





























Beacon Hill Residential Market Study

Opportunities

Demographic shifts and changes in consumer preferences
are bound to benefit Beacon Hill and other urban infill pro-
jects. Continued employment growth at Hospital Hill and
new housing development has also helped stabilize nearby
neighborhoods.

In addition to proximity to downtown and the presence of large tracts of va-
cant land, the site is benefitting, will benefit, or could benefit from the follow-

ng:

Demographic Shift: A demographic change is occurring nationally that
will shift housing demand from large, suburban homes focused on fami-
lies to smaller, more compact homes, with less emphasis on families. By
2040, an estimated 70 million homes will be built in the U.S. At the same
time, the number of family households will significantly decline, and
housing for singles will increase. (See Macro Trend Overview in the De-
mand Section.)

Change in Preferences: Studies in the past decade show that roughly
one-third of households would prefer to live in dense, walkable neighbor-
hoods, as opposed to more conventional suburbs, yet most new home
construction continues to fail to meet this demand. This is based on cur-
rent demand, and does not take into account plausible future trends, such
as rising gas prices. (See Macro Trend Overview.)

Nearby Employment: Hospital Hill, a city neighborhood that includes
the Truman Medical Center, Children’s Mercy Hospital, and the Univer-
sity of Missouri-Kansas City School of Medicine, as well as other medical
uses, is situated immediately west of Beacon Hill. These three hospitals
alone comprise three of the city’s largest employers in the area with more
than 6,500 total employees and 2,500 students. Other major employment
centers such as Crown Center, County Club Plaza, and downtown are
also within four miles of Beacon Hill.

New Housing: Efforts in the last 20 years to add new market rate and
affordable housing have already helped to stabilize some neighborhoods
within and near Beacon Hill; this demonstrates the viability of new devel-
opments in the area, if well planned and executed.

Top: Continued growth
of the Hospital Hill
medical  district  will
increase demand for
nearby housing. Mid-
dle and Bottom: New
affordable and market
rate housing has help
stabilize adjacent
neighborhoods.
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Beacon Hill Residential Market Study

Current Site Liabilities

Beacon Hill is impacted by numerous factors that impede its suc-
cessful reintroduction into the market as a viable neighborhood.
These include perceptions of high crime, low neighborhood mar-
ketability, and general blight.

The site has numerous liabilities that must be addressed for the project to suc-
ceed. We have summarized some key liabilities:

Neighborhood Matrketability/“First One In”: Beacon Hill’s market
position as a residential location is presently low. While some areas west
of the neighborhood have seen successful new for-sale or rental housing
development, the general area as a whole has been largely ignored for
many years. The larger Beacon Hill plan and its inclusion of new afford-
able rental housing has the potential to raise the profile (and thus market-
ability) of the neighborhood. That being said, by being the initial project
ot, the “first one in”, the initial 25 homes may — if developed prematurely
— not reap the benefits of investment that is committed by the city and
Beacon Hill developers over longer periods of time.

Crime (perceived or real): Portions of Kansas City, including Beacon
Hill, have higher crime rates (as documented in the demographic section
of the report). If crime and fear of crime are not successfully addressed,
the project will have far greater difficulty meeting its market rate housing
targets. However, studies have long shown that increasing pedestrian
traffic (what Jane Jacobs called “eyes on the street”) reduces crime.

Blight and Obsolescence: The general appearance of much of the
neighborhood—its vacant lots, dilapidated homes, and poor infrastruc-
ture—must be addressed to make the project more marketable. Obsolete
buildings must be upgraded or replaced.

Other Issues: A myriad of other liabilities, social, economic, and physi-
cal, are present in the area, including high unemployment, low educational
attainment, pootly performing schools, low incomes, absentee landlords,
and low homeownership—all of which is documented in the demo-
graphic section of this report.
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Beacon

Hill Residential Market Study

Primary Market Area

The Primary Market Area—an area of significant
social, economic, and ethnic diversity—could pro-
vide roughly 40 to 50 percent of the total demand
for housing at Beacon Hill.

The Primary Market Area is defined as the smallest geographic
area that typically generates between 70 to 80 percent of the sup-
port for a project. In this instance, we expect the PMA should
generate roughly 40 to 50 percent of the total support for housing
at Beacon Hill. This is because:

e  The overall long-term project is large enough that it can mar-
ket on a regional scale, well beyond typical sub-market
boundaries;

e The project will be unique within the immediate area and
thus may draw heretofore unlikely demographic groups (e.g.
suburban families) back to the city; and

e In addition to marketing regionally, the project is likely to
attract a disproportionate amount of houscholds that have
recently relocated to metro Kansas City (for example,
roughly 27 percent of residents in Greater Downtown Kan-
sas City relocated from outside the region?).

The PMA is characterized in part by its concentration of urban
and young professionals; indeed, we anticipate this group, along
with Displaced Urbanites (empty nesters), to provide significant
demand at the site. This is supported by discussions with area
realtors and a recent survey of residents in the Greater Down-
town Kansas City*.

However, the PMA is by no means homogeneous; relative to the
region, the PMA differs in the following ways:

e Economic Diversity: it has a higher proportion of people
in the highest income brackets (above $250,000) and the low-
est (below $30,000).

e  Ethnic Diversity: the PMA has far greater minority repre-
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sentation (35 percent of residents are minority or of
mixed race, compared to 251percent in the MSA).

e Social Diversity: it has significantly more college
graduates (45 percent versus 32 percent), but a slightly
higher proportion of persons without a high school
diploma.

In defining the PMA, we relied partly on geo-demographic
segmentation analysis, which considers not only conven-
tional demographic variables like age and income, but also
neighborhood preferences (i.e. geographic characteristics)
and culture, values, and buying habits (psychogtaphic vari-
ables). We plotted out the locations of urban and young
professionals and used this as a guide to define the PMA, as
shown above.
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Beacon Hill Residential Market Study

PMA Characteristics:
Population Density

Beacon Hill is one of the least-densely popu-
lated portions of Kansas City. An opportunity
exists to develop the neighborhood at an ur-
ban density, allowing more people to benefit
from its central location.

The map at right shows the rough outlines of the PMA,
which includes some of the densest areas in metro Kan-
sas City. As a result of this density, many of the
neighborhoods within the PMA are among the region’s
most walkable and most transit-supporting. These com-
munities also have high shares of multifamily housing,
and single family homes tend to be on relatively small
All of these characteristics can (and probably
should) be mimicked, in order to appeal to the broadest
possible market.

lots.

A closer view of the City of Kansas City (bottom right)
reveals a significant trend that directly impacts Beacon
Hill. As the map shows, most of the city is colored in
darker shades of red—indicating that these are among
the densest neighborhoods in the region.
there are a few exceptions, the first of which are areas
along the rivers that are comprised primarily of industrial
uses. The other is the area immediately south of down-
town, which includes Beacon Hill. While this is partially
due to heavy concentrations of non-residential uses, it is
primarily because of significant de-population.
this area’s central location between some of the region’s
most heavily populated areas and downtown, there is
clearly an impetus for further development of Beacon
Hill, increasing its density so that more can enjoy the

However,

Given

advantages of its central location.
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Beacon Hill Residential Market Study

PMA Characteristics:
Income

Though household incomes may be more mod-
est than other suburban areas in the Kansas
City region, the PMA has high income density.
The opportunity at the site is to generate high
returns though density, as opposed to afflu-
ence.

The map on the right shows income density, which is
based on the total amount of income in a given
square mile. Based on this measure, the PMA con-
sists of some of the most income-rich communities
and neighborhoods in the region. While some subuz-
ban communities have high incomes on a per capita
basis, the PMA has relatively more people per square
mile (due to more multifamily housing and more
compact single family lots), and thus greater income
density. This has many advantages, including the
encouragement of more pedestrian-oriented retail.

This indirectly explains a well-known principle in real
estate development: density generates higher returns.
A home on a nearly one acre lot in Mission Hills
might sell for $800,000, but it would appeal to a rela-
tively small pool of buyers. Six townhomes or
smaller single-family homes might each be sold for
$250,000 on the same atea of land, resulting in cumu-
lative sales of $1.5 million. Plus, the market is much
deeper because more people can obviously afford
housing at the lower price. It also underscores the
enormous market opportunity at Beacon Hill: its
proximity to downtown and the city’s central corridor
means it is marketable at an urban density; this allows
it to appeal to a broad market while yielding high
returns.

income Density
B
$50,000 $1,000,000,000+
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Beacon Hill Residential Market Study

Demographic Analysis

Demographic analysis reveals many
significant ways in which the PMA dif-
fers from Beacon Hill, and how both
differ from metro Kansas City. In the
instance of the PMA, this information is
highly useful in understanding a large
portion of the likely market for housing
at Beacon Hill.

Population and Age

Successful national and local efforts and
trends have led to a stronger, more stable
urban housing market; demand for housing in
Kansas City has increased.

Population: The most significant population
trend is that, after a decade of minimal popu-
lation growth, Kansas City’s population grew
during the past decade and is projected to
grow another three percent through 2015.

The PMA experienced different, yet also posi-
tive, trends.
population between 1990 and 2000 but is

It experienced a decrease in

projected to have stabilized in the past dec-
ade. The PMA is projected to generally main-
tain its current populations through 2015.
These positive trends can be attributed to a
number of factors, including: renewed interest
in city living; changing demographic trends,
including an increase in college age residents
and empty nesters; and successful human-
affordable

which have simultaneously removed institu-

scaled housing  development,

tional housing and stabilized neighborhoods.

Missouri’s historic tax credit program has also

removed batriers to reuse and development.

Areas near Beacon Hill have been enhanced by
a mix of market rate and affordable redevelop-
ment schemes, which have brought some sta-
bility to parts of the neighborhood. However,
little market-rate housing has been introduced
in Beacon Hill; doing so will require even
greater efforts.

Metro Kansas City also experienced notable
growth throughout the past two decades. Its
population grew twelve percent between 1990
and 2000 and ESRI estimates another eleven
percent throughout the past ten years. House-
hold growth in the region occurred at an even
faster pace, contributing substantially to the
demand for single-family developments.

Age: The middle chart shows a fairly even age
distribution in the PMA, meaning various
housing types should be provided to appeal to
people of different ages. The College Age (18-
24), Early Workforce (25-34), and Family
Years (35-49) groups are somewhat larger than
the metro average, so proportionally, more
housing should target these age groups than
say, a standard suburban development. Empty
Nesters (50-64), Seniors (65-74), and Elderly
(75+) are comparable in number to the re-
gional average, yet school age children are un-
der-represented, meaning many of the Family
Years households do not have children. Thus,
while a market for family households exists, it
is less than one would expect to find in a con-
ventional suburban development.  Seniors
comprise an average market today, but will
grow faster than any other group though 2015.

Population Trends

Kansas City

Description Beacon Hill PMA Kansas City MSA
Population

2015 Projection 400 160,000 489,000 2,140,000

2010 Estimate 400 161,000 473,000 2,050,000

2000 Census 400 161,000 442,000 1,840,000

1990 Census 600 173,000 436,000 1,640,000

Growth 2010-2015 0% -1% 3% 4%

Growth 2000-2010 0% 0% 7% 11%

Growth 1990-2000 -33% -7% 1% 12%
© 2011 ESRI

Elde?V Pre-school
College
Age <— Above Average

Early
Workforce

/

Population Distribution by Age
PMA: 2010

Source: ESRI

Projected Population Growth
Primary Market Area: 2010-2015
Source: ESRI, 2011
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Beacon Hill Residential Market Study

Income

Presently, Beacon Hill provides few households that qualify
for market-rate housing. Some new residents will come
from the PMA; many will share the following similar charac-
teristics: disproportionately single, educated, earn above-
average incomes, and desire smaller-than-average homes
and lots.

Income: The PMA is very economically diverse; though on average, it is
less affluent and contains fewer well-educated professionals relative to the
region. As the chart to the right shows, the median household income of
the PMA ($49,900) is less than that of the region by 17 percent. However,
on a per capital basis, it actually has a higher income ($32,823) than the re-
gion, by eleven percent. This is explained by the high percentage of singles
in the PMA.

In other words, housing demand is strong in the PMA, despite lower me-
dian houschold incomes. Many residents do, however, require a different
type of housing, which could include a smaller home, smaller yard, a one-
car garage, and/or fewer bedrooms.

As the pie charts show, a large portion of the PMA is income-qualified for
market rate housing (67 percent), though not as much as the regional figure.

Market Demand: Income analysis shows that a paradigm shift will be nec-
essary for Beacon Hill. Despite being located within an area of the region

Beacon Hill (29%)

0%0%_—1%

Primary Market Area (67%)

305 4%

Metro Kansas City (76%)

Income by Area
ESRI 2011

B Median Household Per Capita
$60,400
$49,900 $49,700 $49,100
$32,823
$22,100 $26,058 29,335 $24,823
$14 204
Beacon Hill Kansas City Kansas City MSA Missouri

where 67 percent of households would qualify for market rate housing, just
29 percent of existing households in Beacon Hill would qualify for market
rate housing. This troubling indicator of the economic situation of many of
the neighborhood’s current residents will likely be one of the greatest chal-
lenges to its redevelopment, as many affluent homebuyers could easily look
elsewhere in the city’s urban core.

Given the neighborhood conditions and the need to draw residents from
outside the immediate area, the neighborhood will need to provide housing
that represents a substantial “value” from other competitive neighborhoods
in the city. As our supply analysis will show, homes in some of the city’s
more established urban neighborhoods have an average home price of
about $250,000. In otder to attract market rate buyers, the homes should
be comparably built, but maybe priced below the competition in these
neighborhoods by about $25,000 to $50,000.

Legend:

B <$15,000
“Deep Subsidy” Housing
¥ $15,000-5$24,999
Affordable Housing e== ® $25,000-$34,999
® $35,000-$49,999
= $50,000-$74,999
. ® $75,000-$99,999
Market Rate Housing
$100,000-$149,999
$150,000-$199,999

$200,000+
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Beacon Hill Residential Market Study

Households and Housing

Data points to less demand for single

unit, homeowner, family-targeted
housing products than can be found in
more conventional developments,
which are typically located at the re-

gional periphery.

Typical households in the PMA differ
from those in the broader region in sig-
nificant ways. This provides insight into
the proportion of housing products that
should be offered at Beacon Hill, relative
to conventional suburban development,

both in the short-term and long-term.

e The PMA has a much lower per-
centage of homeowners (52 percent,

compared to 68 percent for the re-
gion).

e The PMA also has a significantly
lower percentage of family house-
holds (two or more related persons),
when compared with the region (48
versus 67 percent).

e Single family housing units are far
more common in the region (74
percent), compared to the PMA (59
percent).

e  Houscholds are much smaller in the
PMA (2.04 persons per household),
compared to a typical regional

household (2.50 persons per house-

hold). This is not surprising, given

that fewer households in the PMA
are comprised of families. In fact,
42 percent of all households in
the PMA consist of singles, com-
pared to just 27 percent through-
out the region.

These data all point to the same con-
clusion: the PMA is comprised dispro-
portionately of singles who are more
inclined to rent, and more likely to live

in multifamily housing.

That being said, there is still ample
opportunity for single-family homes
targeting families at Beacon Hill. After
all, nearly half of all homes in the PMA
are comprised of families, and one-
fifth have children (or 48 percent of all
families).
families have not moved to the city

Also, it may be that more

because new housing development has
not targeted them. Since Beacon Hill
already comprised of a relatively large
proportion (67 percent) of single-
family homes, it represents a unique
opportunity to provide a product that
is lacking in the PMA.

However, the PMA demographics
offers a lesson for the redevelopment
project over the long-term. That is, by
no means, should Beacon Hill be com-
prised exclusively of single unit, family

-oriented housing,.

Household Overview

Kansas City

Description Beacon Hill PMA Kansas City MSA
2010 Housing Units 200 89,800 231,000 890,000
2010 Occupied Households 200 76,400 198,000 810,000

Occupancy Rate 79% 85% 86% 90%

Percent Owner-Occupied Units 48% 52% 57% 68%

Percent Family Households 49% 48% 58% 67%

Average Household Size 2.33 2.04 2.34 2.50

Children Present (<19) 23% 23% 27% 28%

© 2011 ESRI
Persons Per Household
ESRI 2011
B Beacon Hill HPMA Kansas City MSA
[
45% 42%
32%33%
27%
21%
16%
14%
13%12% 1%, T 1% gy
Il s B=
One Two Three Four Five+
Percent Single Family Housing Units
ESRI2011
74%
67% 66%
59%
Beacon Hill PMA Kansas City  Kansas City MSA
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Beacon Hill Residential Market Study

Other Demographic Data

Beacon Hill's greatest marketability or image issues are schools and
crime. The residential market for the site will be well-educated and value
culture, diversity, transit, architecture, public space, and location.

Schools: Schools are one of the biggest
marketability hurdle for the project,
particularly in attracting families with
children. The City’s public school dis-
trict ranks 447t out of 478 in the state

of Missouri.>

Crime: Fear of crime is also a market-
ability issue for the project. Kansas City
ranks near the top of crime lists in the
U.S. The Greater Downtown neighbor-
hood has a crime index of 309 (with
100 being the national average).

It is not impossible for even high crime
areas to foster successful real estate
projects. Roanoke Valentine and Rock
Hill, with crime rates comparable to the
overall city rate, have some of the high-
est real estate values—on a per square
foot basis—in the Kansas City region.
The lesson in urban real estate is that
sometimes a great location trumps fears
of crime. Some may express concern
that increases in population density
correlate with increases in crime. This
is unfounded, as it is often a host of
other variables (e.g. unemployment rate,
graduation rate, gang activity) that go
The
table at bottom right shows that Hyde

hand-in-hand with high crime.

Park is much more dense than the

Greater Downtown, yet crime is actually

lower.

Education: Data suggest that the market
for housing at Beacon Hill will consist of
highly-educated households. Just eight pet-
cent of current Beacon Hill residents hold a
bachelor’s degree, and only seven percent
have advanced degrees; however, more
than a quarter of residents in the larger
PMA hold bachelor’s degrees, and nearly a
fifth hold advanced degrees.

Based on this and the high level of educa-
tion of new residents moving to the urban
core of Kansas City, we anticipate over half
of Beacon Hill’s residential base will be
college-educated. This will likely be accom-
panied by an emphasis on children’s educa-
tion, cultural amenities, the environment,
public transit, architecture, and trade-offs
of space for better design, materials, and

location.

Residents in Beacon

Hill and the PMA are less dependent upon

Auto-orientation:

cars, primarily because they have fewer
persons per houschold, but also because
they are more likely to use public transit.
One-car garages will still be marketable to
many housceholds, and two-car garages are
likely to be the maximum necessary to mar-
ket any particular home.

Educational Attainment

ESRI2011
34%
28% 28%
0,
20% 19% 18%
11%
8% 7%
H.S. Diploma Bachelor's Degree Advanced Degree
M Beacon Hill MPMA [ Metro Kansas City
Car Ownership
ESRI2011
48%
44%
41%
32% 34% 35%
20%
13% 13% .
7% 9%
0%
0 1 2 3
M Beacon Hill PMA ' Metro Kansas City
Crime Index and Density
Selected Zip Codes and Jurisdictions
Community Greater Downtown Roanoke Valentine Hyde Park Rock Hill
Zip Code 64108 64111 64109 64110
Total Crime Index 309 369 289 382
Personal Crime Index 372 383 327 403
Density (pop./sqg. mi.) 2,206 6,311 5,563 5,601

Sources: OnBoard LLC, Census 2000. Crime index uses national average - set at 100-

- as a benchmark
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Beacon Hill Residential Market Study

Supply Analysis

Housing Overview

The regional housing market was greatly affected by the recession and its aftermath.
This has in turn affected short-term potential at the site. Long-term prospects are much
better; we estimate a recovered regional economy—some years ahead—can likely sup-

port over 10,000 new units annually.

The national housing bubble began to “burst”
in metro Kansas City in 2007. Building pet-
mits dropped from nearly 13,300 in 2006 to
less than 8,200 in 2007, a 38 percent decrease.
By 2009, annual permits dropped to just over
3,400 (or roughly a 74 percent decline from
2000), and fell to 2,600 permits in 2010.

Home prices have also faired pootly. Accord-
ing the Federal Housing Finance Authority,
the average home price in the first quarter of
2011 in metro Kansas City declined 2.8 pet-
cent from the previous year. While this is no-
where near the 30 to 40 percent declines that
some markets experienced post-recession, it
has had a significant impact on the economy.
Overall, the median home value in metro Kan-

sas City stood at $139,900 in 2010.

As the middle chart shows, there is a discern-
able pattern in permitting activity for Kansas
City. The number of permits issued increased
between 2000 and 2005 before plummeting in
2007. At its decade-high in 2005, the city is-
sued 3,365 permits, but by 2007, that number
had fallen to just over 1,000. Just 280 total
permits were issued in 2010. The chart also
demonstrates that multifamily development
comprises a significant percentage of the total

residential development activity in the city, or
44 percent, to be precise.

The current economic free-fall makes analyzing
real estate markets difficult at this time. Pricing
is complicated, but this can generally be ad-
dressed by relying on sound market fundamen-
tals, such as demographic support (i.e. income
and houscholds) for a project. What is more
difficult is estimating absorption. If current
trends are relied upon, absorption projections
will look bleak, since there is little buyer activity
at the moment. Absorption trends from several
years ago are not reliable; they were distorted by
the housing bubble.

regional average of about 10,000 units per year

We assume the ten-year

is a reasonable estimate of homebuilding activ-
ity, once the market recovers.

The FHFA’s housing price index figures shown
at bottom indicate a dismal for-sale housing
market. In addition to these types of figures, a
considerable amount of data points to a slow
recovety, including: persistently high unemploy-
ment, tightened lending standards, high foreclo-
sure numbers. Many national analysts predict
recovery probably won’t occur until at least
2013 and market is able to achieve the estimated
10,000 units per year.6
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Beacon Hill Residential Market Study

For-Sale Supply

With no true comparable develop-
ments, supply is evaluated in three
ways: case study, survey of key
infill projects, and evaluation of sin-
gle family housing in select
neighborhoods.

With no true comparable projects in the
Kansas City region to choose from, we
have employed two techniques in evaluat-
ing housing supply as it relates to Beacon
Hill.

e Single Family and Townhome
Sales: we evaluate sales in three com-
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Beacon Hill Residential Market Study

For-Sale Supply: Union Hill and Hyde Park Neighborhoods

Union Hill

We have identified numerous sales of single-family homes or townhomes in
the Union Hill neighborhood, which is just west of Beacon Hill. Home prices
in this neighborhood range dramatically because some homes in the neighbor-
hood ate in poor to below average condition. However, a typical range for
recently built or well maintained homes is $150,000 to $350,000, ot about $80
to $140 per square foot.

Most of the homes we identified are either fairly new or have been well main-
tained and are in relatively good condition. The homes typically include two,
three, or four bedrooms with at least two bathrooms. Additionally, the homes
typically have attached rear parking 2-car garages, hardwood flooring, and
appropriate appliances. The homes also generally have quality exteriors such
as brick or hardi-board siding.

Representative Properties - Union Hill

Address Type Sale Price BR s.f. $/s.f. Year Built
2919 Grand Ave. TH $161,000 2 1,624 $99 1987
2920 Grand Ave. SF  $285,000 3 2,300 $124 1998
2623 Charlotte SF  $179,000 5 2,100 $85 1910
3028 Grand Ave. SF  $272,500 2+ 2,038 $134 1889
116 E. 30th St. SF  $307,500 2+ 2,580 $119 1984

Source: Heartland Multiple Listing Service

Hyde Park

The Hyde Park neighborhood, which is listed in the National Register of His-
toric Places is situated just southwest of Beacon Hill. It contains some of the
city’s oldest and most stately homes. However, almost no homes are able to
achieve sale prices that exceed $100 per square foot. Despite sizes that typically
exceed 3,000 square feet, well maintained homes in this neighborhood typically
range from $175,000 to $400,000.

The vast majority of homes in this neighborhood were built between 1890 and
1910. The homes typically include three, four, or five bedrooms with at least
two bathrooms. The homes also generally have detached 2-car garages located
in the rear, historic features, and masonry facades.

Representative Properties - Hyde Park

Address Type Sale Price BR s.f. $/s.f. Year Built
3641 Holmes St. SF  $382,000 4 3,999 $96 1909
3322 Campbell St. SF  $197,000 3 2,300 $86 1898
3334 Harrison St. SF  $347,500 4 4,515 $77 1890
3540 Campbell St. SF  $209,900 5 3,085 $68 1910
3335 Campbell St. SF  $196,000 4 3,143 $62 1909

Source: Heartland Multiple Listing Service

-3335 Campbell BT/

DEVELOPMENT STRATEGIES

20



Beacon Hill Residential Market Study

For-Sale Supply: Roanoke/Valentine and Crestwood Neighborhoods

Roanoke/Valentine

Sales of homes in the Hyde Park neighborhood, which is southwest of Beacon
Hill, are able to achieve higher price points than some of the other neighbor-
hoods in our analysis. Homes in this neighborhood typically range from
$150,000 to $350,000, or about $80 to $140 per square foot. Because some
homes in the area are in poor to below average condition, aggregate informa-
tion is not representative of sale prices for new or well-maintained homes.

Most of the homes are either fairly new or have been well maintained and are
in relatively good condition. The homes typically include two, three, or four
bedrooms with at least two bathrooms. Additionally, the homes typically have
attached rear parking 2-car garages, hardwood flooring, and appropriate appli-
ances. The homes also generally have quality exteriors such as brick or hardi-
board siding.

Representative Properties - Roanoke/Valentine

Address Type Sale Price BR s.f. $/s.f. Year Built
3660 Madison Ave. SF  $350,000 4 3,155 $111 1905
3669 Jefferson St. SF  $282,000 5 3,220 $88 1911
3677 Jefferson St. SF  $250,000 3 1,928 $130 1915
3747 Valentine Rd. SF  $405,000 5 2,798 $145 1922

Source: Heartland Multiple Listing Service

3747 Valentine

Crestwood

The Crestwood neighborhood is located in central Kansas City roughly three
miles south of Beacon Hill. Homes in this neighborhood were generally built
during the 1920s and have been very well maintained. Recent sales prices
generally range from $250,000 to $350,000, with representative sales ranging
from $265,000 to $320,000, or $93 to $154 per square foot.

Homes in this neighborhood typically include three or four bedrooms with at
least 1.5 bathrooms. Additionally, the homes typically have detached 2-car
garages located in the rear, hardwood flooring, and appropriate appliances.
The homes also generally have quality exteriors such as brick, stucco, or hardi-
board siding, with some historic features.

Representative Properties - Crestwood

Address Type Sale Price BR s.f. $/s.f. Year Built
439 E. 55th St. SF  $290,000 4 2,380 $122 1924
5559 Crestwood Dr. SF  $320,000 4 3,424 $93 1920
518 E. 56th St. SF  $265,000 3 1,726 $154 1921
5420 Cherry St. SF  $267,000 3 2,161 %124 1920

Source: Heartland Multiple Listing Service
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For-Sale Supply

Though not necessarily the market for Beacon
Hill, more affordable low and midscale homes
will sell for roughly $75 to $100 psf.

A few large-scale infill developments have occurred
in the for-sale market in Kansas City near the PMA
in the past two decades. Though none of these
projects are perfectly comparable to what should
be developed at Beacon Hill, they do lend insight
into achievable sale prices for products in lower
market positions and illustrates that new for-sale
product has been successful in other, less desirable
areas of the city.

Although all sectors of the housing market have
struggled recently, low to midscale product has
performed better than higher-priced housing. Bar-
ring an dramatic paradigm shift within the next few
years, we do not currently consider Beacon Hill an
appropriate location for luxury and upscale prod-
uct, but we do consider it appropriate for upper
midscale. The products in this analysis—

Beacon Hill Residential Development
Summary of Selected For Sale Housing Properties

Renaissance Place, Renaissance Coves, and Citadel
Center—are geared towards lower and mid-level
buyers, most of which had moderate household
incomes of roughly $35,000 to $70,000. The
homes in each development ranged in size from
1,400 square feet to 3,000 square feet and typically
contained three bedrooms, two bathrooms, two-car

garages, and ample living space.

While the likely buyer for homes at Beacon Hill will
prefer homes at higher points, these developments
provide examples of successful new for-sale hous-
ing developments within Kansas City’s inner city
and an alternative to our recommended develop-
ment strategy if the housing market continues to
struggle beyond the next few years. These projects
are also good illustrations of the type of housing
that certain buyers are looking for and demonstrate
that carefully planned subdivisions within con-
trolled environments can address many of the lin-
gering hurdles facing urban development, such as

crime, schools, etc.

Year % # of
Finished Sold Units

Two-Bedroom Three-Bedroom
Avg. Size  Price Avg. Size Price
Price  (SF) PSF Price (SF) PSF

Residential Developments

1 Citadel Center 2003 100% 202
2 Renaissance Coves 2002 100% 35
3 Renaissance Place 1996 100% 102

- - - $152,000 1,990 $76
- $156,833 2,000 $78
- $175,000 2,200 $80
- $133,250 1,900 $70

Averages are rounded
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Demand Analysis

Macro Trend Overview

Surveys show that one-third of residents would prefer a more ur-
ban product that often is not supplied. In Atlanta, over half would
“trade down” on lot size for a location that is closer to employ-
ment. These data become starting points for determining demand
on Beacon Hill.

The current state of the economy notwithstanding, a number of trends are con-
verging that will likely lead to increased demand for urban housing over the next
several decades, benefitting some of Kansas City’s Uptown neighborhoods greatly.

Following ate four separate studies that support this:
New Urbanism Market Study: University of Southern California 2001’

e 30 to 55 percent of homebuyers would prefer to live in “dense, walkable”
environment.

Atlanta Study: SMARTRAQ 20078

e 33 percent of residents in conventional suburbs prefer a more walkable envi-
ronment.

e 49 percent prefer a neighborhood where they can walk to nearby shopping.

e 20 to 40 percent of residents showed a preference to compact, walkable
neighborhoods, but only five percent live in such an environment.

e 55 percent would prefer shorter commutes, even if it means living in a higher
density environment with smaller lot sizes.

e 55 percent would accept a smaller house if it meant more options to walk,
cycle, or take transit.

e 53 percent prefer closer proximity to work over living on a cul-de-sac.
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trip distance (miles)
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1990s Demand for new housing: 500,000 units per year

2000s Demand for new housing: 300,000 units per year

Likely to prefer dense, walkable neighborhoods (today and under
constant preference scenario)

Likely to prefer dense, walkable neighborhoods under expanded
preference scenario

Q Mot likely to prefer dense, walkable neighborhoods

Top: Image from visual preference survey presented to Atlanta
residents. 55 percent of respondents preferred the denser,
closer-in option A over option B. Bottom: A study showed cur-
rent demand for dense, walkable neighborhoods to be 30 per-
cent of survey respondents—a significantly greater proportion
than that which is being supplied in the market.
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Residential Demand: Macro Trend Overview

Nationally, 70 million homes are projected to be built over the
next thirty years. Demand will be greatest from singles and fami-
lies without school-age children, meaning demand for large, single
family homes will recede, and demand for more compact housing
will increase. The devaluation of homes following the housing
bubble has not hit urban areas as hard as suburban areas.

Home Values Following the Housing Bubble Devaluation/Gas
Price Spike: CEO’s for Cities 2008°

Between the fourth quarter of 2006 and 2007, home prices in distant
neighborhoods (those 13 miles from downtown) lost value at a greater rate
than close-in neighborhoods (less than three miles from downtown).

In some instances, close-in neighborhoods gained value, even as the regional
market declined.

Future Population Growth: The Next 100 Million: Virginia Polytech-
nic Institute 2007°

The U.S. will reach 400 million people around 2040, up 100 million from
2005.

The next 100 million people will require 40 million homes. Add 30 million
replacement homes, and 70 million homes will be constructed between 2005
and 2040, for an average of two million homes per year.

The population is aging; 41 million of the next 100 million will be over 65.

Households are becoming more diverse. In 1970, 44 percent of households
had children. By 2040, this number will be reduced to 27 percent.

In 1970, 17 percent of all housing units were occupied by a single person.
This had increased to 26 percent in 20006, and is projected to remain constant
through 2040.

Housing preferences are changing. The current supply of large, single family
homes is already in oversupply for the next decade.

Change in Housing Prices Last 12 Months

Region-wide Close-In Distant
Metro Area Average Neighborhoods Neighborhoods
Chicago -4% 0% -4%
Los Angeles -11% -6% -10%
Pittsburgh 0% 2% -b%
Portland -1% 3% -5%
Tampa -13% -9% -14%

Chicago

Top: A study revealed that urban neighborhoods in five metro re-
gions have faired better than their suburban counterparts. Bot-
tom: Map of home value changes in metro Chicago between the
fourth quarters of 2006 and 2007. Areas in red and orange in-
creased in value; these areas are located disproportionately in Chi-
cago’s center, along its lakefront, where transit is most accessible.
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Market Rate For-Sale Demand: Micro Analysis

Housing at four price points are most in demand in the
PMA: $150,000, $220,000, $310,000, and $440,000.

Analysis of incomes and mortgage affordability helps determine the level
of market support for housing at different price points. The table below
indicates households in the PMA by income, and their corresponding
mortgage affordability.

As adjacent charts indicate, there is considerable market depth for housing
at a number of price points, particularly at $220,000 and $310,000 range
(including maintenance, taxes, utilities, etc.). The majority of for-sale
homes should be offered at these price points. There is also considerable
support for homes priced at $440,000.

Homes priced around $150,000 are also in demand; offerings at this price
point might include townhomes or smaller single-family homes, which
would target smaller houscholds of one or two people. Given the reposi-
tioning of the neighborhood and the need for this initial phase to be a
catalyst for future development, these types of products should be offered
in later phases.

Homeownership Market Demand

Legend: Market Position

- Luxury I Upscale

Affordable

- Midscale

For-Sale Market Demand by Product Pricing

Primary Market Area
DEVELOPMENT STRATEGIES, 2011
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$110K $150K $220K $310K $440K $620K $710K $970K $1.4M

Average Price

_ Market Demand
Primary Market Area For-sale Housing - Primary Market Area
Maximum Monthly Mortgage %
Income Range Households  Payment * Affordability Mortgage Affordability 2 PR - $710K $970K $1.4M
< $25,000 18,100 40% - - - - - -
$25,000 - $34,999 6,800 35% $700 - $1,000 $100,000 - $125,000 55% 3,750
$35,000 - $49,999 13,300 30% $900 - $1,200 $130,000 - $165,000 65% 8,660
$50,000 - $74,999 14,700 30% $1,300 - $1,900 $165,000 - $270,000 7% 11,350
$75,000 - $99,999 10,200 30% $1,0900 - $2,500 $270,000 - $350,000 87% 8,890
$100,000 - $149,999 8,000 30% $2,500 - $3,700 $350,000 - $520,000 92% 7,330
$150,000 - $199,999 2,260 30% $3,800 - $5,000 $530,000 - $700,000 95% 2,150
$200,000 - $249,000 1,290 27% $4,500 - $5,600 $630,000 - $790,000 95% 1,230
$250,000 - $499,999 1,380 23% $4,200 - $9,600 $590,000 - $1,350,000 95% 1,310
> $500,000 300 20% $9,500+ $1,400,000+ 95% 280

LAmerican Community Survey 2009 - Kansas City MSA; 6% interest rate, 30 year term, 25% maintenance/condo fees, taxes, insurance, utilities, 10% down; *American Community Survey 2009 -
Kansas City MSA; Income and Household data provided by ESRI 2011

DEVELOPMENT STRATEGIES, 2011
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Conclusions: Price Points

New homes at Beacon Hill should be reasonably priced in the $220,000 to $325,000 range. With
limited sales of homes above $300,000 in generally superior urban neighborhoods of Kansas City,
building new product at higher price points is not an appropriate development strategy. However,
because new homes are generally able to achieve higher pricing, the homes should be able to
adequately compete with pricing of roughly $125 to $150 per square foot. The table below illus-
trates appropriate price levels for new homes at Beacon Hill.

For-sale Product by Market Position

Beacon Hill
Product Square Feet per Unit
Position Pricing (psf) 1,250 1,750 2,200 2,600 3,000
$390,000 $495,000 $585,000 $675,000
Luxury $225+ - 2 BR 3BR 4 BR 4 BR
Condo, TH Condo, SF, TH SF SF
$250,000 $350,000 $385,000 $455,000 $525,000
Upscale $150-$200 2 BR 2-3 BR 3 BR 4 BR 4 BR
Condo, TH, SF Condo, TH, SF TH, SF TH, SF TH, SF
"
0 $185,000 $220,000 $275,000 $325,000 $375,000
er
L $125-$150 2 BR 2-3BR 3BR 4 BR 4BR
Midscale
Condo, TH, SF TH, SF SF SF SF
_—_—_
$155,000 $175,000 $220,000 $260,000 $300,000
Midscale $100-$125 2 BR 2-3 BR 3-4 BR 3-4 BR 3-4 BR
TH, SF TH, SF SF SF SF
$165,000 $175,000 $195,000 $225,000
$75-$100 - 2-3 BR 3 BR 3-4 BR 3-4 BR
TH, SF SF SF SF

psf = price per square foot; TH = Townhome, SF = Single Family
DEVELOPMENT STRATEGIES
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Conclusions: Parking, Amenities, and Finishes

Beacon Hill homes should have fairly high quality finishes and should pro-
vide a modern array of interior amenities that is typical of new urban
housing.

Construction: The homes should use quality construction materials and be designed in a
manner that is architecturally appealing. Given the historic nature of the area, predominant
use of masonry or hardi-plank siding is recommended for all sides of the exterior. Tradi-
tional, classic architecture is preferred in this market. However, new modernist architectural

styles may be appropriate in some settings.

Garage/Parking: Fach home should have a two-car garage located either to the rear of the
home or are prominently placed in the front. We recommend detached garages, though
many homebuyers may prefer attached garages, which would not detract from the market-
ability of the home, but is less consistent with quality urban design. Detached garages are

less costly to construct, are better for fire safety, and may promote insurance savings.

Finishes: Interiors should feature a large kitchen with a kitchen island, better quality appli-
ance package, and brand-name profile oven/ranges. Granite or hard surface countertops
are unnecessary, but could add additional value to the home. The flooring in all units should
be good quality laminate or hard wood (real wood preferred) in the living and dining areas,
ceramic tile or high quality vinyl sheet flooring in the kitchens and bathrooms, and carpet in
the bedrooms. Bathrooms should have attractive laminate countertops, linen closets, tall

vanities, combination bath/tubs, and ceramic tile flooring and tub/shower surrounds. Mas-

ter bathrooms should have double-bowl vanities and upgraded finishes.
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Lot Pricing

Area Residential Lot Sales

Address Lot Size Sale Price Price/SF Price/Acre Date of Sale
Recent sales of residential lots throughout Kansas 1743 Madison Ave. 5,227 S $32,500 $6.22  $270,844 Aug-10
City indicates lot pricing of about $40,000 to 915 Benton Bivd. 5,662 S $23,750  $4.19  $182,718  Dec-10
fvi?;ylzol?ep;;z;’):i);t:aoijc?rhge:fc;goH?ller::;?;f \f\?i;)r: 3253 Agnes Ave. 5,227 SF $57,937  $11.08 $482,827  Mar-11
X i o . i 1833 Swope Pkwy 6,969 SF  $117,500 $16.86 $734,438 Dec-10
new infrastructure in place or unique VIEWpOIntS i
could achieve greater price points 803 Ewing Ave. 4,356 SF $11,875 $2.73 $118,750 Jun-11
’ 3508 Flora Ave. 6,534 SF $60,743 $9.30 $404,953 Jul-07
Total/Avg.: 5,663 SF  $50,718 $8.96 $365,755 Jun-10
Data provided by LoopNet, June 2011
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Note: Development Strategies has made every effort to credit sources in this document. Each table or chart has been sourced. In the body of the document,
where credit has not been given for demographic data, ESRI is the source. Unless otherwise stated, market data (i.e. rents, sale prices, occupancy, absorp-

tion...) was collected by Development Strategies.
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