core
can make them Urban Achievers, if the move is accompanied by an upward move in socio-
economic status. In contrast, Suburban Achievers who move up socio-economically, but remain

within the metropolitan suburbs may become Upscale Suburban Couples or Fast-Track Professionals.

Household Classification Methodology:

Household classifications were originally based on the Claritas PRIZM geo-demographic
segmentation system that was established in 1974 and then replaced by PRIZM NE in 2005. The
revised household classifications are based on PRIZM NE which was developed through unique
classification and regression trees delineating 66 specific clusters of American households. The
system is now accurate to the individual household level, adding self-reported and list-based
household data to geo-demographic information. The process applies hundreds of demographic

variables to nearly 10,000 “behaviors.”

Over the past 19 years, Zimmerman/Volk Associates has augmented the PRIZM cluster system
for use within the company’s proprietary target market methodology specific to housing and
neighborhood preferences, with additional algorithms, correlation with geo-coded consumer data,
aggregation of clusters by broad household definition, and unique cluster names. For purposes of
this study, only those household groups with median incomes that enable most of the households

within each group to qualify for market-rate housing are included in the tables.

¥
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ASSUMPTIONS AND LIMITATIONS—

Every effort has been made to insure the accuracy of the data contained within this analysis.
Demographic and economic estimates and projections have been obtained from government
agencies at the national, state, and county levels. Market information has been obtained from
sources presumed to be reliable, including developers, owners, and/or sales agents. However,
this information cannot be warranted by Zimmerman/Volk Associates, Inc. While the
methodology employed in this analysis allows for a margin of error in base data, it is assumed

that the market data and government estimates and projections are substantially accurate.

Absorption scenarios are based upon the assumption that a normal economic environment will
prevail in a relatively steady state during development of the subject property. Absorption
paces are likely to be slower during recessionary periods and faster during periods of recovery
and high growth. Absorption scenarios are also predicated on the assumption that the product
recommendations will be implemented generally as outlined in this report and that the
developer will apply high-caliber design, construction, marketing, and management techniques

to the development of the property.

Recommendations are subject to compliance with all applicable regulations. Relevant

accounting, tax, and legal matters should be substantiated by appropriate counsel.
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RIGHTS AND STUDY OWNERSHIP—

Zimmerman/Volk Associates, Inc. retains all rights, title and interest in the methodology and
target market descriptions contained within this study. The specific findings of the analysis are

the property of the client and can be distributed at the client’s discretion.
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Appendix One, Table 1

Gross Annual Household In-Migration
Hampden County, Massachusetts
2001, 2002, 2003, 2004, 2005

Page1of3

..... 2001..... .....2002..... .....2003..... .....2004..... .....2005.....

County of Origin ~ Number Share ~ Number Share ~ Number Share  Number Share  Number Share
Hampshire 1,280 20.9% 1,300 21.7% 1,280 22.0% 1,365  23.2% 1,345 22.7%
Worcester 440  72% 455  7.6% 470  81% 515  8.8% 505  8.5%
Hartford, CT 545  8.9% 555  9.3% 530  9.1% 485  82% 460  7.8%
Middlesex 245  4.0% 235 3.9% 206 3.5% 240 41% 240 41%
Franklin 130 2.1% 155 2.6% 160  2.7% 150  2.5% 155 2.6%
Essex 75 12% 9%  1.6% 125 2.1% 135 2.3% 125 2.1%
Suffolk 130 2.1% 125 2.1% 165  2.8% 125 2.1% 125 2.1%
APO/FPO/Foreign 110 1.8% 115 1.9% 90  1.5% 100 1.7% 120 2.0%
Berkshire 145 2.4% 135 2.3% 140 2.4% 100 1.7% 110 1.9%
Tolland, CT 80  1.3% 70  12% 75 1.3% 100 1.7% 8  1.4%
Bristol 60  1.0% 60  1.0% 45  0.8% 50  0.8% 75 1.3%
Norfolk 75 12% 60  1.0% 8  1.5% 85  1.4% 75 1.3%
New Haven, CT 8  1.4% 55 0.9% 70 12% 75 1.3% 65 1.1%
Kings, NY 60  1.0% 50  0.8% 75 1.3% 70  12% 60  1.0%
Plymouth 0  0.0% 0 0.0% 60  1.0% 50  0.8% 60  1.0%
Bronx, NY 50  0.8% 80  1.3% 60  