Table Al. Demographic Indicators (cont.)

Households by Annual Income
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Annual Income 2008
Income Bridge St. Bal. Of Bal. Of
Level Ngh City County
Less than $10,000 77 1,096 15,730
$10,000 to $14,999 68 744 10,430
$15,000 to $19,999 72 825 11,204
$20,000 to $24,999 42 563 8,839
$25,000 to $29,999 36 704 9,855
$30,000 to $34,999 45 778 9,979
$35,000 to $39,999 44 784 9,062
$40,000 to $49,999 103 1,681 19,807
$50,000 to $59,999 132 1,370 19,449
$60,000 to $74,999 103 1,753 24,178
$75,000 to $99,999 219 2,450 37,884
$100,000 to $124,999 88 1,987 34,890
$125,000 to $149,999 63 865 19,435
More than $150,000 71 1,222 36,551
TOTAL 1,163 16,822 267,293

Source: STDB Online




Table Al. Demographic Indicators (cont.)

Population by Age
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Population by Age, 2008

Bridge St. Bal. Of Bal. Of
Age of Resident Ngh City County
Less than 15 331 6,378 143,202
15t0 19 136 2,868 51,240
19t0 24 166 3,127 44,047
25t0 34 371 5,908 75,597
35t0 44 420 6,469 100,020
45 to 54 397 6,109 112,615
55 to 64 277 4,625 83,275
65to 74 134 2,458 44,801
57to 84 146 2,056 35,361
More than 84 80 1,079 17,688

Source: STDB Online




Table Al. Demographic Indicators (cont.)

Households by Household Size
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Households by HH Size, 2000

Bridge St. Bal. Of Bal. Of
Ngh City County
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1,066 16,426 257,927




Table Al. Demographic Indicators (cont.)

Racial Composition
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Racial Composition, 2008

Bridge St. Bal. Of Bal. Of

Race and Ethnicity Ngh City County
White Alone 2,168 31,109 588,973
Black Alone 71 1,569 20,822
American Indian Alone 10 85 1,835
Asian Alone 34 1,170 23,358
Pacific Islander Alone 1 30 328
Some Other Race Alone 98 3,781 56,522
Two or More Races 74 1,208 18,135
Hispanic Origin (Any Race) 173 6,323 100,927
Total 2,629 45,275 810,900

Source: STDB Online




Table Al. Demographic Indicators (cont.)

Educational Attainment
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Persons 25 +, 2000
Bridge St. Bal. Of Bal. Of
Ngh City County
Educational Attainment
Less than 9th Grade 83 1,570 27,209
9th - 12th Grade, No Diploma 220 2,285 43,600
High School Graduate 487 7,531 128,726
Some College, No Degree 267 4,895 80,940
Associate Degree 121 1,938 35,006
Bachelor's Degree 269 5,618 89,297
Grad/Prof. Degree 208 2,677 54,156
Total 1,655 26,514 458,934

Source: STDB Online



APPENDIX B

Financial Feasibility - Specific Projects Tested

There are a couple of larger properties on Bridge Street that could potentially in the
future serve a denser more advantageous use. The redevelopment of these properties
does not make economic sense in the current economic climate but conceivably could
in the future. To understand what could possibly be done in the future and to guide
our thinking, we tested development projects on two key relatively large sites. There are
also some smaller sites that contain vacant, run-down buildings that contribute to the
problematic aspects of the neighborhood. We tested one of these smaller infill sites in
order to see what may be done in the long and short term to curtail the blight. The sites
tested include:

e The Brake and Clutch site at 63-65 Bridge Street and 9-11 Lathrop Street, a
relatively large site whose current automotive use is not compatible with its
residential surroundings.

e The Clipper Ship Inn site at 40 Bridge Street, the largest development parcel
on Bridge Street. The hotel use is seen as an asset to the neighborhood, but the
site could be more densely developed and improved in appearance.

e The Salem Plumbing Building site at 43 Bridge Street, a vacant, narrow, poor
quality 3-story building perceived as a blighting influence in the neighborhood.

Brake and Clutch Site

This parcel could be developed, potentially, for a larger residential project that fronts on
Bridge Street and reaches into the neighborhood along Lathrop and East Collins Streets
taking over two additional non-residential buildings which are currently surrounded by
successful residential streets with proximity to the water.

Concept layout showing potential residential redevelopment
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The density of the proposed residential development was arrived at by limiting the
height to that of the surrounding residential neighborhood, two to three stories, and
accommodating all of the parking on site. The tested configuration contains 75,000
gross square feet, approximately 60 residential units made up primarily of one and two-
bedroom apartments in a building on Bridge street plus townhouses along Lathrop and
East Collins Streets. Outdoor parking is provided for the apartments and half-flight
below grade parking for the townhouses underneath each unit.

For-sale Housing

In a for-sale housing scenario, the total development cost today for this type of project
far exceeds current sales prices for condominiums and townhouses in the Bridge Street
Neck neighborhood. Bridge Street Neck’s 2009 sales and on-market data show housing
selling at $150/sf. While new construction will sell at a higher rate, typically 20% more,
housing prices will need to rise much higher for this project to be feasible: $360/sf for
the one-bedroom apartments, $315/sf for the two-bedroom apartments, and $285/sf
for the townhouses. These are in the range of prices that were realized at the peak of
the market in 2005 in Salem.

Project feasibility assumes that the site’s current owner would be able to sell the
properties to a housing developer for, at a minimum, site’s assessed value, which is
$1,600,000 (based on what the site would rent for under its current industrial use).
Taking into account the above listed sales prices, and the development cost of $275/f,
the residual land value left for the developer to pay for the site would be approximately
$1,400,000. This price is within the range of what the owner might expect to make, but
the housing sales prices will need to rise back up to Salem’s 2005 peak in order for a
developer to be within this range of the assessed land value.

Market Rate Rental Housing

Current rents are too low on the Bridge Street Neck to support new development.
Rents on the Bridge Street Neck proper, in the two and three-family houses, are
approximately $1.00/sf or $1,000/month for a two-bedroom unit. At Salem Station,
the newer (2002) large rental housing development at the bottom of the Neck, rents are
$1.50/sf, or $1,770/month for a two-bedroom unit. Salem Station contains many
amenities that a large site can afford to provide, such as, a pool and fitness center,
business center, and clubhouse. It is also located much closer to the commuter rail
station and downtown Salem than the Brake and Clutch site.

Rents will need to rise an additional 150% over Salem Station’s rents for this type of
project to work. The rents for new development on the Brake and Clutch site would
need to be $2.30/sf or $2,415/month to support a new rental development, not
including any amenities it would need to compete with a Salem Station-type neighbor.
Therefore, the conclusion is that market rate rental housing is not feasible in today’s
market, and we do not expect it will be feasible even in mid-term future markets as the
economy recovers.

Affordable Rental Housing

An affordable housing project using tax credits and grants to pay for development costs
could generate the same land value as the for-sale housing scenario, but might do so in
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today’s economy, making that type of development potentially financially feasible.
However, because the scale of affordable housing projects is limited by the size of the
tax credit awards, and the amount of credits and grants are very limited today, the
project would need to be done in two or three phases. In addition, the project would
need to be comprised of 100% affordable units because market rate rental units are so
far below being financially feasible.

Clipper Ship Inn Site

The Clipper Ship Inn is located on the northern end of the Bridge Street Neck near the
destination restaurants and future site of the new waterfront park. The 60-room hotel is
located on a relatively large, 3.6 acre, site in two separate buildings. The older building,
built in 1960 appears to be tired and lacking curb appeal, while the newer building built
in 1992 appears to be in good shape and is attractive. Each building contains 30 hotel
rooms. The site contains more than enough parking for the hotel as well as
considerable green and undeveloped space. Although hotel use seems to be a favorable
future and long-term use for this end of the neck, the size of the parcel warrants the
testing of other uses so that the city can understand if additional compatible uses are
tinancially feasible.

Enhanced Hotel Use

It is likely that the most practical and economical future use of the Clipper Ship Inn site
is an enhanced hotel use. When the economy improves it could well make sense to
replace the older, outdated building at the existing hotel with a new two-story building
that can hold twice as many rooms, thus expanding the total hotel from 60 to 90
rooms.

In order to pay for this addition, the owner would need to generate an additional $65
per day on the 30 new rooms, net of operating costs and taxes, assuming a 55%
occupancy rate. Achieving this type of revenue increase is likely to be possible when the
market improves. In addition, amenities such as a pool and/or breakfast room will be
needed to market the property and compete with more contemporary limited service
properties. The cost of these amenities could be covered by selling off part of the land
for four or five house lots along Thorndike Street.

Retail

Knowing that with the addition of the bypass road, the smaller retail enterprises will not
be as successful in the future on Bridge Street, the Clipper Ship Inn site presents the
opportunity to test a larger destination retail center at the northern end of the neck,
near the other commercial parcels containing compatible uses such as destination
restaurants.

The type of retail that will be feasible on this site will need to include a cluster of retail
stores large enough to be a destination for shoppers. A development was tested that
includes 40,000 sf of retail space and 160 surface parking spaces. This retail cluster will
need to include a mix of larger national retail tenants and local merchants. For example,
the mix might be: a smaller grocery store, a pharmacy, a bank, a dry cleaner, a florist, a
restaurant, and a hardware store. One key to successful retail on this site will be signage
that can be seen from the bypass road and the bridge from Bevetly.
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Concept layout showing potential retail redevelopment

Retail development of this nature will be feasible when retail space is in demand and
can support rents of $25/sf nnn (triple net). With a total development cost of $300/sf,
the residual land value would be $2,000,000, which is within the range of what the
owner would expect to make, considering the assessed land value is currently
$2,200,000. In order to maximize the value of the site, the land on Thorndike Street can
be sold as 5 house lots.

It is more difficult to determine what comparable retail rents are today in the Bridge
Street Neck neighborhood because the larger retail enterprises all own their own
buildings. Based on similar projects in greater Boston, it is thought that $25/sf nnn
rents can be attainable in the near future once the economy has stabilized.

Retail and Office

When an office component is added to the retail development mix, the project
becomes infeasible. The development tested on the site includes 20,000 sf of retail,
30,000 sf of three-story office space, and 170 parking spaces. Reasonable office rents at
$19/sf nnn (or $27/sf gross minus $8 tax and operating cost) are not high enough to
support this kind of development at $300/sf development cost.

If this is to work in the future it will require a unique office tenant, or more likely an
owner-occupant, that wants a combination of convenient location and water views for
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their own offices when the market stabilizes and there should be a demand for retail
space as well. Office use may be compatible and desired for this end of the Bridge
Street Neck neighborhood, but is likely to be the least financially feasible use for this
area.

Salem Plumbing Building Site

The Salem Plumbing Building is an example of a smaller, more typical size site on
Bridge Street, 0.3 acres. Although it is close to the northern end of the neck, the site is
too small to support destination retail or office use. Infill housing would be an
appropriate use of this type of site, and a good alternative to the blighting influence of a
vacant building.

Redeveloping the Salem Plumbing Building for for-sale or market rate rental housing is
not financially feasible for reasons that are demonstrated above in the Brake and Clutch
site analysis. The site can only accommodate 6 units and the associated parking.
Affordable rental housing may be a more financially viable solution for a site like this,
and might be viable in the near future, but would still not be financially feasible today.
The building would need to be completely replaced to create housing, and that
development cost is too high to support a $440,000 assessed land value. If the site
could be combined with adjacent properties as a larger parcel its viability as a project
will increase.

Affordable Housing on Smaller Infill Sites

In this middle zone of the Bridge Street corridor there are other run-down vacant
buildings of similar scale to the Salem Plumbing on Bridge Street that may be more
viable candidates for affordable housing infill projects. As discussed eatlier, affordable
rental housing at a small scale is likely to be viable in the current economy. This
redevelopment strategy would be a good, possibly temporary, alternative to the
blighting influence of vacant buildings and to redevelopment that is not financially
feasible today.

This strategy will work best if targeted to a few specific vacant properties. One
affordable housing unit can generate approximately $20,000-25,000 in land value, so a 6
to 8 unit project could generate up to $200,000 for the land purchase price. Vacant
buildings that are already built as housing would require less extensive construction
work than the Salem Plumbing Building, and would therefore be less costly to
redevelop. If they are redeveloped as rental property Federal Historic Tax Credits may
be used reducing development costs by almost 20%. Individual owners would need to
be approached on each property. The revitalization of these properties may entice other
property owners in the middle zone of the Bridge Street corridor to better maintain
their buildings as well, thereby addressing some of the key problematic areas of this
commercial and residential corridor.

DRAFT Salem Bridge Street Neck Neighborhood Revitalization Plan Appendix B
The Cecil Group ¢ GLC Development Resources ¢ Peter Smith Associates ¢ Tetra Tech Rizzo Page B5



